



LUK- HOSET- — P325 L ganon sazan mun O 


BONSOIR NOOA Overture to Feking 


back ‘into Balance 
De tentions Extended 


















"N— pups ui uro we 
| ASIAN SPORTS 








Australia A$3.75 — Bangladesh Taka 35 — Brunei B$4.50 — Burma Kyats 5.50 Canada C$4.00 — China US$2.50 — France Ffr 22 — Holland G 8 — Hongkong HK$20 — India Rs 24 — Indonesia Rps 2800 
Japan Y 660 — Korea Won 2000 — Laos US$2 — Malaysia M$5.50 — Nepal Rs 22 — New Zealand NZ$4 — Pakistan Rs 22 — PNG Kina 2.50 — Philippines P30 — Saudi Arabia SR 11 
Sinaapore $$4.50 — Spain P 300 — Sri Lanka Rs 40 — Sweden SKr 25 — Taiwan NT$90 — Thailand Baht 60 — U.K. £2.20 — U.S.A. US$3 











> C We. ~ a 
wm EE 
2) MENDED a Sco 
C : 


BOTTLED iN SCOTLAND = 
Sig 4, VA Ss 


Ti r- 
ET. BROTHER, 
‘Era 


ADERDEEN À 


"6 
2 4 ^ 








LSS 


KP 3014. 


The Chivas Regal of Scotches. 


Li "^J , ID 
RDEEN, SCOTLAN 
A DISTINGUISHED PRODUCT OF CHIVAS BROS. LTD., ABE 





ESSERE TS RRS 
WE Tease rad gree PEE E Pa isis 
yj sheep TP PUCed se HELEC gage 


Editor: Derek Davies 
Deputy Editor: Philip Bowring 
ional Editor: Susumu Awanohara; 


Michael Malik (Deputy). Ashley Wright, 
David Porter, Stephen Morgan (Assistants) 


Business Editor: Ron Richardson; 
Michael Bishara Deputy); 
Liz Carver, Elizabeth Cheng, 
Tony Major (Assistants) 
Focus Editor: Anthony Dyson 


Arts & Society Editor: ian Buruma; 
Margaret Scott (Deputy) 


News Editor: Pau! Bayfield; 
Anita Motwani (Assistant) 
Editorial Manager: Mary Lee 
. Chief Correspondent: Rodney Tasker 
international Finance Editor: Anthony Rowley 
Specialist Writers: 

Murray Hiebert (Indochina); Bob Johnstone 
(Technology): V. G. Kulkarni (Subcontinent); 
Emily Lau (Hongkong), John Mulcahy /Finance/: 
Louise do Rosario (China Trade}; Ellen Salem 
[China Economy); Michael Westlake (Transport) 


Art Director: Morgan Chua; 
Andy Tang, Ricky Hui, Barny Lee (Assistants) 


Production Editor: Paul Lee; 
Henry Chiu (Deputy)... | 
Librarian: Jan Bradley zm 
BUREAUX - 

‘ok: Paisal Sidi 

Paul Handley (2571739) 

Jakarta: (347814) 
Kuala Lumpur: Suhaini Aznam (2618252), 

Nick Seaward (2618244) 

Manila: James Clad, Jose Galang (5221808/585077) 
New Delhi: Salamat Al: /South and West Asia), 
Uuncol n Kaye (675690) 

: Robert Delfs (52-7550) 
Seoul: John McBeth, Mark Clifford (732-7354) 
(2203720) 
: Hamish McDonald (212-3385) 
. Taipei: Cari Goldstein, Shim Jae Hoon (502-2359) 
Tokyo: Charles Smith, Nigel Holloway (2708229) 
Washington: Nayan Chanda (530-8303) 


OTHER CORRESPONDENTS AND CONTRIBUTORS 





Canberra ihe Rees 
c Calcutta Jayanta Sarkar 
.; Colombo Manik de Silva 
"Dhaka oS Kamnaluddin 
Europe ..... ... James Bartholomew (London), 

Shada islam (Brussels), Frances Williams erp 

Islamabad Husain Haqqani, med Aftab 
Jakarta Vaudine England, Michael Vatikiotis 

Kathmandu Kedar Man Singh 

Raven C. Tun 
. Rangoon = MG Tm 
Wellington Colin James 


Managing Director: Charles H. Stolbach 
General Sales Manager: Elaine Goodwin 
Adv. Manager, Asia: Nigel Boiding 
Circulation Manager: Stanton Leung 


d T Adv. Production Manager: Stanley Ng 
*.| .Published every Thursday, in Hongkong since 1946. All Rights 
Reserved. © Publishing Company Limited, Hongkong, 


1988. A E balan Oe Mores A COND, 
Incorporated. 


Offices: Editorial & Circulation — 181- 185 Gloucester Road freed 


kong. 
HONGKONG (Editorial: REGEN LONGKONG I ecutive, Advertis- 
ing à Accounts); REVIEWCIRC HONGKONG (Circulation). Telex: 75297 
ECWEKHX (Editorial; 82804 REVMD HX (Executive & Accounts}, 62497 
ih Hx (Advertising); 66452. REVCD Hx Pan Fax: 5- 
762 Editorial; 5-8656197 (Executive, & Accounts; 
(Editorial), 5-293123 


Heche (Circulation). Telephone: 5-8936688 
(Executive, Advertising & Accounts), 5-891 1533 (Circulation). 


Printed by Dai Nippon Printing Co. (HK) Ltd, Tsuen dur industrial 
Centre, ZF.. 220-248 Texaco Road. Tsuen Wan, N.T.. Hongkong 
and Times Printers Sdn Bhd, 2 Jurong Port Road, Singapore 2264. 


. UK. Registered as a newspaper at the General Post Office. 
U.S.A.: ee en a 
Heiny ae can 


$ W. 36th St, NC 10018. Send cas pie paa ew 
E York, N.Y., and additional mailing offices. POSTMAS 
Si sar sy por le Rie eise e 
New York, N.Y, 10018-8073. 
M.C.L(P}No. 1/5/87. PP(S) 2/8/87 
ofthe Audit Bureau of Ciroulations, London 








No. 1 





MIC REVIEW e 7 JANUARY 1888 — 


rA M fe ah Ara a Pata Aretino aine leere b eher a ap qt err Parr MS AAN RERO RP tr tad arm rrr rra rrr rrr rH PENA e PNIS NN a alere iere o 


ee ea Mere R RET Tar Ae e EA Aai aa we E A 








Hero or opportunist? 
William Wetherall's article on Yamada 
Nagasama [1 Oct.] is fascinating. I sym- 
pathise with Prof. Taru Yano of the 
University of Kvoto over the "anti-his- 
torical” and “anti-intellectual” attitudes 
of the Japanese majority. I would 
merely add that such an attitude domi- 
nates even in the thinking of the so- 
called experts, as I found to my initial 
amazement in research for my work on 
the 1740 Dutch colonial massacres of 
the Java Chinese (to be published next 
summer). 

Japan had always had problems 
feeding its people. In addition to en- 
couraging homosexuality eB. 
among the samurai class — Japan ex- 
ported its people abroad to ease the 
food-population imbalance, until the 
Tokugawas closed the country for fear 
of foreign influences undermining their 
authority. This is merely one facet ofthe 
continuing struggle between feudalism 
and the "bourgeoisie," which was univ- 
ersal in Asia as well as Europe. (In this 
process, Java’s traditional priyayi rulers 
used the Chinese as buffer-cum-minion 
— an arrangement that was later 
adopted, enlarged and institutionalised 
by the Dutch.) 

Yamada was most probably a ronin, 
one of the samurai fighters who, either 
by choice or otherwise, had no master to 
keep them. Partly because they were 
disdained by their fellow samurais who 
were fully employed, the ronins were in 
turn disdainful of all other classes, espe- 
cially the trading class, to which they 
were more often than not financially 
indebted. 

Similarly, parasitic to the core, and 
ill-equipped to earn their keep in any 


———À 


other way, abroad the ronins served 


foreign powers as mercenaries. And 
like all mercenaries, their main interest 
was in the loot, then often distributed at 
battle's end. By definition only serving 
the winning side, droves of displaced 
samurais served the ascending Dutch 
East Indies Company. 

Like Japan — which was considered 
as no more than a spring-board and later 
coaling station en route to China — 
Thailand was used by the competing 
Western powers as a buffer. As a result 
of such historical "flukes," both escaped 
direct colonialism. And, unlike those of 
the rest of the region, Thailand's tradi- 
tional ruler class remained intact. 

In this context, Yamada was proba- 
bly used by the Ayutthaya rulers as 
many other foreigners — Jesuit priests 
included — were used by China's rulers: 
as a foil to keep the indigenous masses 
in subjection. 


equipped to be an “imperialist hero” 


and too puffed-up to be a “trader.” He 
was merely an opportunistic mercenary. 
A. R. T. Kemasang 
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Between two giants 


I much enjoyed your articles [REVIEW, 
10 Dec.] on Mongolian glasnost and 
perestroika. As an amateur Mongolia 
watcher, I visited the country in 1962, in 
the days before Western embassies, and 
found the extraordinary openness and 
sociability of the leadership warm and 
unusual. We can all wish this small na- 
tion good luck, landlocked as it is be- 
tween the Bear and the Dragon. 

One small language point: is the 
Mongolian tent not properly called a ger 
rather than a yurt? 


Hongkong Brian Stewart 


Cultural repression 


Travel is meant to broaden the mind. It 
is therefore rather sad that in the case of 
David Kellogg [LETTERS, 26 Nov.], his 
three visits to Tibet have narrowed his 
perceptions to a state of bitter, blind ig- 
norance. I have travelled in China and 
Tibet for more than one year. I admire 
the Chinese for their single-minded de- 
termination in modernising their own 
country. I do not admire their single- 
minded determination to transform 
another country, Tibet, into a China 


clone — which necessarily means de- 
stroying all that is uniquely Tibetan. 
Ignoring Kelloggs abuse of 


Westerners, what does he say or imply 





about Tibetans? He argues that the 
Westerners who racistly attempt to pro- 
tect the “noble savage” are willing “to 
bravely risk the lives of large numbers of 
Tibetan women and children in the 
name of the travellers’ new-found con- 
victions.” Kellogg lives in a glasshouse. 

How grossly insulting and racist to 
suggest that the Tibetans are incapable 
of passionately desiring independence 
without the idea being implanted by 
Western agitators. The Tibetans have 
identified themselves as a nation at least 
since the great king Songtsen Gampo 
(AD 629-50) defeated the Chinese em- 
pire in battle, required the Chinese to 
pay tribute to the Tibetan king, and de- 
manded the hand of the Chinese em- 
peror’s daughter in marriage. Yes, the 
Chinese have attempted to put a finger 


in Tibetan affairs for some time, but the | 


past 38 years of Chinese occupation of, 
and sovereignty over, their neighbour is 
an historical aberration. 

I witnessed the 1 October uprising in 
Lhasa. I did not see Western con- 
spirators inciting the locals to arms. Nor 
did I see the crowd “using” children to 
attack the police. What I saw were 
Chinese police inciting the crowd to vio- 
lence by violently breaking up a peace- 
ful demonstration. What I saw was a 


spontaneous outburst of suppressed | 


anger, grief and frustration. I saw tears 
of elation and bitterness from Tibetans 
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who have had to bottle up for decades 
their resentment, not against individual 
Chinese, but against an invading nation. 
Indeed, not since the 1959 uprising in 
which, on Chinese figures, 87,000 Tibet- 
ans died, have the Tibetans been able 
to show the world how they feel. 

These are the people who remember 
hundreds or thousands of their fellow 
countrymen who starved in the 1950s 
and 1960s because Peking officials made 
them grow wheat for export to China 
rather than their traditional barley crop. 
These are the people who suffer the 
long-term devastation of a subtle cul- 
tural repression concealed behind a 
façade of liberalisation. But of course 
the estimated 5,000 Tibetan political 
prisoners, whose existence the Chinese 
deny, could not be there on 1 October. 

From his armchair in Canton can 
Kellogg still claim that the Tibetans 
need 50 agitating foreigners to incite 
them to riot? 


Sydney Nicholas Meysztow 


Right to decide 


The fact that many foreign tourists may 
have participated in the recent riots in 
Tibet, which has so outraged David Kel- 
logg is a red herring. As is the question 
of whether these same tourists are “in- 
fatuated with a kind of vicarious Tibe- 
tan nationalism,” “hypocritical,” bi- 
goted,” “fanatical vicarious Buddhists,” 
“racist?” (towards Han Chinese), or 
guilty of “patronisation.” 

The fact is that the vast majority of 
the protesters were Tibetan. Surely Kel- 
logg is not implying that the Tibetan 
protesters were “manipulated” by 
foreign tourists? (*. . . [T]he mob used 
children to seize automatic weapons 
from policemen . . . Of course, that is 
horrible, callous, cynical manipulation. 
But there are plenty of foreign tourists 
who would use the whole of the Tibetan 
people to take out their petty anti- 
communism and narrow-mindedness « 
China.”) Is it not Kellogg who is exhib;.- 
ing patronisation? 

And is it not also patronising to 
imply that Tibet is unable to be indepen- 
dent without subsidies from the 
People’s Republic of China (PRC) (or 
being “hopelessly dependent on the 
West”)? The Tibetans seem to have sur- 
vived for more than 1,000 years without 
such subsidies or dependence. Espe- 
cially distasteful is the insinuation that 
because the PRC has expended so 
many resources to modernise Tibet, 
it somehow has the right to impose 
its rule. 

Finally, the reference to the Dalai 
Lama as “a kind of super-Khomeini” is 
so totally unwarranted as to approach 
defamation. In any event, if the con- 
tinuation of a theocracy is against the 
best interests of the Tibetan people, it is 
they and not the Chinese who ought to 
decide that. 


Washington Douglas S. Palmer 
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T logo is the symbol of the XXIV Olympic Games to be 
held in Seoul in September. It is also a symbol of what is 
planned to be a lavish showcase for the athletes of South 
Korea and the rest of the region. But the plan could misfire, 
writes deputy regional editor Michael Malik, because Asia's 
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steady inflow of foreign capital have 
enabled China to record a sharp turn- 


under the Internal Security Act are 
kept incarcerated even as others are 
released, after the 60-day initial inter- 
rogation period comes to a close. 
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Peking sentences a US-educated 
Chinese student to two years in jail 
for ‘counter-revolutionary’ activities. 
Meanwhile, criticism by the US Con- 
gress of China's treatment of the stu- 
dent and of Tibetan monks ruffles 
Sino-US relations. 
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The Philippines pushes hard to raise 
its shipments of manufactured goods 
in a bid to maintain its recovery in ex- 
port earnings. 


Page 42 

South Korea's electronics makers are 
poised to overtake the textiles indus- 
try as the country's top exporters de- 
spite problems of rising prices and de- 
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South Korean president-elect Roh 
Tae Woo seeks closer ties with China. 
Meanwhile, defeated opposition presi- 
dential candidates agree to negotiate. 
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REGIONAL 


. Violence follows death 
of Indian state minister 
The death of the chief minister 
of the Indian state of Tamil 
Nadu, M. G. Ramachandran, 


on 24 December sparked off 


two days of sporadic violence, 
looting and arson in the state. 
His death is a worry for the 
ruling Congress party. Unlike 


other south Indian state chief 


ministers, Ramachandran was 
an ally of New Delhi and had 
maintained calm in the face of 
local Tamil ethnic opposition 
to the Indian military's opera- 
tion against Tamil guerillas in 
neighbouring Sri Lanka. 

Tamil Nadu’s Finance 
Minister V. R. Neduncheziyan 


Was sworn in as interim chief 
hours of 


minister within 
Ramachandran's death, and 
the state's ruling party is due to 


elect its new leader and chief 


minister on 31 December. 
Local Administration Minister 
R. M. Veerappan is the front- 
runner. — Salamat Ali 


Soviets launch major drive 
against Afghan resistance 
Soviet and Afghan troops 
launched a major offensive to 
lift an eight-year siege by anti- 
Kabul mujahideen guerillas of 
the township of Khost in Af- 
ghanistan's Paktia province, a 
divisional headquarters near 
the Pakistan-Afghan border. 
Soviet sources claimed on 24 
December to have killed 1,500 
mujahideen in two days of 
fighting, a claim rejected by the 
guerillas. 

The  Soviets apparently 
want to put pressure on the 
guerillas and Pakistan to come 
to a political settlement of the 
Afghan conflict. UN mediator 
Diego Cordovez is scheduled 
to resume shuttle diplomacy 
between Kabul and Islamabad 
later in January to pursue a 
negotiated settlement. 

— Husain Haqqani 


Son Sann to join 
Cambodian peace talks 
Cambodian resistance leader 
Son Sann has agreed to join the 
peace talks among the Cambo- 
dian factions that began in 
France in December 1987 if 
Vietnam also attends, or prom- 
ises the UN that it will with- 
draw its troops from Cambodia 
as soon as possible after the 
talks end. 

The second round of talks 
between the head of the Cam- 





bodian resistance Prince Noro- 
dom Sihanouk and Prime 
Minister Hun Sen of the 
Hanoi-backed government in 
Phnom Penh is scheduled for 
27 January in France. Son 
Sann, prime minister of the 
three-party resistance coali- 
tion government headed by 
Sihanouk, is leader of the non- 
communist Khmer People's 
National Liberation Front. 

— Murray Hiebert 


French authorities 
charge Kanak leaders 
In a tougher stance towards the 
Kanak (Melanesian) indepen- 
dence movement in New 
Caledonia, French authorities 
HAMISH McDONALD 





in the Pacific territory are 
bringing charges against two 
leaders of the Kanak Socialist 


National Liberation Front 
(FLNKS) over remarks calling 
on their people to arm them- 
selves in self-defence. 

FLNKS president Jean- 
Marie Tjibaou was served with 
a summons on charges of incit- 
ing violence when he returned 
to the territory from overseas 
on 16 December 1987. His dep- 
uty, Yeiwene Yeiwene, was 
charged on 22 December with 
incitement to murder and re- 
manded in custody. 

— Hamish McDonald 


Peking denies report 

of Jiang’s release 

Chinese Vice-Minister of Jus- 
tice Lu Jian has officially de- 
nied a report (REVIEW, 31 
Dec. '87) that Mao Zedong’s 
widow, Jiang Qing, has been 
released from prison. Jiang was 
still in prison and her health 
was all right, Lu told The 
Washington Post newspaper. 
Jiang and the three other mem- 
bers of the Gang of Four were 
convicted in 1981 of offences 
during the Cultural Revolu- 
tion, following their arrest 
shortly after Mao's death in 
1976. — Robert Delfs 


D 


BUSINESS 


Japan adopts budget 

for fiscal 1988 

Japan’s cabinet adopted a 
¥56.9 trillion (US$449.8 bil- 
lion) draft budget for fiscal 
1988 (starting 1 April), up 
4.8% on the current year. The 
increase is the largest since 
1982, reflecting Tokyo’s com- 
mitment to stimulating domes- 
tic demand through a positive 
fiscal policy. Sharply higher tax 
revenues and funds from the 
sale of Nippon Telegraph & 
Telephone shares also contri- 
buted to the Finance Ministry’s 
open-handedness. The budget 
includes a ¥3.7 trillion appro- 
priation for defence, up 5.2% 
from the 1987 level. Public- 
works spending will rise 
19.9% . Foreign-aid spending is 
set to rise by 6.5% to around 


¥ 700 billion. — Charles Smith 
Pacific goods get 
NZ d 


All goods from Pacific Forum 
countries will be able to enter 
New Zealand duty-free from 
July 1988, Overseas Trade 
Minister Mike Moore said on 
24 December. This fulfils one 
of New Zealand's obligations 
under the South Pacific Re- 
gional Trade and Economic 
Cooperation Agreement to re- 
move import restrictions on ex- 
ports from countries covered 
by the pact (the Cook Islands, 
Fij, Kiribati, Nauru, Niue, 
Papua New Guinea, the Sol- 
omon Islands, Tonga, Tuvalu, 
Vanuatu and Western Samoa). 

— Colin James 


New Zealand to rule 

against insider trade 

New Zealand is expected to 
legislate against insider trading 
during 1988, based on recom- 
mendations from the Securities 
Commission (SC) on 28 De- 
cember. The SC recommended 
both statutory and civil actions 
against insider traders, and a 
new criminal offence covering 
such practices. The SC defined 
an insider as a director, princi- 
pal officer or employee of a 
listed company, a substantial 
shareholder (more than 5%), 
or an individual or firm which 
has received in confidence in- 
formation not in the public do- 
main which is likely to affect a 
share's price. Under the law, 
there would be no need to es- 
tablish that the speculator had 
acted “fraudulently” or “know- 
ingly.” — Colin James 


Taiwan speculator in 
NT$1.2 billion default 
A large-scale Taiwan stock 
speculator on 22 December de- 
faulted on a cheque for about 
NT$1.2 billion (US$42 million) 
of stock bought from Tai- 
wan's No. 2 brokerage, Ta Hsin 
Securities Co. , forcing the tem- 
porary closure of the firm. The 
speculator bought the shares 
on 19 December and settled 
the deal on 21 December, with 
a cheque for NT$750 million 
and the rest in cash. After a 22 
December meeting between 
the Taiwan Stock Exchange 
(TSE), the Securities Ex- 
change Commission and Ta 
Hsin after the cheque bounced, 
the shares were impounded 
and held by the TSE as colle 
eral for a NT$600 million loz 
to help Ta Hsin settle out- 
standing deals. 

— Jonathan Moore 


| Elders takes control of 


NZ Forest Products 

Australia’s Elders IXL has 
moved to take control of New 
Zealand Forest Products 
(NZFP) after the New Zealand 
forestry and paper giant was 
exposed to takeover by the fi- 
nancial difficulties of invest- 
ment company Rada Corp. 
(which owns 44% of NZFP and 
in turn is owned 28% by 
NZFP). Subject to approval by 
the NZ Commerce Commis- 
sion, NZFP will merge with El- 
ders affiliate Elders Resources, 
by offering four of its own 
shares for every five Elders 
Resources shares, or A$2.50 
(US$1.80) a share cash. Be- 
sides gaining NZFP share 
through swapping its 47.5% El 
ders Resources holding, Elders 
will buy shares and options 
equal to 48% of Rada from 
Goodman Fielder Wattie and 
NZFP. — Hamish McDonald 


Indian panel urges 
share-issue changes 
In a bid to deepen capital-mar- 
ket liquidity, an Indian com- 
mittee on bourse reforms has 
recommended that companies 
be able to issue new categories 
of stock, without voting rights 
or warrants. It also proposed 
changes requiring high-turn- 
over companies to offer shares 
amounting to at least 24% of 
their equity — just short of the 
amount needed to effect a 
change in corporate by-laws. 
Other proposals would stream- 
line procedures for rights and 
bonus issues, conversion of de- 
bentures and share transfers. 
— Lincoln Kaye 
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| AUDITING GAP 
| The report of auditors Arthur 


|- Andersen on the 1987 accounts of the 

| Hongkong-based Impala Pacific 

| raises many questions about the 

| conduct of Impala, a company until 

recently chaired by New Zealand 

| entrepreneur Bruce Judge. But more 

| disturbing to those who look to 

-| auditors for independent assessment 

j washow Impala's auditor was 

| dissuaded from making contact with 

|. the management or auditors of 

| Impala’s associate Euro-National 

| Corp., a New Zealand associate 

| acquired in June. Impala directors 

-| had instructed that it “would not be 

| practical” to make such contact. 

. Andersen accepted this even though 

said this was “necessary” for 

, -ompletion of the audit. Others 
suggest Andersen should have 
resigned rather accept such 
persuasion. 


MAKING WAY 


The vice-president for finance of the 
Manila-based Asian Development 
Bank, Stanley Katz, may shortly be 
moved to take over the bank's 
operational side. The move is to make 
way for the appointment to the 
finance post of a national from one of 
East Asia's newly industrialised 
countries. 


TRYING TIMES 

The South Korean alliance of 
Opposition politicians and religious 
and dissident leaders — the National 
Coalition for Democracy — has cold- 
shouldered the Washington-based 
























oo A total of 1,500 Afghan rebels were killed 
or wounded in a two-day offensive by Soviet 
and Afghan troops battling to reopen a 
strategic road in the southeast of the country 
| near the Pakistani border, a Soviet official 
said (24 Dec.). Afghan police arrested seven 
members of a Pakistani-based rebel group 
suspected of preparing rocket attacks on 
| Kabul, it was reported (26 Dec. ). 


| Several bomb blasts shook Dhaka as a 12- 
hour anti-government general strike gripped 
the capital (22 Dec.). Police attacked dem- 
 onstrators outside the office of the opposi- 
| tion Awami League, witnesses said (28 Dec. ). 


CHINA 

- A bicycle repairman was sentenced to 
^| death in Peking for the fatal stabbing of a stu- 
| dentin an attack in December (23 Dec.). 







it least 11 men hanged themselves and 


| ALL IN THE FAMILY 





International Human Rights Law 
Group after the latter said it could not 
substantiate claims of massive 
electoral fraud during the South 
Korean presidential election. The 
Washington group, whose limited 
role as an unofficial watchdog was 
initially welcomed by the opposition, 
said the election was easily the most 
difficult it has observed — more so 


than similar polls in the Philippines 


and Central America. 


Family ties is one 
reason why some 
influential 
members of the 
US Congress 
believe that 
Japan's new 
Prime Minister, 
Noboru 
Takeshita, will 
not be any more 
= able than his 
predecessor, Yasuhiro Nakasone, to 
relax the protectionist grip of the 
Japanese construction industry which 
inhibits US companies bidding for 
contracts in Japan. They note that 
Nakasone’s daughter is married to the 
heir-apparent to Kajima 
Construction, Japan’s largest 
construction firm. Takeshita’s 
youngest daughter is married to the 
son of the president of Takenaka 
Komuten, one of Japan’s five largest 
construction firms, while his oldest 


| daughter is married to the son of MP 












Shin Kanemaru. Kanemaru heads a 
group of 40 Japanese MPs — 









three people tried to commit suicide by burn- 
ing themselves in Madras following the death 
of actor-politician M. G. Ramachandran on 
24 December, it was reported (25 Dec.). 


The head of the KGB arrived in Laos for 
an official visit (27 Dec.). 


PAKISTAN 

Car bombs exploded in two markets in Is- 
lamabad, killing one man and injuring about 
40 people (26 Dec.). 


PHILIPPINES 

Suspected communist guerillas shot dead 
two soldiers and two civilians north of Man- 
ila in an apparent violation of the guerillas’ 
self-proclaimed holiday truce, the military 
said (25 Dec.). 


SOUTH KOREA 

Students demonstrating against presi- 
dent-elect Roh Tae Woo battled police in 
Seoul (27 Dec.). Opposition leader Kim 








































Construction Zoku — which is closely | 
connected to the Japanese 
construction industry. 


QUALIFIED SUCCESS oae 
Although foreign diplomats assess the | 
14-16 December Asean summit | i 
meeting in Manila as generally, if 
narrowly, a success, two major 
shortcomings have been identified 
The first was the failure ofthe |. — 
Philippines and Malaysia to thi 
“once in a decade char 
their long-standing | 
over Sabah before 
The other was the 
Japan’s new Prime 
Takeshita; he app 
“poorly briefed” ar 


opportunity to set out a new forward 
looking policy for the region. Instead, - 
Takeshita contented himself with — | 
stale homilies. 3p] 


HATCHING PLANS 
The Hongkong subsidiary of the ae 
Bangkok-basedagribusiness. | 
conglomerate Charoen Pokphand. .— | 
(CP) is negotiating with the US fast- | 
food chain Kentucky Fried Chicken | - 
to forma joint venture fora Kentucky | 
outlet in Shanghai. The talks follow 
Kentucky’s highly successful first — — 7. 
outlet recently opened in Peking. CP, |. 
which has no part inthe Peking 2 
venture, already operates a string of 
animal-feed plants and chicken- cus 
related facilities in China, includinga |- 
semi-automated slaughterhouse in| 
Shanghai which can supply chickens E 
to the proposed second Kentucky no 
outlet. | = 





Young Sam offered to resign as head of |. 
the Reunification Democratic Party. to. 
take responsibility for failing to end “mili- . 
tary rule" in the presidential election (28 q- 
Dec.). 


Three men were killed and an alleged as- | 
sassin was captured in Colombo during 
clashes between rival Tamil militant groups | 
(22 Dec.). Sinhalese extremists shot and kill- |. 
ed the chairman of the ruling United Na- 
tional Party and three other people in Co- | 
lombo, police said (23 Dec.). Atleast24civi- |. 
lians, many of them caught in crossfire, died į 
during a battle between police and Tamil 
guerillas in the east (27 Dec.). OS 


A government official responsible for 7. 
keeping the royal seals and a specimen copy - 
of the prime minister's signature, was be-- 
lieved to have killed himself in relation to a 
multi-million dollar scandal over fake royal. 
honours (22 Dec.). l oe 


| 





COMMENT 


Aban by any other name 


To Singapore Government has imposed severe restric- 
tions on the circulation of the REVIEW and lawyers acting 
for the Prime Minister of Singapore have served notice that 
he reserves all rights to bring a suit for libel against the 
REVIEW unless it apologises and pays him damages. 

The banning took the form of a notice, dated 26 De- 
cember, that the Minister of Communications and Informa- 
tion had declared the REVIEW to be “a foreign newspaper en- 
gaging in the domestic politics of Singapore.” Accordingly, 
the sale or distribution of the REVIEW within Singapore will, 
until further notice, be limited to 500 copies per issue. We 
have been invited to nominate a Singapore distributor for of- 
ficial approval; that distributor will “be required to mark the 
copies of [the REVIEW] which are to be sold or distributed in 
Singapore in such a manner as the Minister may direct.” 

The REVIEW is very conscious of the responsibility of any 
publication towards its readers and of its duty to inform those 
readers week by week. 

Of course, we have in the past experienced many forms of 
banning or censorship by other governments. 

We feel, however, that the mechanism of “gazetting” — 
so reducing a pec sale to a trickle — is different in 
kind from such other bans or acts of censorship. These have 
denied the REVIEW, or parts of it, to all the readers in the 
country concerned. Gazetting is invidious. As the REVIEW is 
prevented from serving all its Singapore readers, it prefers to 
serve none. 

Gazetting, in effect, places the distribution of the publica- 
tion into the hands of the Singapore authorities, allowing 
them to pick and choose the institutions or readers which the 
REVIEW reaches. This is unacceptable. 

The act of gazetting also enables the Singapore Govern- 
ment to claim misleadingly that the publications affected 
have not been banned. 

Further, in claiming that such drastic restrictions will do 
no harm to the Singapore economy and particularly to its 


| 
| 
| 
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function as a communications and information centre, Singa- 
pore officials have ed that businessmen can obtain 
photocopies of material they need (though how they should 
go about identifying their needs has not been stated). We be- 
lieve that such a stance contradicts international agreements 
on such matters as copyright and the transfer of intellectual 
property. . 

Thus, henceforward for as long as this gazetting of th 
REVIEW is enforced, we will cease all circulation and distri- 
bution in Singapore, except for the minimal number of copies 
which our Singapore printers and distributors are required by 
law to deposit with the authorities. 

We have taken this decision reluctantly, but we believe 
the logic of the step is overwhelming. At the same time we 
have instructed our lawyers to write to those representing the 
Singapore PM denying that the articles complained of were 
in any way defamatory. | 

For many months now the REVIEW has tried the patience 
of many of its readers by taking the Singapore Government af 
its word. Lee Kuan Yew's son, Brig.-Gen. Lee Hsien Loong re- 
cently reconfirmed that international publications would b- 
allowed to circulate freely provided they allowed the govern 
ment the right to reply to articles it felt were biased or inaccu- 
rate. That pledge has been broken with the banning of the 
REVIEW by Singapore on the grounds that the magazine has 
been "engaging in the domestic politics of Singapore." 

Three other international publications have already fallen 
foul of Singapore's new Newspaper and Printing Presses Act 
— Time, The Asian Wall Street Journal and Asiaweek. All 
three were banned after disputes over these publications’ 
failure to print letters from Singapore (or to have printed 
them in a manner unacceptable to the Singapore au- 
thorities). 

Meanwhile, the REVIEW has dedicated dozens of col- 
umn inches to the publication of official Singapore missives. 
We did this only partly because we believe the government 
has right to reply; we printed them partly also because 
their content and tone revealed more about the mentality 
of Singapore officialdom than could the most gifted jour- 
nalist. 

We will try our readers' patience yet again by printing 


Duty to be 
responsible 


In your reply to my letter [31 Dec. '87] 
you maintain that you were merely re- 
porting accurately the allegations of 
D'Souza, and that you were neither 
making allegations of your own nor ac- 
| cepting D'Souza's version as true. You 
| have taken no responsibility for the 
¿| truth or falsehood of his statements. 
| You were completely content once you 
-| satisfied yourself that D'Souza did in 
fact make the statement. You knew that 
D'Souza was not present at the 2 June 
meeting, and that he had been discre- 
dited as a renegade priest. yet you con- 
tend that “any checking with or ‘balanc- 
ing quotes’ from either [Archbishop] 
.| Yong or [James] Fu was unnecessary,” 
.| and that "there is no question of the 
.[ REVIEW having to back this fie. 
_| D'Souza's allegations] up." 

1 The REVIEW is thus propounding the 
thesis that a newspaper can legitimately 
- print anything it wishes, whether true or 





















false, so long as it is able to quote a 
source who actually made the state- 
ment. It is under no obligation to check 
its facts, satisfy itself as to the truthful- 
ness of the source, or verify his asser- 
tions against other witnesses; nor can it 
be held answerable for any lies and 
libels which may thereby be published. 
Derek Davies is an experienced 
journalist who has been the editor of the 
REVIEW for 23 years. He knows that no 
newspaper or journal can disclaim re- 
sponsibility for untruths which it has 
published. He could not have lasted so 


long as editor if he had believed - 


otherwise. It is a preposterous thesis 
which will sanction journalistic menda- 
city. 

By publishing D'Souza's allegations, 
you have given publicity to them and 
must take responsibility for them. 
When I merely queried if the *much 
fuller account" by D'Souza existed, or 
whether the REVIEW got its story by a 
telephone interview, you took umbrage 
and considered my question “defamat- 
ory.” Yet you feel yourself entitled to 
publish serious allegations about the 


prime minister and the government of 


| 
| Singapore without checking your facts. 
| Whether an allegation or innuend 
| has been made, and if so whether it 15 
| true, are questions which can be de- 
| cided in the courts. Thus the REVIEW 
| may accuse the Singapore Government 
| of making unproven allegations about 
D'Souza, in particular when it 
lished the statement that D'Souza's 
woman friend would be *neither the 
first nor last victim." But the govern- 
ment stands by its statements about 
| D'Souza, and is prepared to be sued if 
| anything it said was untrue and de- 
| famatory. The REVIEW's denials that it 
has made any allegations must also 
stand up to the same test. 
You defended your action on the 
grounds that D'Souza's allegations "in- 


volve no suggestion of illegality.” You 


have also disclaimed any need to get 
D'Souza to swear an affidavit, on 


been brought against D'Souza." Are 
these the only circumstances in which 
you feel bound to determine the truth 
before you publish? 7 


| 
grounds that "no legal charges have - 
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today the latest letter from the Prime Minister’s press secret- 


ary, James Fu. In fact, this is not absolutely necessary since 


we are informed that the letter was superceded by that 
from the PM’s lawyers, Lee & Lee, alleging that the PM 


. has been defamed and demanding a retraction and apol- 


y, damages, costs and promises not to repeat the alleged 
oHnence. 

Let us spell it out in the simplest possible terms. If Kim 
Jong Il, the son of the dictator of North Korea, should an- 
nounce that his father is a reincarnation of the Buddha, we 


. would possibly consider that newsworthy. If we printed 


| the story, it would not mean in any sense that we believed it, 
or that we were presenting the dictator’s reincarnation as a 


- Similarly, if the Singapore Government detains 22 people 


and describes them as involved in a Marxist plot to overthrow 


. the Singapore Government, 


" rere Me abre aie RAN ern eti r ANS aman ei tlU ME TES etti inui 
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we would probably reckon that 
was newsworthy and print it (as indeed we did), but that 
would in no way imply that we believed the allegations or 
were presenting the alleged plot as a fact. The same principle 
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about how the press conference was mounted or who was re- | 
^ feudo neither did we offer any possible explanation of 
the missing comments. | | 
Nevertheless, the PM has chosen to regard this as allega- | 
tions that he himself cheated and tricked the archbishop into | 
the press conference and that he himself pressurised or man- | 
ipulated the media. | 
Fu's account of my conversation with Lee on 10 Sep- |. 
In fact I defended V. G; Kub |. 










hara and Patrick Smith, just as today I would. defend. es 











was married to a Singaporean), of Nigel Holloway (who qs 
had apparently been acceptable as a corresponden 
London Economist but whose visa extension . 


tion was refused after he had joined the REV 


applies to Edgar D'Souza's claims. 


If we had repeated a libel, we would have been guilty of 


famation. But D'Souza's account 
libelled nobody. 

We saw no need to take up Fu's 
peremptory challenge to get D'Souza 
to swear an affidavit on oath that his 
statement was true. In fact D'Souza has 
made such an affidavit freely and unsol- 
icited. We print the text below, to- 
gether with a fuller account of the 
events leading up to the press confer- 
ence at which Archbishop Yong was re- 
ported as saying that he felt “cor- 
nered." | 

Qur report of D'Souza's account, in 
which he quoted the archbishop and a 
remark that certain comments were 
omitted from accounts published in the 
Singapore media, said as much and no 
more, It went into no further details 


I asked in my first letter [24 Dec. '87 
why the REVIEW had not publicise 
"rof. Jayakumar's detailed recital of 

acts. You then replied that you had al- 
ready clearly stated what his allegations 
were, even though your article made 
only the most cursory reference to 
them. Your second rejoinder now com- 
plains that the details given by Jaya- 
kumar of D'Souza's misconduct were 
“in prurient terms." In other words, you 
omitted a detailed report because the 
lurid truth was damaging to D’Souza. Is 
this not the real reason for your omis- 
sion? | 

You said the archbishop felt “corn- 
ered” at the press conference on 2 June 
1987, yet you deny saying or implying 
that the PM cheated or tricked him into 
a press conference. After I set out in de- 
tail the sequence of events on 2 June 
1987, you still refused to withdraw your 
allegation. Instead you have further al- 
leged that “the technique has been used 
before,” and that you had been gener- 
ous enough not to mention it in your ar- 
ticle. Will you list out the instances 
here this technique was used before? 
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just as I would be proud to defend our nc 
present Sydney correspondent, Hamish M 


You have also denied implying that 
the omission of part of the archbishop's 


Singapore Broadcasting Corp.'s report 
was the result of pressure or manipula- 
tion by the PM. If you had reported that 
the Business Times and Lianhe Zaobao 
did print the remark in question, the 
matter would have been clear. Why did 
you not do so? 

You knew that trouble was brewing 
in 1985, over the REVIEW's insensitive 
reporting of racial issues in Singapore. 
At your request, on 10 September 1985 
I arranged for you (Davies) to meet the 
PM. Tan Guong Ching, principal private 
secretary to the PM, took the minutes. 
You proposed to remove (V. G.) Kul- 
karni, your then correspondent in Sin- 

apore. The PM told you that he would 

old you, as editor, responsible for what 
was published, and that you should not 
blame Kulkarni. The PM advised the 
REVIEW not to interfere in Singapore's 
domestic politics, by their correspon- 
dents reporting as if they were Singapo- 
reans with the right to involve them- 
selves in Singapore politics. He turned 


statement in The Straits Times and the 








| 
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application for accre 
been turned down 
given). | 

In his *account" of my 
with the PM, Fu neglects 
that the PM expressed the asto! 





shing 





conversation | — 


when 1 protested Singapore's import- 
ance, replied: “Send me a clerk; send 
me an amanuensis.” Evidently this is 
what he has in mind when he demands 
that a correspondent should report 
Singapore as an outsider for outsiders, 


| which always was a ludicrous proposi- 


tion, insulting to Singaporeans. _ 
But perhaps, yet again, we had bet- 


his say. -= D.D. 


down a request for Nick Seaward as 





apiy pae in Singapore and that ae 


| 


ter let the spokesman for the PMhave | a 


your next correspondent, because Sea- j- c 


ward was married to a Singaporean. He- 
advised you to send a correspondent 
who had no ties with Singapore, and 
who would report Singapore as an out- 
sider for outsiders; then all would be 
well. You replied that you had the in- 
terests of Singapore and the region at 
heart, and that you considered this a 
bargain. You should have kept this bar- 
gain. 

For the reasons given in a press re- 
lease of 26 December 1987, the Singa- 
pore Government has declared the RE- 


| 


VIEW to be a newspaper engaging in the — voe 


domestic politics of Singapore, and re- | 


stricted your circulation to 500 copies 
per issue. How long it remains restricted 
depends upon: (1) how fairly you report 


the issues in this restriction order, and |. 
(2) whether you will make clear that you | 


will not in future interfere in the domes-. 


tic politics of Singapore by such 


questionable reporting. EE 
James Fu Chiao Sian- 
Press Secretary to 


Singapore the Prime Minister 
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What Yong told 
church delegation 


I have read James Fu'sletters [REVIEW, 
24 Dec. '87 and 31 Dec. '87] and your re- 
plies to the same. I confirm that one of 
the eight church delegation members 
present at the meeting at the Arch- 
bishop's House on 3 June 1987 said that 
_it was hard to believe this (the May 21 
arrests) was not an attack against the 
church. The target seemed not to be 
the 16 detainees who were merely 
scapegoats but rather the four priests. 
For the safety of this church delegation 
member who still resides in Singapore, 1 
am not prepared to reveal the person's 
identity. 
If what Fu alleges took place at the 
various meetings on 2 June 1987 is true 
and therefore in some aspects different 
from the version revealed to us by Arch- 
bishop Yong and confirmed by his dele- 
gation, then I can only conclude that 
Yong had not been completely forth- 
coming when he informed us of what 
had transpired at the Istana meeting. 
However, as I have stated in my af- 
fidavit, I have no reason to doubt 
Yong's version. 

is is what Yong told us: on 2 June 
at about 2.15 p.m., the delegation was 
ushered into a room and given to read 
the signed depositions by Vincent 
Cheng. After this (about 3.05 p.m.) the 
PM came with his delegation for the 
meeting which lasted for about 45 
minutes. The PM then left for another 














D'Souza's affidavit 


IN THE MATTER OF THE MEETING BETWEEN THE 
GOVERNMENT DELEGATION AND THE CATHOLIC 
CHURCH DELEGATION ON 3 JUNE 1987 REGARDING 
THE ARREST OF COMMUNITY AND CHURCH WORK- 
ERS UNDER THE INTERNAL SECURITY ACT, SINGA- 
PORE. 


I, EDGAR KENNETH D'SOUZA now residing 
in Melbourne, Victoria, Australia do hereby solemnly 
and sincerely make oath and say as follows: 

1. I did on the 2nd day of December 1987 fax a six- 
page statement to the Far Eastern Economic Review 
regarding the detention without trial of community 
and church workers in the Republic of Singapore on 
the 21st day of May 1987. This statement consisted of 
364 lines totalling 3,183 words. 
2. Together with the statement mentioned in para- 
graph one of this affidavit, I also faxed page 11 of my 
former Archbishop Gregory Yong's report to the Vati- 
can which Archbishop Yong had enclosed in his letter 
to me of 18 July 1987. Archbishop Yong's said letter 
was in response to my letter to him of 3 July 1987 
j| wherein I sought clarification regarding the “suspen- 
. sion” of four priests including myself. 
.| 3. In page 11 of the archbishop's report to the Vati- 
“| . can, he stated inter alia, that the Vicar General Mon- 
: signor Francis Lau and his Internal Security Depart- 
.] ment “contactman” met him and told him that “no 
harm would come to the four priests if they were sus- 
pended from preaching and having any contact with 
the organisations they had resigned from." Arch- 
bishop Yong further reported to the Vatican that he 
was informed the Internal Security Department men 
were at the Singapore Changi Airport when I left for 
Australia on the evening of 5 June 1987. He stated: 
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meeting (reportedly with the Vatican 


attaché). He returned about 40 minutes - 


later and the meeting continued until 
about 5 p.m. 

When Yong was leaving with the 
others, he was called back by a govern- 
ment official and told that he had to 
meet with a “European priest" who 
turned out to be the Vatican attaché 
from the Vatican nunciature in Bang- 
kok, Mgr Giovianni D'Aniello. 

After the Vatican attaché had been 
briefed by the Ministry of Home Affairs 
and had also met the PM, Yong said: 
“When I met Vatican attaché at the PM's 
office, he said it is good to make a state- 
ment at this juncture which should be 
based on what the government had told 
us. We then prepared the statement to- 
gether. I wanted to show it to the PM first. 
When he [PM] read the statement which 


stated: "The government has once again - 


assured us the 10 church workers have 


not been arrested because of their | 


church work . . ., the PM retorted: ‘Arch- 
bishop don't use the government as an 
umbrella. State what you believe’.” 

Yong said he then amended his 
statement to read as Fu quotes in his let- 
ter to the REVIEW: “We are satisfied 
that the government of Singapore has 
nothing against the Catholic Church 
when it detained 10 of our church work- 
ers amongst the 16 arrested for possible 
involvement in the clandestine com- 
munist network." 

Yong did say that after he had 
amended his statement in the light of 
the PM's remark, he was shown into the 
same room where he and the church de- 


“We do not know what would have happened if we had 
not suspended him and the other three priests." 

4. I stand by all that I have stated in the Six-page re- 
port mentioned in paragraph one of this affidavit. I say 
that all that I have revealed in the said statement is 
what I have learned first hand from my former Arch- 
bishop Yong IN PARTICULAR and seven other 
members of the church delegation that met with the 
government delegation on 2 June 1987 at the Prime 
Minister's Office in the Istana grounds, Archbishop 
Yong revealed the information (which I subsequently 
faxed to the Far Eastern Economic Review) to myself 
and two of the other four priests later to be suspended, 
in the presence of seven other members of the Church 
delegation on 3 June 1987 at the archbishop's resi- 
dence at 31, Victoria Street, Singapore at about 10:30 
a.m. The archbishop at an emergency meeting of some 
80 priests of the Singapore Archdiocese on 5 June 1987 
held at the St Francis Xavier's seminary in Ponggol 
Road, reiterated what he had on 3 June 1987 revealed 
to me and the others mentioned above. 

5. I say that I was not present at the meeting at the 
Istana between the government and church delegation 


on 2 June 1987. What I know and have stated in my | 


statement to the Far Eastern Economic Review was in- 
formation I had been told by my former Archbishop 
Yong and his delegation. I have no reason to doubt the 
truth of what had been revealed to me by my former 
archbishop. 

6. I say that I have a very clear recollection of all that 
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legation had earlier met with the PM. 
He did say that he was surprised to see 
TV cameras and the press assembled in 
the room. After the press conference, 
he returned to his residence where the 
rest of the church delegation awaited 
him. He told them of the press confer- 
ence and said, *I was cornered." 

At no time did Yong say that after 
the meeting which ended about 5 p.m. 
he met with the PM, Jayakumar and the 
Vatican attaché together. He gave us to 
understand that it was a meeting be- 
tween himself and the Vatican attaché. 
He did say that he asked to see the PM 
after preparing the statement to show 
what he was going to make public. Yong 
gave us the impression that he was going 
to release the statement to the press in 
his usual way, that is a signed statement 
through his press officer (myself). Yong 


did not expect to be asked to make ; — 


public statement immediately in fron. 
of journalists and in the presence of the 
PM. It was having to give a press confer- 
ence in such a way that made Yong say 
he felt “cornered.” 

Your relevant report of 17 De- 
cember 1987 did err with regard to the 
date of my departure from Singapore. 1 
left on the evening of 5 June 1987 on 
British Airways and not 3 June. 

The report also fused two separate 
meetings. The first one of 3 June at the 
Archbishop's House (where I was pre- 
sent with two of the other four priests 
later to be suspended together with 
Yong and seven others who had also at- 
tended the meeting with the govern- 
ment) and the second of 5 June at the St 
Francis Xavier's seminary attended by 
Yong and some 80 priests including the 
four to be "suspended" priests. How- 
ever, I note that Fu is not quarrelling 
with you on the two meetings. 

I also wish to state that my resigna- 
tion from the priesthood was not the 


result of the government's statements. 
in parliament regarding my personal life... 


I have been grappling with this personal 
conflict (my love for the priesthood and 
my love for a person) for some time. 

I am very surprised, to say the least, 
that Yong made public a matter which I 
have maintained concerned him, as my 
religious superior, and me. 1 do not 
know who or what compelled him to act 
in this way. Yong prepared a statement 
on 5 December to be published in The 
Catholic News issue of 27 December. 
After this statement was published in 
the local press (8 Dec.), Jayakumar 
reacted with a statement published in 


| the local press on 11 December. On the 


my former archbishop had revealed to me and the | 
others at the two meetings of 3 June and 5 June as at | 


the said meetings I had taken extensive written notes 
of the same which are still in my possession. 

This statement was sworn before M. D. Greenway, 
Commissioner for Taking Affidavits, Melbourne Sup- 
reme Court on 23 December 1987. 


same day Yong retracted his original 
statement and issued another. 

In doing so he falls in line with what 
the government has been trying to do — 
focusing on me personally and side- 
tracking from the real issue. 

Edgar Kenneth D'Souza 
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Fates of ISA detainees are decided 





By Suhaini Aznam in Kuala Lumpur 


TM initial 60 days of police inter- 
rogation ended on 26 December for 
the first batch of suspects to be arrested 
and still held under the Internal Security 
Act (ISA). Under the act, detention 
beyond the 60 days requires the signa- 
ture of the home minister, who is Prime 
Minister Datuk Seri Mahathir Mo- 
hamad. 

In the event, 33 were served deten- 
tion orders of two years, and some of 
these were sent on to Kamunting, a poli- 
tical prison camp in northern Perak. 

iree more were released, making a 
v:otal of 55 released from the original 106 
arrested since 27 October. Eight were 
placed under restricted residence. Two 
were banished from their district or 
state of residence. Eight are still under 
investigation. 

Those deemed hardcore offenders 
are seven MPs from the opposition 
Democratic Action Party (DAP) — led 
by party chief Lim Kit Siang — at least 
three from the opposition Parti Islam 
(Pas) and 10 from Christian groups, 
public-interest groups and trade unions 
combined. 

Two lesser DAP leaders were re- 
leased, while a DAP Youth leader was 
placed under restricted residence and 
allowed out of his house only between 6 
a.m. and 8 p.m. 

Although police finally, on 29 De- 
cember, disclosed the breakdown of 
those released and further detained, 
they have only divulged the names of 
‘hose released. When asked by report- 

rs, Mahathir confirmed Lim's and 
DAP deputy chairman Karpal Singh's 
two-year detentions but nothing more. 
News of detentions were culled from in- 
dividual families, who either reported 
the fact to the detainee's political party 
or to the ad hoc ISA Support Group. 

Malaysian police arrested the 106 
persons whom it considered security 
threats in a massive crackdown which 
started on 27 October. Mahathir then 
told parliament in a nationwide broad- 
cast that these people had incited racial 
and religious unrest. 

Since these three weeks of “nocturnal 
knocks on the door," as one lawyer 
termed it, tangible fear has descended 
on society. Many individuals who used 
to speak out are either reluctant to do 
so, or, with the forced closure of three 
of Malaysia's more independent news- 
papers on 28 October, have lost avenues 
for expression. 

Even the detentions have been 
shrouded in secrecy. Condemning the 
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authorities' secrecy as an attempt to 
"stifle legitimate criticism against the 


government," DAP acting secretary- 
general Lee Lam Thye announced the 
party's extended detainees, while Pas 
sources confirmed its three and families 
of the 10 individuals informed the ISA 
Support Group of their prolonged de- 
tentions. 

The Support Group suspects that 
seven others who were among the first 
batch have also been transferred to 
Kamunting. 

“I can't help wondering how our gov- 
ernment can continue calling itself a 
parliamentary democracy," said Bar 
Council president Param Cumaras- 
wamy of the detentions, particularly of 
Lim and the other opposition MPs. “A 
solemn promise given in parliament in 
1960 by then deputy prime minister Tun 
Abdul Razak, that this law will never be 
used to stifle political dissent in the 
country, has been breached.” 

In comparison, Pas took the news al- 
most calmly. “We are accustomed to ar- 
rest under the ISA and expected it,” 
said Pas central committee member 
Subky Latiff. A number of the party’s 
present detainees are veterans of the 
ISA. Pas was more upset over the gov- 
ernment’s blanket ban on all political 
gatherings, which had greatly stifled its 
activities. 

The 33 extended detainees now have 
two weeks in which to file their deposi- 
tions and appeal to the ISA advisory 
board, which meets once after the first 
three months and every six months 


Removing the hardcore 


thereafter, to review cases. There is no 
trial in open court under the ISA. 

Lim’s detention order, effective on 
19 December and signed by Mahathir in 
his capacity as home minister, listed 10 
specific instances of his having “aroused 
racial sentiment.” The alleged offences 
took place between January 1983 and 
October 1987 and involved Lim’s utter- 
ances on a whole range of subjects — 
the national culture policy, plans to de- 
velop Chinese burial grounds on Bukit 
Cina, Malacca, allegations of Chinese 
being treated as second-class citizens, 
the zoning of pork sellers in markets, 
the government’s promotion of Islam, 
the alleged forced conversion to Islam 
of a Chinese girl in 1986, the govern- 
ment’s alleged reluctance to save largely 
Chinese depositors in a cooperatives de- 
bacle and, most recently, the promotion 
of non-Mandarin speaking Chinese 
school teachers. 

The detentions could cripple the 
DAP. Lim is very much the opposition 
leader, both in and out of parliament, 
and his personable deputy, Lee, though 
dubbed “Mr Mayor” by his Kuala Lum- 
pur supporters, comes a far second in 
terms of national profile. Lim was the 
driving force behind the DAP’s strong 
showing in Penang and its winning 24 
parliamentary and 37 state assembly 
seats in the 1986 general election. The 
party’s hopes of wresting Penang away 
from the ruling National Front coalition 
in 1990, when the next elections are 
due, are dimmed without Lim’s energy 
and organisational ability, even though 
his own constituents might vote him in 
for being a martyr, said one party 
source. This is Lim’s second bout with 
the ISA, having been detained the first 
time from May 1969, immediately after 
the race riots, to October 1970. 


p Kamunting with Lim are four 
other senior MPs, each a state leader 
of some standing: Karpal, DAP vice- 
chairman Tan Seng Giaw, Selangor 
vice-chairman V. David and deputy sec- 
retary-general P. Patto, the Perak 
strongman whom some pue insiders 
consider Lim's right-hand man. Again, 
the weakening of its state network will 
clearly prove a setback for the DAP at 
the next election. 

As a lawyer, Karpal has a reputation 
for taking on cases that few ches will 
touch. The latest is the DAP suit, with 
Lim as plaintiff, against the Malaysian 
Government over the granting of a 
M$3.4 billion highway project to 
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United Engineers (Malaysia) (UE), a 
company in which the dominant politi- 
cal party United Malays National Or- 
ganisation has a controlling interest 
through another company. 

“Detaining Lim and Karpal at a time 
when the UE case is before the courts 
will certainly cast aspersions upon the 
real motives of the government,” even if 
one had nothing to do with the other, 
said Chandra Muzaffar, president of the 
social reform group Aliran, who had 
himself been detained and was released 
only on 18 December. “Aliran concedes 
that on various ethnic issues, Lim and 
Karpal have sometimes adopted stri- 
dent postures which may have aggra- 
vated ethnic ties,” he added, but if it had 
sufficient proof of this, “the govern- 
ment should charge them under the 
Sedition Act.” 

The recent clamp-down marks the 
second-largest police operation under 
Malaysia’s preventive detention laws. 
Introduced in 1960, the ISA was initially 
intended to combat the remaining ves- 





tiges of communist insurgency at the 
end of 12 years of Emergency rule. But 
in the ensuing decades, the government 
also slapped the ISA on student demon- 
strators, journalists and politicians. 

The judiciary sees its hands tied in 
matters on which the executive has 
Stamped the word “security.” Eight of 
the recent detainees, including Chand- 
ra, had earlier applied for writs of 
habeas corpus on grounds of wrongful 
detention and have been refused by the 
High Court. Three of the eight then ap- 
pealed to the ye hers Court but their 
appeals were dismissed on 23 De- 
cember. “Our duties are not to sub- 
stitute our decision for that of the 
executive," said Lord President 
Tun Mohamed Salleh Abas in his judg- 
ment. 

"We are only concerned with the pro- 
cedural aspects of the exercise of execu- 
tive discretion. We have no interest, nor 
desire to embark upon trespassing into 
the domains of the legislature or the 
executive," he said. R) 
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CHINA 


Jailed for dissent 


Imprisonment of US-educated Chinese student causes alarm 


By Robert Delfs in Peking 


A court in Shanghai has sentenced a 
US-educated Chinese student to 
two years in jail for pro-democracy 
activities, worrying Chinese students 
studying in the US and further ruffling 
Sino-US relations — the US Congress 
has adopted resolutions calling for the 
student’s release. Yang Wei, 32, was 
convicted of “counter-revolutionary 
propaganda and incitement” by the 
Shanghai Intermediate Court on 21 De- 
cember 1987. 

The charges against Yang, a former 
graduate student in molecular biology 
at the University of Arizona, focused on 
his links to a US-based Chinese dissi- 
dent organisation and involvement in 
pro-democracy student demonstrations 
in Shanghai in late 1986. Yang is the first 
returned student to be prosecuted 
for counter-revolutionary crime. More 
than 1,000 Chinese students in the US 
signed an open letter in early 1987 ex- 
pressing concern about the resignation 
of former communist party general sec- 
retary Hu Yaobang and the launching of 
a campaign against bourgeois liberalisa- 
tion. 

Yang was accused of secretly report- 
ing on student unrest in Shanghai last 
year to the New York-based Chinese 
Alliance for Democracy (CAD) — pub- 
lishers of China Spring magazine — 
which Yang allegedly joined in the sum- 
mer of 1985, Xinhua newsagency said. 
The report also said Yang put up reac- 
tionary posters at Fudan University in 
Shanghai on 22 December 1986, wrote 
to students in Shanghai, Peking and 
Canton urging them to expand distur- 
bances, and was making preparations to 
secretly import copies of China Spring. 

Yang allegedly wrote articles under 
a pseudonym "attacking the people's 
democratic dictatorship and the so- 
cialist system" for China Spring while 
in the US. Yang's wife, Che Shaoli, a 
doctoral student at Baylor College of 
Medicine in Texas, has reportedly 
acknowledged receiving letters from 
Yang about the student demonstra- 
tions, but described them as personal 
and not intended for publication. 

Yang was arrested on 11 January 
1987 in Shanghai at the home of his par- 
ents, who are both party members. A 
graduate of Fudan University, Yang 
studied in the US from 1983 until May 
1986, when he returned to arrange fund- 
ing for further graduate study. 

The US Senate adopted an amend- 
ment to the State 
Department Au- 
thorisation Bill 
on 8 October call- 
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ing for the release of Yang. Proposed by 
senators Jesse Helms and Jesse Decon- 
cini, the resolution said that *the treat- 
ment of Mr Yang and his family is 
frightening to all Chinese students now 
studying in the West and [is] meant to be 
so by Chinese authorities." 

The non-binding amendment 
charged that Yang’s detention since 
January last year was illegal under 
Chinese law, and proposed extended 
“voluntary departure” status to Chinese 
students in the US who demonstrate a 
“well-founded fear of persecution” if 
they return to China. 

The bill, amended to require tho 
who feared persecution to apply for 
asylum, was passed in December 1987. 
In a Xinhua commentary on 6 De- 
cember, the Yang Wei amendment and 
another Helms-sponsored resolution on 
human-rights violations in Tibet were 
denounced as “malicious slanders and 
unwarranted meddling in China’s inter- 
nal affairs” which are “undermining” 
Sino-US relations. 


Co authorities have declared 
CAD to be a “reactionary organisa- 
tion hostile to and seeking to undermine 
our country's socialist system." In an in- 
terview with an unnamed official of the 
Shanghai Public Security Bureau, pub- 
lished by Xinhua on 22 December, the 
official said that CAD's public aim is to 
"fundamentally change" China's cur- 
rent political system. He described 
China Spring as a “tool used by CAD 
for carrying out reactionary prop- 
aganda,” and said that the founders o^ 
CAD and China Spring had “betraye« 
their motherland.” 

He accused CAD of recruiting new 
members, encouraging overseas stu- 
dents to defect, and infiltrating China 
to incite disturbances and the over- 
throw of the people's democratic re- 
gime and the socialist system. Yang's 
actions in Shanghai were part of an at- 
tempt to establish a reactionary political 
party in China, and the official sug- 
gested that CAD had an underground 
organisation in China. CAD and circu- 
lation of China Spring are banned 
within China. 

On 21 December, Shanghai public 
security officials ordered the deporta- 
tion of Qian Da, a Taiwan citizen hold- 
ing a US residence permit who alleg- 
edly entered China on a tourist visa 
ind. appeared at Yang's trial where he 
tried to represent 
CAD, but was 
expelled from the 
court. L1 
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US Congress criticises China's human rights record 


By Nayan Chanda in Washington 


hina's recent sentencing in Shang- 

hai of a Chinese student who had 
become an activist for democracy dur- 
ing his student years in the US, has 
added a new irritant to Sino-US rela- 
tions. Although Washington has no 
legal grounds to intervene on behalf of 
the student, Yang Wei, the case is likely 
to add to growing US congressional con- 
cern about human rights in China. 

Informed sources told the REVIEW 
that the sentencing at a secret trial has 
caused red faces in the US State De- 
partment às it had earlier told the US 
Congress that China had given assur- 
ances Yang would be given a fair pub- 
lic trial — and that foreign obser- 
‘vers would be permitted. Those assur- 
anges were reportedly given at a 4 De- 
‘ember meeting between Secretary of 
State George Shultz and China's Am- 
bassador to the US, Han Xu. Foreign 
Pie i in the event, were barred 
from the trial. 

Before Yang was sentenced, the 
Congress adopted a resolution calling 
on China to release immediately Yang 
Wei. After the news of sentencing 
reached Washington, the chairman of 
the Senate's foreign relations commit- 
tee, Clairborne Pell, and the minority 
leader of the committee, Jesse Helms, 
urged Shultz to "raise the issue of Yang 
Wei as a priority item with the Chinese 
authorities at the highest level." 

Despite its embarrassment, the State 
Department is unwilling to be pushed 
into a public wrangle with China, say- 
ing: "We regret the imposition of such a 
sentence and hope that upon further re- 
view the Chinese authorities will show 
leniency in this case." 

Congressional concern over human- 
-4 rights violations in China reached a new 

| peak in 1987 with several resolutions 


ONOMIC REVIEW e 7 JANUARY 1988 


QU 


UN. aiia 


Pulling the dragon's tail 


i 








| 


: 





[SHARE 


e 
| 
| 
| 
| 
j 
| 
i 
condemning Peking and harsh criticisms 
during congressional hearings. The | 
Foreign Relations Authorisation Act of | 
1988 and 1989, passed in December, has | 
two sections devoted to Tibet and Yan g. | 
The act — also known as the State De- | 
partment Authorisation Bill — states 

that the US should urge China to release | 

all political prisoners in Tibet and make | 
the treatment of the Tibetan people "an | 
important factor in its conduct of rela- 

tions" with China. It also asks the presi- | 
dent to rain US ambassadors to China 

and India *to pay greater attention to | 
the one ot the Tibetan people and | 
to work closely with all concerned about | 
human-rights violations in Tibet . | 

The section dealing with Yang con- 
tains a provision that could pose serious 
problems for the future of the student 
exchange programme with China. Al- 
though the original Senate wording that 
the administration should “offer ex- 
tended voluntary departure status” to 
students who feared persecution on 
their return was changed during a joint 
House of Representatives and Senate | 
conference to a less offensive formula | 
— the US should “consider sympa- 
thetically application for asylum from | 
Chinese students studying in the [US]" | 
— Peking is likely to react strongly to | 
the proposal. | 

China has accused US politicians of | 
| trying to subvert its social system 
through visiting students. The sen- 
tencing of Yang may be a warning to 
some 25,000 Chinese students in the | 
US. 

Criticism of China human-rights re- 
cord — now being pushed by a coalition 
of liberal and ultra-rightwing members | 
— might grow if the report of the fresh 
delivery of Silkworm missiles to Iran is 
confirmed. 























SOUTH KOREA 


A bridge 
to China 


President-elect Roh seeks 
improved ties with Peking 


By John McBeth in Seoul 


i early December, at the height 
of the presidential campaign, former 
South Korean foreign minister Park 
Tong Jin flew to Tokyo for a private | . 
meeting with Japanese Prime Minister. ee 
Noboru Takeshita. He handec acp 
personal message from 
tic Justice Party (DJ 
Tae Woo which now 
dent-elect’s first for 
tive: building a stro 
South Korea to Chin 

This objective also 
cornerstone of a 
Roh to develop: Soul 
Sea coast in an effort 
ernment resentmen 
the southwestern | 
DJP leader has outlined p p 
turn the region's seaports of Mokpo and. 
Kunsan into China-orientated trading - 
centres. 

Addressing Takeshita as leader of 
Japan's ruling Liberal Democratic Party 
(LDP), Roh said in his message that he 
would continue to work for close rela- 
tions with Japan if he was elected presi- 
dent. At the same time, he sought 
Tokyo's help in getting. his position 
across to China. "It was very courteous p = 
and diplomatic, without imposing any- 
thing on Takeshita, but it emphasised 
their common interest in maintaining 
peace and stability in North Asia,” a 
well placed source said. 

The full extent of Roh's game-plan 
emerged five days after his 16 De- 
cember election when he met visiting 
LDP secretary-general and former 
Japanese foreign minister Shintaro 
Abe. During that meeting, he asked | 
Japan to use its good offices in seeking - 
an invitation for him to visit Peking be- 
fore his 25 February inauguration — in 
his capacity as adviser to the Seoul 
Olympic Organising Committee 
(SLOOC). 

Roh's immediate intention, said in- 
siders, is to have an exchange of views 
with Chinese leaders, rather than tackle 
anything specific. "We don't think 
things will develop rapidly," one insider 
said. "We indeistand: that point fully." 

The South Koreans are clearly in- | 
terested, however, in sounding out Pe- |. 
king on the possibility of establishing for- 
mal trade links. Two-way trade is now. 
estimated at up to US$3 billion, with the 
value of direct shipments of mostly 
Chinese raw coe pares the ja 
low Sea equalling the US$1.2 bi | 
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worth of goods that are calculated to 
| have passed through Hongkong this 
‘year. 

Diplomatic relations between China 
and South Korea are dependent on 
North Korea agreeing to a cross-recog- 
nition formula involving not only China 
but also the US, Japan and the Soviet 
Union. Although the issue remains high 
on Seoul’s agenda, Pyongyang has so far 
refused to consider it because of the way 
it will further cement the division of the 
Korean peninsula. 

"The North Korean factor is the 
most important stumbling block," As- 
sistant Foreign Minister Park Soo Gil 
said. “On the other hand, China is obvi- 
ously interested in improving relations 
[with the South]." Unlike previous oc- 
casions, Peking reacted slowly to Roh's 
initiative and only to point to the ab- 
sence of bilateral ties with the South. 

Both South Korean and US officials 
are not persuaded by recent reports that 








W ith their campaign to nullify the 16 
December presidential election 
going nowhere, chastened opposition 
leaders Kim Young Sam and Kim Dae 
Jung have now apparently settled for 
pragmatism by agreeing to open negoti- 
ations with the ruling Democratic Jus- 
tice Party (DJP) over changes to the Na- 
tional Assembly Election Law. 

Like it or not, the talks will serve to 
signal the opposition’s grudging ac- 
ceptance of the outcome of the election, 
in which the failure of the two Kims to 
choose a single candidate allowed DJP 
president Roh Tae Woo to win by a 
comfortable 2 million-vote margin. 

Although it is generally agreed there 
were irregularities in the election, the 
Opposition has had a hard time finding 
the evidence to back up its claims of 
massive fraud. More important, its out- 
.| cry has been largely ignored by a disil- 
-p lusioned public which believes the two 
. Kims brought defeat on themselves and 
are now seeking to cover up their cam- 
paign mistakes. 

. — This next event on the political ca- 
-~ lendar, however, could be as tricky as 
- the presidential race itself. Kim Young 
Sam, leader of the main opposition 
. Reunification — Democratic Party 
- (RDP), made that clear when he put 
- forward a series of demands for the gov- 
. ernment to meet in the talks. What re- 
mains to be seen is whether he still has 
. the political strength to hold out for con- 
. cessions at a time when his support 
© within the party is by no means assured. 
Much of the hard bargaining is like- 
. ly to centre on electoral boundaries, 
- with the opposition seeking a small con- 
.. Stituency system in which one lawmaker 
. is elected from each district compris- 
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The opposition agrees to negotiate elections law 


North Korea is preparing to adopt a 
more open foreign policy, saying they 
might change their minds if Pyongyang 
accepts the International Olympic Com- 
mittee's (IOC) plan for the partial shar- 
ing of the 1988 Seoul Olympics. During 
their last meeting with IOC president 
Juan Antonio Samaranch, the North 
Koreans said they were waiting to see 
whether so-called “democratic forces" 
emerged in the South, a classification 
they later made clear did not include 
Roh. 

South Korean officials are reluctant 
to speculate about possible retaliatory 
action if it is proved conclusively that 
Pyongyang was behind the recent sabot- 
age of a Korean Air jetliner over the 
Andaman Sea. SLOOC 
president Park Se Jik 
recently deplored the 
bombing, but added: 
“Whether it affects the 
[Olympic] negotiations is | 


ing a population of 
20,000. Under the for- 
mula favoured by the 
DJP, one to four law- 
makers would be chosen 
from each enlarged con- 
stituency, depending on 
its size. 

Then there is the tim- 
ing. Kim Young Sam's 
call for the elections to be held in April 
runs counter to a previous understand- 
ing by the parties that the winning candi- 
date would choose the date — an under- 
standing that Kim believes was negated 
by the controversial nature of the pre- 
sidential poll. The DJP has made it 
known all along that it prefers the elec- 
tions in mid-February, before incum- 
bent President Chun Doo Hwan steps 
down. 

The RDP and Kim Dae Jung's Peace 
and Democracy Party want more time 
to build up an opposition infrastruc- 
ture outside Seoul. The collapse of the 
New Korea Democratic Party in April 
1987 and the split between the two Kims 
in October have left the opposition 
fragmented and regionalised and with- 
out organised representation in many of 
the country's electoral district chap- 
ters. 

Even if those problems are resolved, 
doubts are likely to remain. Analysts 
believe that as with the 16 December 
showdown, a split opposition will have 
little chance of offering much of a chal- 
lenge to the DJP. And given the conflict 
that has now arisen between their re- 
spective Kyongsang and Cholla birth- 
places, neither of the Kims has shown 
any inclination to renew the marriage of 
convenience that got them through 












another matter. It is something that will | 
have to be dealt with by the IOC... 
the Olympics must transcend all dif- 
ficulties.” 

Park was speaking only a day after 
East Germany and Hungary became the 
first Eastern bloc nations to join 113 
other countries in formally announcing 
their participation in the games. 

The government is clearly in a di- 
lemma over the suspected Pyongyang 
involvement in the 11 December disap- 
pearance of a Korean Air passenger 
jet (REVIEW, 24 Dec. '87). Seoul is 
conscious on the one hand of the 115 
people killed in the disaster, but is 
aware that with the Olympics approach- 
ing, there is every need to lessen ten- 


SKETCH by Morgan Chua sions on the peninsu- 


| la and not allow Pyong- 
| yang the satisfaction of 
showing the security si- 
tuation is other than 
calm. 


seven difficult years under 
Chun’s rule. 

The DJP, for its part, 
is going through a top-to- 
bottom reorganisation of 
its own. Although the 
m! Darty plans to increase 

EE the number of its local 
| chapters from the current 
|| 92 to 118 or more, offi- 
cials say as many as 40- 
50% of the serving law- 
makers may not be consi- 
dered as election candi- 
dates. Roh’s spring clean- 
ing is in line with his pre-election pledge 
to put a new face on the DJP and do away 
with what he criticised as a “top-down, 
authoritarian mode of management.” 

He has also promised to make the 
Blue House more open to the public. A 
great many South Koreans have never 
seen the presidential mansion. Police 
currently close off all access points a 
quarter of a mile from the gates, and the 
surrounding woodland is guarded by a 
brigade-sized security force equipped 
with armour and anti-aircraft missiles. 

President-elect Roh’s call for na- 


Me. 


| tional reconciliation and harmony con- 


tinues to run through many of his public 
pronouncements as he puts together a 
transitional team to deal with the gov- 
ernment in the days remaining before 
his 25 February inauguration. Moves 
are already under way to restore the 
ranks of 31 former generals deposed fol- 
lowing the 1979 coup, and Roh has reit- 
erated his promise to declare a general 
amnesty for most political prisoners. 
How he handles the disgruntled op- 
position, however, will be the acid test 
of his commitment to steering the coun- 
try away from the sort of confrontation 
that has marked its turbulent political 
history. The two Kims may not be wall 
flowers, but they will not make the best 
dance partners either. — John McBeth 
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DEFENCE 


Noodles and nukes 


China recasts army upgrading with economic growth 


By Bob Hu in Peking 


ris planners are busy tackling 
basic strategic issues which will 
shape national defence policies well 
beyond the end of this century. Their at- 
tention is mainly focused on the impact 
of economic modernisation and possi- 
ble armed conflicts on China's security 
interests. 

The crux of the defence debate from 
1983-85 centred on the necessity of 
maintaining a 4.2 million-strong regular 
force in the absence of an immediate 
military threat. Some military com- 
manders stoutly defended the size of the 
People's Liberation Army (PLA ), argu- 
ing that a strong defence force was the 
only way to ensure peace. They emphasis- 
ed the spiralling international arms race, 
particularly in the Pacific, between the 
two superpowers, and the frequency of 
lesser conflicts in the Third World. 

In opposition to the generals were 
top civilian leaders: Deng Xiaoping, 
chairman of the Central Military Com- 
mission (CMC), and Zhao Ziyang, the 
former premier who has recently taken 
over as the party general secretary. The 
civilians have been wanting to reduce 
the size of the PLA and redeploy na- 
tional resources for the general pro- 
gramme of modernisation. 


Strategy in flux 


The civilians main- 
tained that the Soviet 
military, against which 
much of the PLA was 
arrayed, posed little 
direct danger in the 
1980s. They further ar- 
gued that though So- 
viet forces assigned to 
the China theatre still 
numbered more than 
half a million, im- 
proved bilateral rela- 
tions had almost total- 
ly removed the likeli- 
hood of a major con- 
flict. 

In the event, civi- 
lian views prevailed 
and became policy at a landmark 
CMC meeting in June 1985. The 
new policy required the reduction 
of 1 million troops and the con- 
version of major defence factories 
for civilian tasks. Operational 
strategies were also revised to 
meet small-scale encounters rather than 
major conventional or nuclear wars. 

China’s strategic interests are in- 
creasingly being seen as regional, par- 
ticularly in the neighbouring Asia- 


Threats from Moscow and Tokyo are reassessed 


he professed aim of China’s mili- 

tary modernisation is to meet the 
security threats to the country. But the 
changing international alignments have 
put threat assessments in a flux. 
To most Chinese planners the Soviet 
Union remains the predominant mili- 
tary danger, but there are divergent 
views on the extent of the threat emanat- 
ing from Moscow. 

Some civilian Chinese analysts point 
to several factors which militate against 
Soviet leaders resorting to force in the 
pursuit of foreign-policy objectives. 
There is an awareness that the current 
Soviet leadership headed by General 


Secretary Mikhail Gorbachov is more 


preoccupied with domestic economic 
restructuring than on expanding Soviet 
influence globally. 

Moscow has also been less than suc- 
cessful in converting its military might 


into political influence in Asia. Con- 


certed Soviet attempts since the late 
1960s to promote its version of an Asian 
collective security system have found no 
takers. Thus, the Chinese feel the cur- 
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rent Kremlin leadership is less ham- 
handed in employing the military pro- 
wess at its command. 

It is also doubtful whether the Soviet 
army can sustain a conventional war 
against China, given overlong logistical 
lines to the European parts of the Soviet 
Union from where the bulk of the rein- 
forcements and supplies would have to 
be moved along the single-line Trans- 
Siberian railway. Chinese and Western 
experts estimate the Soviets would re- 
quire 3 million troops for an invasion 
down to the Yangtze River. Even limit- 
ed incursions, as one Chinese source 
pointed out, “might involve only 
100,000 Soviets crossing the border, but 
would demand a million troops to back 
up against possible [Chinese] reprisals.” 

In direct contrast with such sanguine 
civilian views, Chinese military analysts 
remain more sceptical of Soviet inten- 
tions. They do not think that Moscow's 
military muscle is less likely to be 
wielded today than in the past. Soviet 
defence budgets continue to grow, they 
note, more and better equipment is 





Deng: prevailed. e 


Pacific land and maritime areas. The 
pursuit of these interests has also in- 
volved efforts to negate Soviet and 
other — principally Vietnamese and In- 
dian — influence in Asia. Thus China 
has forged closer defence ties with 
Pakistan and Thailand. It has also kept 
up a low-intensity border conflict with 
Vietnam, in an attempt 
to lossen Hanoi's hold 


over Cambodia. 
Domestically too, 
recent industrial 


growth and urbanisa- 
tion have forced 
policymakers to revise 
the earlier people’s war 
strategy. That strategy 
envisaged luring the 
enemy deep into 
Chinese territory be- 
fore defeating it 
through protracted 
warfare. Peking ha^ 
now opted for a mor 
forward defensive post- 
ure which requires de- 
fending the country on 
or outside its borders. Projection of 
power beyond one's territory entails the 
development of rapid deployment 
forces which are self-contained in logis- 
tics and operational matters. In turn, 
this conflicts with the existing Chinese 
force planning — aimed mainly against 
the Soviets — involving the large-scale 
forces to fight off powerful Soviet inva- 
sion thrusts. 

However, the PLA’s ability to meet 
the two conflicting contingencies is lim- 





added to combat inventories daily, and 
the top brass still occupies a powerful 
position in the Kremlin. 

However, a thaw in Sino-Soviet rela- 
tions has been in the making in recent 
years. The Soviets have offered to with- 
draw some troops from Mongolia an 
made concessions on the demarcatio.. 
of the Sino-Soviet border and bilateral 
trade has also picked up. Some analysts 
believe that about 100,000 Chinese and 
80-90,000 Soviet troops have been with- 
drawn in recent years from the mutual 
border. While fears of a direct conflict 
have waned, indirect military competi- 
tion between the two rivals for ex- 
panded regional influence will con- 
tinue. 


Fe second major potential threat to 
China’s security could come from 
Japan. Frictions in Sino-Japanese rela- 
tions in recent months, coupled with Pe- 
king’s concern at Japan’s growing de- 
fence build-up — especially in its naval 
forces — and the bitter historical legacy 
that still runs deep, have intensified 
Chinese anxieties about Japan’s poten- 
tial for military mischief. “In China’s 
view, Japan has always been, and al- 
ways will be a militaristic state, despite 
its post-war legacy,” said a Western 
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ited because of budgetary constraints. 
Over the past eight years, the PLA’s 
share of government expenditure has 
fallen from 17.5% or Rmb 22.3 billion 
(US$6 billion) for 1979 to 8.3% or 
Rmb 20.4 billion for 1987. Although the 
Chinese exclude major items such as re- 
search and developments costs, the 
PLA is experiencing painful financial 
adjustment which is likely to continue 
for a few more years. The shift in 
strategy, accompanied by inevitable 
changes in organisation and weapons, 
will therefore have to be accomplished 
within the resources of the military sys- 
tem itself. 


he PLA performed woefully in the 

1979 border conflict with Vietnam, 
because of a general lack of prepared- 
ness. Logistical lines were over- 
stretched and there was a failure of com- 
mand, control and communications. 
^ yround forces could not get air cover 

ecause they were beyond the range of 
Chinese aircraft. 

The lessons of these shortcomings 
have been incorporated in upgrading 
the fighting capability of PLA forma- 
tions. The poorly structured PLA field 
armies are being reorganised into group 
armies with a more integrated battle 
order incorporating better coordination 
— pun: air, artillery and logistics — 
and enhanced fire-power. 

However, the pace of modernisation 
has been slow. Of the 35 field armies 
slated for upgrading, only three group 
armies have so far been identified — 
though some sources put the figure at 





scholar specialising in defence matters. 

Expectations, however, are that it 
will be decades rather than years before 
Japan's military strength will begin to 
threaten Chinese security interests di- 
rectly. "We must, though, prepare for 
wuch an eventuality,” said a Chinese 
analyst, “for it will surely come.” 

In certain respects, Toyko is as po- 
tent a threat as Moscow. Because of 
its awesome economic strength and 
technological edge, Japan’s military 
capabilities, if realised, would surpass 
anything the Chinese could develop in 
response. In addition, unlike the Soviet 
Union, which is a European power with 
Asian aspirations, Japan is, like China, 
an Asian state. As their respective 
regional interests expand, friction will 
undoubtedly follow. 

Chinese broadsides on Japan’s rearm- 
ament programme have grown louder 
recently, after Tokyo exceeded its self- 
imposed limit of 1% of GNP on defence 
spending. The latest swipe came in 
November during talks between 
Chinese Communist Party General Sec- 
retary Zhao Ziyang and the visiting 
leader of the Japan Socialist Party, 
Takako Doi. Zhao pointedly noted “a 
few people's desire to turn Japan into a 
major military power.” The unmistaka- 
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Battles of the future: page 20 


Zeroing in on Japan: page 21 





five or six. The major obstacles to up- 
grading are the PLA’s poor organisa- 
tion and training, in addition to finan- 
cial constraints. 

Policymakers are looking for solu- 
tions which eliminate waste and utilise 
limited resources efficiently. One 
strongly favoured approach is to build 
up reserve units to supplement regular 
forces. In the past, the PLA relied ona 
general militia system where able- 
bodied people with or without military 
training would form a guerilla home 
guard to support main forces. 

The militia, which once totalled 4.3 
million people, has since been reduced 
to 20% of its former strength, resulting 
in considerable savings to the ex- 
chequer. The new reserve units will be 
manned by part-timers, drawn from the 
vast pool of ex-servicemen, who can be 
mobilised quickly in crisis situations. 
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PLA honour guard: cut but modernisation is slow. 





ble reference was to elements in the 
Japanese Government who have 
pushed for a stronger military posture. 
Japanese attempts to allay Chinese 
and other Asian states' fears have fallen 
on barren ground. The Chinese army's 
official newspaper, Jiefangjun Bao, in 
assessing the contents of Japan's 1987 
Defence White Paper, concluded that 
because of its excessive stress on “the 
existence and significance of military 
strength . . . [and Japan's] continued arms 
expansion . . . will inevitably result in a 
sense of threat to its neighbours," espe- 
cially in light of the policymakers' deci- 
sions that “Japan must develop its mili- 
tary strength in an unlimited manner." 
Chinese security concerns with India 
and Vietnam are rather peripheral. Es- 
calation of Sino-Indian border tensions 
earlier this year brought both sides to 
the brink of a repeat of the 1962 border 





Thus the PLA will have a better-trained 
reserve system, which is not a financial 
burden in peacetime. 

Emphasis is also being placed on the 
development of naval and marine 
forces. Chinese strategists are particu- 
larly concerned at the naval build-up in 
the Pacific by the two superpowers 
which threatens China's expanding 
maritime interests. Development plans 
to the end of the century call for a three- 
stage expansion of the navy: more and 
better warships; nuclear and conven- 
tional submarines, and aircraft — prob- 
ably including aircraft carriers. 

The Chinese navy now consists of 
five nuclear submarines — two of which 
carry 12 intercontinental ballistic mis- 
siles apiece — 113 conventional sub- 
marines, 44 ocean-going surface com- 
batants and a host of coastal craft. The 
navy also boasts three marine divisions. 
The expansion plan will transform the 
navy from its present coast-hugging 
status to a blue-water force able to 
operate in the Pacific and the Indian 
Oceans. A| 





war. However, Chinese planners do not 
believe India constitutes a major threat, 
despite a hefty arms-procurement pro- 
gramme by the Indian armed forces in 
recent years. Moreover, the forces of 
the two sides across the Himalayan bor- 
der are rather evenly matched and the 
inhospitable terrain makes it difficult to 
make major military gains. 

Vietnam has a maritime boundary 
dispute with China in the Spratlys island 
chain. Hanoi’s ambitions in Southeast 
Asia conflict with those of China. Nor 
does China like Soviet military bases on 
Vietnamese soil, such as their naval 
facility at Cam Ranh Bay. The Chinese 
strategy to contain Vietnam will con- 
tinue to be based on keeping Hanoi 
on the defensive along the Sino-Viet- 
namese border while supporting anti- 
Hanoi governments in the region. 

— Bob Hu 
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Battles of the future 


The stress is on localised conflicts on the borders 


ith the development of nuclear 

weapons, most international con- 
flicts since World War II have been 
localised wars limited to two nations or 
surprise surgical strikes to wipe out 
specific targets. Now that the Chinese 
have almost given up their dogma of a 
protracted people’s war, they too have 
been studying the lessons of the 1973 
Arab-Israeli war, the 1982 Falklands 
conflict and the 1986 US airstrikes on 
Libya. 

Peking is aware that the Soviets did 
consider at least twice — in 1960 and 
1969 — the quick destruction of selected 
Chinese industrial and military targets, 
including the Lop Nor nuclear testing 
site. Therefore, the Chinese general 
staff cannot rule out Moscow consider- 
ing similar options in the event of a fu- 
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ture Sino-Soviet conflict. China's anti- 
quated air-defence system would be no 
match to a swift strike by Soviet SU25 
ground-attack aircraft or the deep- 
penetration TU28 bombers protected 
by MiG25 or 31 fighters. Western mili- 
tary analysts also think that a limited 
Soviet ground invasion to destroy or 
capture vital Chinese facilities, such as 
oilfields, would be ineffectively met by 
the People’s Liberation Army (PLA). 
A likely scenario would be for an 
elite Soviet invasion force of 50-75,000 
troops, equipped with the latest T80 or 
T72 tanks moving under an electronic 
barrage, and air cover by helicopter 
gunships and fighters. These armoured 
columns could slice their way through 
lightly equipped Chinese border troops 
to arrive at intended targets within a few 


Making matters worse 


Laos and Thailand trade shots and propaganda over border issue 


By Murray Hiebert in Bangkok 


hailand and Laos traded gunfire and 

propaganda over several disputed 
hills along their often poorly defined 
border in recent weeks, threatening ef- 
forts to improve relations between 
neighbours who have similar cultures 
but follow opposite ideologies. 

Laos charged that Thailand began 
the latest hostilities when it sent F5 
fighter planes to bomb three hills and 
then fired artillery shells up to 10 km 
into Laos’ Sayaboury province on 15 
December. Lao Deputy Foreign Minis- 
ter Souban Sarithirath called the attacks 
the most serious border incident since 
the communist victory in Laos 12 years 
ago. 

Thai army commander Gen. 
Chaovalit Yongchaiyut, who visited the 
border a few days after the fighting 
erupted, denied that Thai troops had 
violated Lao territory, claiming instead 
that they were trying to oust Lao sol- 
diers who had occupied several 
kilometres of Thailand’s Pitsanulok 
province since May. 

Six Thai soldiers were killed and 
about 30 were wounded during the first 
week of fighting, according to Gen. Siri 
Thiwaphan, the Thai commander in 
charge of the region. Laos has not re- 
leased any casualty figures. 

Diplomats in Vientiane and 
Bangkok say the disputed area covers 
less than 70 km? and is made up mostly 
of forest-covered hills which have long 
been a centre of activity for smugglers, 
poachers and anti-government rebels. 


Both Laos and Thai- 
land claim the area on the 
basis of a 1907 treaty 
between Thailand and 
France. But the treaty’s 
border description is 
not precise, defining the 
watershed of the Heuang 
river as the boundary. 
However, the river has 
two tributaries with simi- 
lar names. Thailand 
claims its territory runs 
up to the Heuang Nga 
river, while Laos claims 
the Heuang Pa Man, 
about 8 km west, forms the border. 

The events leading up to the recent 
hostilities began in May when Laos 
charged Thailand with massing troops 
in the area to protect loggers who were 
illegally felling trees in Laos. Thailand 
claims Laos moved troops into the dis- 
puted area in June and attacked Thai 
loggers, killing several people. Thailand 
then sent in forces to oust the Lao 
troops, and over the next few months 
control of the area seesawed back and 
forth between the two sides. 

Relations were further strained after 
the conflict erupted when Laos’ Ambas- 
sador to Bangkok, Kamphan Sim- 
malavong, approached Chaovalit at a 
funeral ceremony and asked him to help 
resolve the dispute. “This ambassador 
always breaks with protocol. I am tired 
of him,” Thai Foreign Minister Siddhi 
Savetsila complained after the meeting. 





Souban: blames Thais. 


days and before a proper PLA response 
could be mustered. 

Chinese strategists retort that any 
Sino-Soviet conflict would immediately 
be broadened to an all-out affair, even if 
the Soviets attempted to limit its fallout. 
There is an element of bluff involved 
here, as the Chinese concede that if the 
Soviets launched a calculated attack and 
“raised the stakes of any Chinese re- 
sponse,” by threatening other tar- 
gets, Peking would be in a sticky posi- 
tion. 

However, as the probability of a 
Sino-Soviet conflict is very low, Chinese 
planners are devoting more attention to 
the possibility of local wars on other 
borders. Military forces war-danced 
in early 1987 on the Sino-Indian bor- 
der. The Chinese and Indian forces are 
rather evenly matched. Both sides have 
improved their rapid-deployment and 
reinforcement capabilities. But the rug- 
ged terrain makes large-scale opera 
tions difficult. — BobHi 


“He should have contacted the Foreign 
Ministry directly." 

In 1984, the two countries fought 
over three villages in another disputed 
border area. Thailand, using a US map, 
claimed the villages were in Uttardit 
province; Laos cited the 1907 French 
map to insist they were in Sayaboury 
province. Thai troops 
were eventually pulled out 
of the area, but the dispute 
has not yet been resolved. 

Laos and Thailand, 
however, took some ten- 
tative steps to improve 
their relations in Novem- 
ber 1986 when Arun Panu- 
pong, a foreign affairs ad- 
viser to Thai Prime Minis- 
ter Prem Tinsulanond, vi- 
sited Laos. But the second 
round of talks in Bangkol 
in late March were morc 
acrimonious. At the end of 
the first day of talks, 
Souban Sarithirath irritated his hosts by 
calling a press conference in which he 
charged Thailand with supporting Lao 
anti-government rebels. 

Laos has called for a third round of 
negotiations, but Thailand has not yet 
agreed. Thai officials say they want time 
to evaluate Laos' intentions so they can 
avoid the problems of the previous 
round of talks. 

Economic and cultural relations be- 
tween the two countries have improved 
during the past year, even though offi- 
cial ties remain strained. Bangkok cut 
the number of items banned from ex- 
port to Laos from 273 to 61 and recently 
opened a northern border point to allow 
a foreign-aid organisation to send rice to 
a drought-stricken area of Laos. Cul- 
tural troupes exchanged visits during 
the past year for the first time since 
1975. 
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| Congress moves to stop US Navy sale of defence system 


By Robert Manning in Washington 


apping a year of at times heated 

y Japan-bashing in the US after the 
Toshiba affair, the US Congress is try- 
ing to block the sale to Japan by the US 
Navy of a sophisticated air defence sys- 
tem, Aegis. Japan’s deployment of Aegis 
| — a computerised ship radar and fire- 
| err system = ould aa im- 
rove Japan’s ability to guard air and sea- 
ini apts 1,600 km from its coastline. 
The navy has been discussing the sale 

of Aegis for several years. Its saleis view- 
ed as an important aspect of develop- 
ing a long-term two-way defence tech- 
nology flow between Japan and the US. 
But the powerful chairman of the 





Gunning for the Gorkhas 


Indo-Nepal ties soured over ethnic problems 


By Kedar Man Singh in Kathmandu 

epal’s relations with India have de- 
j W Wteriorated in recent months despite 
| the amicability displayed in Kathmandu 
| at the summit of the South Asian As- 
sociation for Regional Cooperation 
summit in early November. 

The recent problems are mainly re- 
lated to Indian nationals of Nepalese 
origin. Over the past couple of years 
Nepalese-speaking Gorkhas of the Dar- 
 jeeling district in West Bengal have 
been agitating for a Gorkhaland state. 
3orkhas in other parts of northeast 
andia have been subjected to harass- 
ment. And these basically internal 
. problems have flowed into Nepal. 

On 14 December, India’s Central 
Reserve Police Force (CRPF) crossed 
. Nepal's eastern border and set several 
. houses on fire in a small frontier 
























| Minister S. K. Upadhyaya, the CRPF 
. entered Manebhanjyang town, adjacent 
| to Darjeeling district, allegedly in 
| pursuit of armed militants of the Gor- 
| khaland National Liberation Front 
| (GNLF), a grouping seeking the separate 
| State. 

. . Nepal has lodged a protest with the 
. Indian High Commission in Kathmandu 
. over the incursion, which is claimed to 
| be the fourth such incident in the bor- 
| der region in the past three months. 
|. Kathmandu considers Gorkhaland as 
|. purely an internal problem of India. 
But on 14 December, West Bengal's 
ief Minister Jyoti Basu charged at a 
'5ss conference that Nepal had pro- 


town. According to Nepal’s Foreign - 





vices committee, Charles Bennett, has 
introduced legislation to ban the sale. 
Bennett argues: “No other nation has 
an Aegis system or a system that even 
approaches Aegis’ capabilities." 

The Aegis system enables auto- 
mated detection and tracking of incom- 
ing hostile aircraft and missiles, deter- 
mines which is the greater threat and 
should be targeted first, selects the ap- 
propriate weapon, aims and fires it at 
the attacking target. Aegis can see in all 
directions and track more than 200 
objects simultaneously at distances of 
more than 400 km. 
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were also running a training camp in- 
side Nepal — a charge denied by 
Kathmandu. The Indo-Nepal border is 
an open one, with no visa restrictions 
for citizens of either country. The 
Nepalese press has been highly critical 
of the latest alleged CRPF incursion and 


Basu’s charges. The Rastra Pukar | 


weekly even compared Basu to Hitler 
and Stalin. 
In turn, Nepalese officials have also 


charged that the communist govern- | 
ment in West Bengal has colluded with | 
| carrying gold bullion back to Kath- 


the banned communist movement in 
Nepal. Kathmandu has also complained 
about West Bengal giving shelter to 
Ramraja Prasad Singh, a ring leader of 
an anti-royalist group which was in- 
volved in a June 1985 bombing in which 
eight civilians were killed and another 
22 people injured. 


epal has also been concerned with 
the influx of Indian nationals of 
Nepalese origin in recent years, mainly 
from the northeast Indian states of 
Assam and Meghalaya. There have 
been Gorkha settlements in those states 
for decades. But of late, the dominant 
ethnic groups of those states have begun 
forcibly evicting the Nepalese-speakers, 
fearing that the so-called outsiders were 
taking away jobs and land from the na- 
tive inhabitants. 
Under a bilateral treaty between 
New Delhi and Kathmandu, the nation- 
als of the two countries are granted the 
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the Toshiba affair. 


5 gon has from time to time taken thelaw | - 
‘y Ato its own hands, much to the em- | 
Zoarrassment of New Delhi. According | 
2^ to official Nepalese sources several 

| thousand people evicted from Meg- 
vided sanctuary to GNLF activists, who | 


| open Indo-Nepal border, seized some. A 


| New Delhi where he met Indian Prime 








lowed it to make quieter submarines, | 
a reason for not trusting Tokyo. Ben- 
nett said: “The compromise of Aeg 
technology would have devastating ¢ 
fects on the ability to defend our carrie 
battle groups at sea.” Es 
However, a Pentagon official told 
the REVIEW: “The Japanese military is 
not Toshiba. Everything we have given. 
them has been protected." US officials 
say that the Aegis sale will not only im 
prove Japan's defence capabilities, but 
also help redress the huge US trade de- 
ficit with Tokyo. dd 
In a year-end fit of Js 
just weeks before the Washingt 
of Japan's new Prime Minister 
Takeshita in mid-January, Cong 
approved several anti-Japai 
including a measure which 
Japanese firms from biddi 
construction projects woi 
dollars a year. Congr ` 
press for Japan to pay comp 
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e local popula- | - 


halaya in July 1986 have sought re- 
fuge in Nepal. 

Compounding these ethnic problems 
which are common to most parts of = 
the Subcontinent, Indian authorities 
created yet another unrelated irritant to- 
Indo-Nepalese ties in November 1987. 
A chartered aircraft of Royal Nepal 
Airlines carrying Gorkha soldiers of the 
British army from Hongkong to Kath- 
mandu made a routine refuelling stop 
at Calcutta airport. Many of the sol- 
diers —some who had retired and others 
who were going home on leave — were 


mandu, which is allowed under Nepal- 

ese law. m 
Indian customs officials, suspecting | 

that the bullion was meant for sub- 

sequent smuggling into India across the 


20.7 kg of gold worth US$500,000. The | . 
flight was allowed to carry on minus the - 
gold, though the individual owners were | 
issued official receipts by the Indian au- |: 
thorities. The case is being handled at — 
the highest diplomatic levels. 

In December Upadhyaya visited 


Minister Rajiv Gandhi and held lengthy |. 
discussions with K. Natwar Singh, the | 
Indian minister of state for foreign afe | 
fairs. The Indian leaders agreed to |. 
evolve a solution to the problem of mi- 
grant Gorkhas. But domestic political 
pressures in India have their own 
dynamics, which make a neat solution 
difficult. a. 
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Testing reform limits 


Opposition challenges the ruling KMT’s political rules 


By Shim Jae Hoon in Taipei 


little more than a year after the 

launching of Taiwan’s opposition 
Democratic Progressive Party (DPP), 
the party is testing the limits of recent 
political liberalisation by escalating a 
campaign against two pieces of legisla- 
tion which would define the scope of 
political activities. 

Engaging in street rallies and some- 
times even brawls within the Legislative 
Yuan over the issue, the opposition has 
tried to block the passage of two draft 
laws governing the freedom of assembly 
and demonstration, and the formation 
of new political parties. The two bills 
are part of wide-ranging political re- 
forms promised by President Chiang 
Ching-kuo after lifting martial law and a 
ban on forming new political groups. 

The wording of the bills shows how 
cautiously the ruling Kuomintang 
(KMT) is approaching political reform. 
Neither the newly submitted Law on 
Assembly and Demonstration During 
the Period of Communist Rebellion, 
nor the amendment to the existing Law 
on Formation of Civic Organisations 
Under the Emergency Period, offer 
quick and extensive broadening of civil 
liberties. 

Although martial law has been 
lifted, the proposed laws still struggle 
under the weight of an archaic condi- 
tional title meant to support the fiction 
that China is temporarily controlled by 
forces Taiwan describes as communist 
bandits. Nowhere in the two laws is 
there any hint that Taiwan is adjusting 
to demands for radical political change 
similar to those which have overtaken 
its neighbours, the Philippines and 
South Korea. 

Indeed, the drafts indicate the gov- 
ernment’s concern that precisely such 
political changes might occur in Taiwan 
unless the reforms are tightly regulated. 
Article 4 of the draft on assembly and 
demonstration empowers the police to 
ban rallies and demonstrations if these 
are viewed as violating the constitution 
or advocating communism or indepen- 
dence for Taiwan. Demonstrations will 
be banned near legislative, judiciary or 
executive buildings, as well as near 
. military facilities or the international 
airport. 

While dissidents viewed these provi- 
sions in general as foreshadowing a per- 
manent curb on virtually all aspects of 
opposition activities, the DPP was par- 
ticularly anxious to leave the issue of 
Taiwan's independence open. The 
party recently has been split over the 
question, with the radical wing clamour- 
ing for a declaration in the DPP's offi- 
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cial platform expressing support for in- 
dependence. 

Nursing the wounds of defeat on the 
mainland in 1949, adherence to the con- 
stitution, rejection of communism and 
keeping Taiwan as a part of China to be 
"recovered" in the future constitutes 
the KMT's raison d'étre. These three 
aspects are beyond challenge by any 
political group. Surrendering any one of 
them would lead to accepting the status 
quo — Taiwan's separation from China 
— which would gravely erode the 
KMT'slegitimacy. 

The DPP attack on Article 4 of the 
new law — which enshrines the KMT's 
basic ideology — and its demand that 
the article be scrapped is, therefore, an 
assault on the very foundation on which 
the government rests. If such action ap- 





pears a little foolhardy, even impracti- 
cal, the DPP sees the offensive as a logi- 
cal extension of its five-year programme 
demanding new elections at all levels of 
parliament — the Legislative Yuan and 
Control Yuan and the national assem- 
bly, which elects the president. The 
DPP now openly espouses popular elec- 
tion of the president. 


O ther articles in the new law provide 
stiff penalties for those ignoring 
police orders to disperse of a fine up to 
NT$100,000 (US$3,500) and imprison- 
ment of up to two years. 

“These provisions show the |KMT] 
does not really want political liberali- 
sation," said Hong Chi-chang, a 
DPP central executive committee 
member and also a national assembly 
member. 


Another target of the DPP's recent 
campaign is the draft amendment to the 
current law on civic organisations. The 
revision has become necessary because 
the original law, enacted 45 years ago, 
does not cover political parties. How- 
ever, the KMT again has made unques- 
tioning acceptance of the constitution 
and Taiwan's status a mandatory condi- 
tion for party registration. 

For the DPP, the recently launched 
Labour Party and perhaps other parties 
to emerge in the future, the acceptance 
of this clause not only would mean sub- 
scribing to the validity of the widely dis- 
credited KMT claim over the mainland, 
but also the current political anomaly on 
Taiwan. Ageing deputies, last elected 
on the mainland in 1948, are still a 
majority in the Legislative Yuan, ac- 
counting for about 80% of some 300 
seats. Their average age is about 77. 
"We cannot go on accepting such 
a farce," a DPP leader told th 
REVIEW. 

A frequently heard criticism of the 
KMT's insistence on honouring the con- 
stitution isthat the KMT is not true to it. 
DPP leaders insist that the KMT vio- 
lated the constitution by letting 
the late president Chiang Kai- 
shek serve five terms (only two 
terms are technically permitted) 
under a “provisional” emergency 
act meant to deal with mobilisa- 
tion during the civil war with the 
communists. 

This act also allows deputies 
from mainland constituencies a 
lifetime seat in the Legislative 
Yuan on the grounds that occupa- 
tion of China by communists 
make it impossible to hold elec- 
tions. 

KMT legislator Huang Chu- 
wen, a member of the powerful 
judiciary committee, said the gov- 
ernment might drop its insistence 
on banning rallies near the Legis- 
lative Yuan and Executive Yuan. 
Provisions for party registration, 
which require a permit, could be 
relaxed so that the DPP can for- 
mally register itself by notifying the re- 
levant authorities of its formation. Until 
the law is amended, the DPP is recognised 
politically, though it has no legal status. 

As passions cool on both sides, more 
concessions appear likely. On 19 De- 
cember 1987, KMT and DPP negotia- 
tors reached a breakthrough agreement: 
the DPP promised to restrain its 
demonstration on 25 December 1987, 
Constitution Day, in exchange for a 
KMT assurance to consult the opposi- 
tion on parliamentary reforms. This 
compromise enabled Chiang to deliver 
his annual policy speech to the national 
assembly without violent disruption on 
the day — though 11 DPP deputies held 
up banners and shouted slogans calling 
for direct election to parliament — at 
which Chiang promised to continue 
political reform. fi 
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HEN you first handle a Patek Philippe, you 
become aware that this watch has the presence 
of an object of rare perfection. 

We know the feeling well. We experience it every time 
a Patek Philippe leaves the hands of our craftsmen. 
You can call it pride. For us it lasts a moment; for you, 
a lifetime. 

We made this watch for 
you -to be part of your 
life — simply because this 
is the way weve always 
made watches. 

And if we may draw a con- 
clusion from five genera- 
tions of experience, it will 
be this: choose once but 
choose well. 

A Patek Philippe — 
because its for a lifetime. 








PATEK PHILIPPE 
GENEVE 
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Sanwa’s added reach in Japanese finance 
can do a lot for your business 


A wide client base 


The Sanwa Bank, one 
of Japan’s top financial 
institutions, has always 
stressed the importance 
of providing a wide range 
of services without bias 
to a wide spectrum of 
industries. With a cor- 
porate client base that is 
now among the largest 
and most diversified in 
Japan, Sanwa is uniquely 
positioned to assist over- 
seas companies of all 


industries in mergers and 
acquisitions, joint ven- 
tures, investment consul- 
tation, etc. 


Extensive domestic and 
overseas operations 
With more than 260 
offices, Sanwa’s domestic 
network is one of Japan’s 
most extensive. Sanwa 
specialists across the 
country work in close co- 
operation with the Bank’s 
vast Overseas network 


in marketing advisory 
and other services to its 
growing international 
clientele. 


Vast resources 
for more specialized 
services 
Forward-looking bank- 
ing made Sanwa what it 
is today: the world’s 5th 
largest bank*, with total 
assets of over US$200 
billion and an excellent 
credit rating in inter- 


national finance. Backed 
also by subsidiaries 

and affiliates, Sanwa 
bankers are now more 
active than ever in pro- 
viding the specialized 
financial and marketing 
assistance that overseas 
companies require in 
their dealings with Japan. 
Just ask your Sanwa 
banker. And see what 
Sanwa’s added reach in 
Japanese finance can do 
for your business. 


Sanwa bankers are working for you everywhere. 





*1986 Institutional Investor survev 


TRAVELLER'S TALES 


@ TO whatever depths standards have 
sunk in so many areas of public and pri- 
vate life in Hongkong, what was once a 
cultural desert is putting out many lively 
shoots in cultural fields — artistically, 
sculpturally, cinematically, fictionally 
and so on. There has been an upsurge 
too among political cartoonists, the 
Chinese among them quite courage- 
ously satirising the inanities of political 
life in China and the cowardly com- 
promises being negotiated in secret 
about Hongkong’s future. 

Two of the best are Ma Lung and 
his brother, who draws under the 
pseudonym “Local Boy.” The best I 
think is Zunzi, who draws a daily strip 
for the Economic Journal (largely de- 
voted to the governor, with occasional 
forays at the local New China News 
Agency) plus a major cartoon in the 
Yongkong Standard (which also fea- 

ires and excellent new strip by “Trigg” 

who also makes well-aimed lunges at 
local bigwigs). 
e THE Standard also features the work 
of “Fong Laam Lei,” otherwise known 
as Larry Feign who specialises in the 
ironic explanation of Cantonese phrases 
(he's just brought out an excellent sec- 
ond collection of these: Aieeyaaa, Not 
Again). He also draws an excellent daily 
strip for the Standard, involving the 
mutually incomprehensible meetings of 
the worlds of Cantonese and foreign de- 
vils — The World of Lily Wong — which 
reaches heights of hilarity when depict- 
ing such episodes as the closure of the 
Hongkong Stock Exchange. 

On a regional level, of course, 
there's the REVIEW's own art director, 
Morgan Chua, a Singaporean proudly 
celebrating his 15th year with us, and 
the delightful Hung Mo Gwai (aka 
Brian Pringle, who has taken refuge in 
. Perth) whose Sideline strip enlivens the 

ages of the Asian Wall Street Journal. 

' BACK to Hongkong, where the 
South China Morning Post publishes the 
Basher cartoons by “Templar” — a 
pseudonym which masks a lively, satiri- 
cal legal brain and whose cartoons spe- 
cialise in spearing the judiciary. Temp- 
lar's cartoons illustrate another recent 
book, very suitable for Christmas stock- 
ings, Doing Them Justice. This is a col- 
lection of trivia from the pen of Hong- 
kong's Chief Justice Sir Denys Roberts. 
Proceeds (it is published by Ming Pao 
publications and costs HK$47) will go to 
one the most deserving of charities, the 
Hongkong Kidney Patients Trust Fund. 

I have remarked before in these col- 
umns that Roberts' most obvious talent 
is the ability to make witty after-dinner 
speeches; he also writes. funny 
forewords and humorous epistles, the 
tone typified by this extract from the 
book, which is part of a letter to the Law 
Society Gazette: had I been treated de- 
cently, I would, even against what I 
laughingly describe as ‘my better judg- 
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ment,' have extended a warm welcome 
to this paper, in spite of the infelicitous 
choice of its title. The term ‘Gazette’ is 
normally reserved for the kind of local 
journal which sees the world through 
the wrong end of a pair of binoculars, 
like the Bethlehem Gazette with its fa- 
mous headline: *Local Boy Works Mira- 
ee. 

Hongkong's legal system may be tot- 
tering and the judiciary's credibility se- 
verely damaged, but we can always rely 
on Roberts for this sort of thing. I find 
myself rather like the lawyer accused by 
a judge of showing contempt of court. 
“On the contrary, M'Lud," the lawyer 
replied, *I am doing my best to conceal 
it.” Templar's cartoons illustrate it all 
marvellously: 


Blokes KEEP A SreAIGHT 
FACE — DAMNED IF | CAN 





@ A FEW weeks ago I commented in 
these columns on the recent extension 
of Roberts’ term of office (17 Dec.) and 
the authorities have since replied. It put 
out a bland statement that his “further 
appointment until 13 March” (he was 
due to retire at age 65, on 19 January) 
was “both legal and constitutional,” 
duly approved by the Secretary of State 
in accordance with the passage of the 
Letters Patent which read: “A person 
may be appointed to be a judge of the 
Supreme Court (whatever his age and 
whether or not he has previously held 
office as such) for a specified period or 
periods not exceeding five years in the 
aggregate." Being translated, that 
means that the CJ is a supreme court 
judge, so the extension was OK. 

@ THIS seems to me to be an example 
of false logic of the “every-tiger-is-a-cat- 
therefore-every-cat-is-a-tiger" variety. 
The passage preceding that quoted by 
the authorities spells out what “retiring 
age” is “in relation to the Chief Justice 
and any other judges in the Supreme 
Court [is] the age of 65 years.” Why in 
defining retiring age does it specifically 
separate the CJ from the other judges, 
unless in the matter of retirement there 
is a distinction to be drawn? The pass- 
age quoted by the government specifies 
exceptions applicable to such judges — 
clearly, by implication, not including 
the CJ. In fact, the Judicial Service 


Derek Davies 


Commission advises the governor on 
judges' terms of service and on any ex- 
tension of their tenure — and the com- 
mission is chaired by the CJ. Did he, as 
chairman, therefore help advise the 
governor on his own extension? This is 
Alice in Wonderland stuff. 
e FURTHER, even if it could be ar- 
gued that the extension did comply with 
the letter of the law, it most obviously 
did not comply with its spirit. Any pre- 
rogative laid down by the Letters Patent 
entitling the Queen to extend the office 
of a CJ was certainly not intended to be 
exercised flippantly — for example to 
allow an incumbent to stay on in office 
for a couple of months (with salary, al- 
lowances, servants, splendid residence, 
chauffeured limousine and various 
other appurtenances) so that he and his 
family could delay their departure until 
the sailing of the liner Canberra on 
which they have booked their (paid) ca- 
bins back to Britain. Especially when a 
CJ-designate is waiting in the wings. 
But I diverge from what should be 
seasonal goodwill. I won't even ask 
what's happened to the Judiciary Bill 
mooted two-and-a-half years ago which 
was to bring an official separation of the 
judiciary from the executive as a pre- 
1997 precaution. Buy the book. It's a 
good laugh and an excellent cause. 
@ FURTHER, I am in danger of not 
properly celebrating the REVIEW’s 
transmogrification on to new, coated 
paper and the new ability to publish 
Traveller’s Tales in full-colour vulgar- 
ity. Let us hail the holiday period with a 
couple of products from Taiwan (at 
least, I suspect them of being made in 
Taiwan; their provenance is not clear 
from the packets). Douglas Lee bought 
one, in Singapore; it was one of those 
plastic pads with vacuum pads on both 
sides, useful for hanging objects up on 
walls, windows or any other smooth sur- 
face: 


NEW 
PRODUCT 
YONE'S NEED ALLMIGHTY SUCKER 
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Evidently, the manufacturer was not 
satisfied that the phrase adequately con- 
veyed the sticking power of his pads. He 
had them re-packaged, and Robert 
Bose bought one in Bangkok: 
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Seoul games is showcase for region’s athletes 


Asia's sporting chance 


By Michael Malik 





The XXIV . modern 
Olympic Games in 
Seoul in September is 
planned to be the 
most important and 
lavish sports event 
ever staged in Asia, 
and is intended to give 
South Korea the sort of international 
prestige to match its emergence as anew 
industrial power. 

It is one of the first acts of a scenario 
which sees the Asia-Pacific region in the 
forefront of all fields of human en- 
deavour in the 21st century — and 
China’s desire to stage the symbolically 
timed Olympics in the year 
2000 fits into this picture. 

But the grand design is 
flawed. Not even China is 
likely to be as successful as 
many expect at the Seoul 
games and the host nation 
may well be in for a shattering 
disappointment. Asia's third 
potential sporting giant — 
India — is so heavily asleep 
that even the most optimistic 
plans call for a revival in the 
1990s. 

China and South Korea 
have, admittedly, managed 
to push a sports programme 
to the point were they have 
broken through on many 
fronts, not just through one 
or two exceptional individu- 
als. China, in isolation for de- 
cades after the revolution, spent that 
time slowly preparing and — with the 
advantage of a vast population — was 
able to emerge eventually on to the 
international stage with world-class 
athletes. But the recent results at a 
lavish national meet in Canton, when 
carefully analysed, are far less impres- 
sive than they sound at first. Com- 
petitors broke 18 world, 41 Asian and 
82 national records. But only three 
were in Olympic events, all in weight- 
lifting. 

South Korea has made the biggest 
concerted effort to pull itself into the 
top league of any Asian country. Its 
sudden emergence from mediocrity at 
the 1985 Asian Games staged — as a 





prelude to the Olympics — in Seoul, | 


where it finished in third place, one 
medal short of Japan, surprised 
many. 

But just how good are the Ko- 
reans? National expectations are high 
for "their" Olympics. But disappoint- 
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rdlers at the Asian Games in Seoul. 
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ment could be in store. There are 
signs that the South Koreans are 
still too far behind world stan- 
dards to win more than a tiny handful of 
medals — and could even emulate the 
poor Canadians who, in 1976, became 
the only host country ever to fail to win a 
gold. 

Ignoring all the other possible disas- 


ters attached to the high-risk Seoul | 


Olympics, a national backlash of disap- 
pointment might well lay in wait for the 
new and vulnerable South Korean 
Government of Roh Tae Woo. 

Across the rest of Asia, the grand de- 
sign, in fact, isa ragged patchwork when 





examined in detail. Most countries, 
when it comes to it, have an ambivalent 
attitude to sports policies and practice, 
with few deciding on a line and sticking 
to it. 

All play lip-service to the role sport 
has to play in national fitness, but the 
social or .political objectives of sport 
tend to be seen less clearly. As a nation- 
builder, or as a tool for national 
prestige, sport has a difficult dou- 
ble edge: you can lose as much as you 
can win. 

And in the wider context, Asian 
countries have come to the wary conclu- 
sion that, in fact, on the world scene 
they do lose more often than they win, 





€, . . all true of course, but not 
the stuff that stirs the hairs on 
the back of the neck, raises 
national pride or fills 
stadiums.? 





and even regionally or sub-regionally 
consistency of winning is a difficult ob- 
jective to achieve. So national sports 
programmes, though declared in most 
countries, are usually badly funded and 
inadequately administered because no- 
body has much faith in the return on the 
investment. There have been too many 
painful awakenings to reality. 

The failure of national champions, 
either individuals or teams, on the 
larger stage, tends to make players and 
officials resort to that other and well- 
tried position: it is playing not winnit 
that counts and your performan.. 
should only be counted against your 
own previous best and not 
against the winner. All true 
of course, but not the stuff 
that stirs the hairs on the 
back of the neck, raises na- 


tional pride or fills sta- 
diums. 
And there is a certain 


hypocrisy attached to it. The 
public contempt expressed 
for the half-insane displays of 
American chauvinism at the 
Los Angeles Olympics by 
Asian and other Third World 
sports officials was tem- 
pered privately. “Of course, 
if we were the host country 
and we were winning like 
this, we would be doing 
exactly the same," admitted 
some honest sports officials — 
but only unattributably. 

The link between sports and nation: 
pride was nowhere more clear than in 
the 1960s in Japan, where the successful 
and highly efficient hosting of the Olym- 
pic Games in 1964 marked Japanese 
emergence on to the post-war interna- 
tional stage, both as a  "rehabili- 
tated” society and an already successful 
economy. This is exactly the perform- 
ance which, 24 years later, the South 
Koreans are determined not merely to 
emulate but surpass, with sports reflect- 
ing their national and economic deter- 
mination to outdo their Japanese neigh- 
bours. 


E 
P. 


he Japanese have put great effort into 

and take great pride in the perform- 
ance of their athletes, particularly in 
volleyball and gymnasics. But they have 
seen their supremacy in both these 
sports challenged and eroded by the 
Russians, the East Europeans and the 
Chinese. 

The media coverage of sports in 
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Japan reflects the decline: full attention 
is paid to an international yachting 
event or to the Grand Prix car race as 
long as Japanese are still contenders, 
but once Japanese entries are knocked 
out interest dwindles. 

When Japanese are defeated, some- 
times by huge scores, in such sports as 
rugby or basketball, media commen- 
tators usually wrap up shorter-than- 
usual reports with a comment excusing 
the Japanese performance on the 
grounds that height and weight consti- 
tute an insuperable obstacle. Such ex- 
cuses are not available in Japan's own 
traditional sports and hurt pride is evi- 
dent when foreigners beat Japanese at 
judo and sumo wrestling. 

As the Japanese are spending some 
time and money on leisure pursuits, a 
new generation of sportsmen and 
women may well emerge. But for the 
present, Japan can rarely express its na- 

nal stature on the sports field. 

Thailand may lag a long way behind 
on the economic front, but it draws 
great national satisfaction and en- 
thusiasm from its most popu- 
lar spectator sport. Muay Thai 
— Thai boxing — in which 
the feet as well as the 
hands and arms are used, 
has come a long way since 
the early Ayuthya era when 
the legendary Thai fighting 
hero Nai Kanom Tom re- 
gained freedom from his Bur- 
mese captors after defeat- 
ing a string of his enemy's 
gladiators in an unarmed con- 
test witnessed by the Bur- 
mese king. 

Six programmes in Bang- 
kok are televised each week 
nationwide, not includingthree 
other matches that do not get 
televised. It is a favourite 
from the rural temple fairs to 

ingkok's two main stadiums. 

The sport has also become a craze in 
some foreign countries, such as Japan, 
the US West Coast and even London. 
None of the foreign-adapted boxing 
styles, however, has come close to 
matching Muay Thai’s ferocity. This 
point was driven home in 1979, when 
Thai fighters entered the ring to face a 
group of foreigners who professed to 
excel in Chakuriki, a composite mixing 
such well-known Oriental arts as ka- 
rate, kung-fu and judo. The event saw 
the six Europeans and two Americans 
all knocked out by the Thais in the first 
round. i 

Sport is not just about. national 
policy and pride. There are many other 
roots from which, in fact, it grows much 
more healthily than in the unnatural 
hydroponic culture of a national sports 
programme. 

First and foremost, there is an appa- 
rently universal basic urge of human be- 
ings to want to play games. In fact, to- 
gether with other cultural inclinations, 





it is one of the truly basic indicators of 
the higher intelligence — though when 
watching British football or North 
American ice hockey this may be hard 
to believe. 


pr. like to engage themselves in 
contests of strength and skill. From 
the earliest dawn of the human era 
people have tried to run faster than 
others or throw things further. And in 
Asia there are still strong inclinations to 
play ancient games associated with par- 
ticular cultures which often have more 
grassroot participants than the modern, 
internationally recognised sports. 

The people of the Indian Subconti- 
nent and of the Malay races appear to 
have a natural inclination towards team 
sports, while Thais and north Asians are 
perhaps more drawn towards combat — 
in the form of the highly ritualised mar- 
tial. arts. Even table tennis has a 
gladiatorial aspect. There are other 
peculiar inclinations in recreation, 
some of which baffle. Why are 
Filipinos, for instance, attracted on the 


one hand to the cruelty of cock-fighting 
— and the even more barbarous and un- 
pleasant horse fight — while at the same 
time are Asia's leading chess players? 
Thais have their unique boxing and 
Malays fly kites and spin tops. 

Sadly, for traditionalists, many of 
these sports-cum-pastimes are dying out 
in the face of the attractions of modern 
sports. Malays now play football in the 
kampong now. And in remote areas of 
Pakistan, even near the Afghan border, 
one can see young boys playing cricket 
with a stick and a stone — in imitation 
of the matches they see on TV — 
rather than the old traditional gilli 
danda game played all over the Sub- 


South Korea's ambition: page 28 
Talent gap in China: page 28 
Finding Indonesia's best: page 32 
Indian sport buoyant: page 32 
Cheers turn to jeers: page 34 


continent with a long stick and a short 
one. 

There are other modern well-springs 
of sport apart from cultural heritage — 
fame and money. The urge to become 
rich and famous is another human 
characteristic which all the political 
theorists through the ages, perhaps 
especially Karl Marx, have failed to 
argue away. And it is still a very potent 
factor in producing sporting champions. 

However one may regret Kerry 
Packer's destruction of the dignity of 
cricket, one has to face the fact that the 
game has never been so secure and 
there have been few periods in its his- 
tory when more talent has emerged than 
during the present big-money bonanza, 
despite the concomitant distasteful be- 
haviour (REVIEW, 31 Dec. '87). And it 
is a game — as strangely are all small- 
ball sports except perhaps tennis — at 
which Asians not only hold their own 
but often can dominate. 

The attractions of sport in some cul- 
tures are not simply cash returns but 
those of privilege, as frankly admitted in 
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inclination towards team sports. 





an interview with the REVIEW by In- 
donesian women's badminton cham- 
pion Elizabeth Latief (page 32). 

While the "hungry-fighter" theory 
has largely disappeared in the West, 
where most athletes come from the mid- 
dle-class background of college or uni- 
versity — or the state-funded Eastern 
European equivalents — it is not dead 
for Black or Hispanic Americans, nor 
for many Asian youths. Money, educa- 
tion and career advantage can all still be 
achieved by the village girl or boy 
through physical excellence. And this 
certainly will provide the engine if 
Asia is to flourish on the world sports 
scene. 

But there are reasons to doubt that 
this will happen — and reasons to hope 
that it does not. Bodyweight and size of 
Asians compared with Caucasian and 
Negroid races will keep many of them in 
an inferior position in many areas of 
contest. Whether national policies 


should be geared to sports in which skill 








is at a premium and in which smallness 
can even be an asset is a controversial 
issue. 

In treading that path, one eliminates 
the desire of a person to take part in a 
particular sport, and thereby kill one 
area of spontaneity and joy — which 
often is itself the reward for the athlete. 

Experts who have looked at the 


South Korean sports programme and | 


others in Asia note that nowhere, ex- 
cept possibly in China, have sports au- 
thorities reached the point at which the 
selection process for future champions 
is stood on its head as in Eastern Europe 


— where aptitude, talent, inclination | 


and achievement are no longer criteria. 

In Asia, as in most Western 
societies, children are chosen for special 
sports training when they emerge — in 
Asia not usually until well into their 
teens — as potential champions. In the 
dehumanised laboratories of East Ger- 
many and other Eastern bloc countries, 


They are chosen not because they want 
to run or jump or swim, but because the 
length of their thigh, compared to the 
length of their trunk, or their forearm to 
their chest, their heart to their weight, 
can be scientifically shown to represent 
the dimensions of a potential winning 
machine. Training others would be a 
waste of time. 

When one adds to this the “sports 


psychology” now an accepted part of | 


coaching in East and West — some of 
which verges on “how to win by cheat- 
ing” — and the manipulation of muscles 
and body-weight with drugs, the sup- 
pression of hormonal development or 
the alteration of hormonal balance, 
with possibly damaging sexual and 
psychological effects, one has reached a 
place where one hopes Asia will not fol- 
low — even if it means losing. Oo 








South Korea has a host 
of golden ambitions 


By Mark Clifford in Seoul 

Ee A barbed-wire fence, 
a steely eyed soldier 
and rows of black- 
and-yellow striped 
anti-vehicle bar- 
ricades greet the vis- 
itor to South Korea’s 
Taenung sports train- 





| ing centre, where the country's Olympic 


aspirants are put through their paces. 
After all, sports are more than fun-and- 
games in South Korea, where the na- 


| tion's athletes are gearing up for the 


Olympic Games to be staged in this 
country from 17 September to 2 Oc- 


| tober. 
children are selected at an early age. | 





Founded more than two decades 


| ago, after South Korea failed to win a 


single medal in the 1964 Tokyo 
Olympics, the facilities at the Taenung 
centre are superb. “Most countries 
could not even dream of these sorts of 
facilities,” said Van Vlierberghe, a 
Belgian coach who is assisting the 
South Koreans. The facility, with an 
annual budget of some US$1 million, 
will be home to nearly 300 South Ko- 
rean athletes after the final selec- 
tion for the Olympics is made early this 
year. 

Taenung has a tough reputation to 
go along with its top-notch facilities. Of- 
ficials here boast of the spartan regime 
that they put athletes through. In the 
popular mind, the athletes training here 
are a crack team of non-violent war- 
riors, as tough on the playing fields as 
South Korea's soldiers are on the 








battlefield. That image is reinforced by 
incidents like one last June, when star 
sprinter Lim Chun Ae, who won three 
medals at the Asian Games here in 1985, 
had to be taken to hospital with a bro- 
ken eardrum after her coach hit her. 

But is this kind of training — where 
coaches are said to "encourage" their 
charges with canes — really producing 
good athletes? For their part, some of 
the foreign coaches here question whe- 
ther Taenung is really doing a good job 
of training world-class athletes. “They 
don't have much of a return on their in- 
vestment," says Van Vlierberghe, one 
of three foreigners helping the 12^ 
South Korean coaches. 

“They need to train with more inten- 
sity," says Gezane Bejek, a Hungarian 
gymnastics coach who is advising the 
women's team, which secured a spot in 
the Olympiad by coming 10th in the 
World Cup meet held in Rotterdam last 
October. The first 12 teams won invita- 
tions to Seoul. “They need to put in 
longer hours but, more important, they 
need to work harder.” There is too 
much emphasis put simply on looking 
busy, foreign observers say, rather than 
on effective training. 

Foreign coaches say that the biggest 
handicap the South Korean athletes 
face is a lack of strength. “They should 
just stop everything else and try to build 
strength,” says Van Vlierberghe. “They 
just don’t have the strength for some 
techniques.” 

The foreign coaches also say that the 
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Olympic gymnast Li Ning: artificially high expectations. 
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Chinese face talent gap 
in run-up to Olympics 


By Robert Delfs in Peking 


here is no doubt that China's competitive standing as a 

sporting nation is becoming increasingly important to the 
public. When China lost a football World Cup qualifying 
match to Hongkong in 1985, disgruntled fans in Peking 
rioted, overturning buses and stoning cars. 

China's sixth National Games, which concluded in Can- 
ton on 5 December, was clearly intended as a trial run for 
China's assault on the upcoming Olympic Games. Eighteen 
world records, 41 Asian and 82 national records were broken 
during the meet, which was watched by an estimated aggre- 
gate total of 1 billion people on TV during its 16 days. 

But sports officials are worried that the much ballyhooed 
National Games triumph, like aspects of Deng Xiaoping's re- 
forms in other areas, may have excessively and artificially 
raised public expectations about China's prospects in Seoul. 

Of the 44 events in the National Games programme, 18 
were non-Olympic events, including parachuting. Of the 18 
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|. By Margaret Scott in Jakarta 
do E Indonesia's 
z- MI badminton singles 
queen and her 
heiress-apparent ap- 
pear every day at a 
smelly, no-frills gym- 
nasium in central 
| A Jakarta. Off-court 
| rivalries and the headaches of being a 
| celebrity disappear as they wallop 
_Shuttlecocks side by side for four hours, 
j traming together as members of the na- 
i. tional team. 
| Elizabeth Latief, an agile and ag- 
| gressive 24-year-old, just wants to hold 
| on to her top title for a while longer. 
Winning brings fame, and fame brings 
= perquisites, she says. And she wants 
. more of them. But 16-year-old Susi 
-Susanti is coming up very fast, and 
Latief may find her reign ending sooner 
than she hoped. Susanti, the daughter 
.j. ofa baker from West Java who groomed 
-. | her to be a champion, has her eve on 
.] capturing the national title — or even 
the world crown. Unfortunately for In- 
<: donesia, badminton is not an Olympic 
oto sport. 


reigning 





By Salamat Ali in New Delhi 

| Having spent around 
Rs 800 million 
(US$53.3 million) on 
holding the Asian 
Games in New Delhi 
in 1982, and having 
continued to make 
| aw substantial outlays on 
| Sports promotion ever since, India is a 
_ colossus on the South Asian sports scene. 
At the South Asian Federation Games 
(| o> fittingly held at a place called Lilliput- 
| landnear Calcutta —attheendof Novem- 
ber 1987, India bagged 91 gold, 45 silver 
. and 19 bronze medals and was streets 

. ahead of its nearest rival, Pakistan. 
But India is only a Gulliver on its 
. own very small local stage. It comes 
. nowhere on the world scene and does 
. not even figure among the top Asian 
Sporting nations. There is a plan at hand 
. right now to enable India to make an 
_ impact on the world scene by 1990. 
= This, however, only evokes derision 
among Indian sports commentators, who 
j argue that the entire social scene, stand- 
 ards of administration and a lot more 
would have to be changed — by some 
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glean Indonesia's best 


“Indian sport buoyant 
despite public apathy 
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For all their personal ambitions, | 
Latief and Susanti also are team-mates, | 
part of the elite 19-member national | 
team chosen by a complicated and | 
somewhat haphazard selection process | 
designed to discover the best shuttlers | 
from all corners of the archipelago. | 
How these 19 young women came to be | 
in this beige brick gym illustrates the 
strengths and weaknesses of Indonesia’s | 
programme to nurture athletes. It is a | 
programme that has been slow to evolve | 
and, along the way, has become en- | 
snared in a nasty, national argument pit- | 
ting the government against some Is- 
lamic leaders opposed to the use of a | 
football lottery to raise funds for the | 
country's sports programmes. | | 

By courtesy of the lottery funds and | 
the efforts of the Indonesia National | 
Committee on Sports, known as KONI, | 
there is a growing breed of trained | 
athletes and there have been results. In | 
September, for instance, the Southeast | 
Asian Games were held in Jakarta, and 
Indonesia’s contestants cleaned up — as 
most host nations do in this sub-regional 
contest, where national pride really | 


miracle — to make this dream come true. 

But the other side of the coin is that 
sport is making an impact on the na- 
tional scene. Top Indian sportsmen are 
widely acknowledged celebrities and 
are making big money thanks to the 
patronage extended by state and federal 
governments and business houses. 
which are in the habit of presenting 
them with extravagant gifts related to 
performance. In international one-day 
cricket matches, several companies 
simultaneously announce prizes for 
every six, for centuries or wickets taken. 

P. T. Usha, the woman hurdler who 
won a gold medal in the 400-m hurdles 
at the 1985 Asian Games held in Seoul, 
was given, among other things, cash 
awards, a house by the government of 
her home state of Kerala and as many as 
three cars by business houses. Apart 
from the gifts, there are the consi- 
derable fees earned by successful 
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sportsmen through endorsement of pro- 
ducts from toothpaste to clothes, sports | 
goods and even food products. 

The sports authority of India, which 
doles out all the cash and manages the | 
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matters. Latief was one of the gold 
medal winners. Altogether, Indonesia 
collected 185 gold medals in the 11-day 
meet covering 34 sports. On the last 
day, 100,000 fans jammed into the 
Senayan stadium to watch Indonesia's 
football team beat ^ Malaysia's. In- 
donesia's bounty of gold medals was al- 
most three times that of Thailand which 
was in second place. | 

But when it comes to the world 
arena, Indonesia's athletes, like so 
many in the region, lag behind, except 
in badminton. At least until recently, 
badminton had long been considered 
Indonesia's athletic showcase. Football 
games may draw larger crowds and it isa 
much more popular sport in villages and 
the back streets of cities. But ever since 
Rudy Hartono emerged on the world 
scene in the 1960s, Indonesia and bad- 
minton have gone together. Hartono 
was a national hero. Children imitated 


his style and private badminton club 


sprang up overnight. 


S ince Hartono there have been a long 
list of players who have excelled in 
international badminton competitions. 
Yet, in the past few years, Indonesian 
players have been left behind, eclipsed 
especially by players from China. 

The star-making machinery for bad- 
minton players is the most intricate. 
Latief, for one, never took badminton 
seriously until she was in high school 


stadiums, is generally responsible for 
the development of sports under the 
supervision of a sports ministry, and has 
embarked upon a talent development 
programme. It holds national talent- 
spotting competitions, runs coaching 
schools, special sports schools and 
adopts for patronage schools which 


have some concentration of talent. The. 


sports schools are those that, apart from 
normal education, prescribe sports as a 
compulsory subject and count sports re- 
sults as well as academic studies when 
considering promotions from one class 
to another. 


AU. from. these sports schools. 
there are 62 schools — to be in- 
creased to 90 — adopted for patronage. 
The patronage means an initial grant of 
Rs 500.000 followed by annual grants of 
Rs 100,000 for several years. Beside 
these grants, the sports authority of 
India pays the entire maintenance cost 
of promising students: school fees. 
food, clothes and other expenses. 
Critics, however, argue that most of 


| the outlay is being wasted. They say that 


until the 1960s, the various sports feder- 
ations raised money themselves and 
were doing far better. When the govern- 
ment stepped in around the middle of 
the decade, and started givi ng out large 
sums of money, corruption was not far 
behind. The inclusion, for instance, of 
people totally unrelated to sports in 
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and was discovered by a coach at a 
school tournament in her hometown 
of Jakarta in 1981. Susanti, though, 
started young, cajoled by her father to 
play every afternoon at an outdoor 
court in front of her home in Tasik- 
malaya. When she was 10, she entered a 
competition at a private club. 

Most players who make it to the na- 
tional teams start in private clubs, many 
of which are affiliated with the Badmin- 
ton Association of Indonesia. The as- 
sociation, together with KONI, holds 
regional and then national champion- 
ships for young players. It is usually the 
champions who join the national team, 
move to Jakarta, attend special high 
schools and train. 

The way in which badminton stars 
are selected has become a model for 
how other national athletes are picked. 
Since 1978, the Indonesian Govern- 
ment has created six special training 

ntres in Jakarta for turning out na- 

ynal and international competitors in 
badminton, football, track and field, 
swimming, tennis and the traditional In- 
donesian game of sepak takraw. The 
crew of young people, mostly boys, at 
these centres has survived the maze of 
private club and government-sponsored 
tournaments. The athletes live to- 
gether, attend special schools together 
and train together. The badminton 
players receive Rps 50,000 (US$32) a 
month for spending money. 


parties touring abroad, and other mal- 
practices are a direct fall-out of govern- 
ment involvement, it is said. 

Sports writers also argue that the 
coaching schools are producing incom- 
petent coaches. They mention a long 
list of cases where men trained as 
coaches have little commitment to their 
specialisation. A well-known wrestler 
who went to the coaching school at Patia- 
a in Punjab became a gymnastics coach 
yecause the schools did not have any 
places left in the wrestling class. Simi- 
larly, a well-known basketball 
player was turned into a bad- 
minton coach. 

The basic criticism is that 
the sports authorities are 
dominated by civil servants, 
with sports experts increas- 
ingly sidelined. The head of 
the central government sports 
authority, Arun Pandey, is 
said to have been assigned to 
the job because in his college 
days he had once played for 
the Delhi University cricket 
team. The authority manages 
Nehru Stadium which was 
especially built for the 1982 
Asian Games. The public has 
to pay Rs 2 just to see inside 
and Rs 50 a month to use the 
facilities such as training on 
the track. Understandably, 
though the stadium is in a 
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Asian Games go 


The government 
thought it had a sure- 
fire plan for funding 
these centres. It 
would raise money for 
sports through a foot- 
ball tote called Por- 
kas, named after the 
English word “fore- 
cast.” Porkas, a revi- 
val of a lottery that 
was scuttled in 1981, 
has been successful. 
The weekly lottery 
promises a top prize 
of Rps 100 million and 
has caught on quickly 
since it was intro- 
duced in December 
1985. The govern- 
ment estimates about 
US$7.5 million is 
raised a year. But it 
did not take long for 
Porkas also to attract the ire of Muslim 
leaders who castigated it as govern- 
ment-endorsed gambling in defiance of 
the tenets of Islam. 

In early 1987, the government an- 
nounced the creation of a presidential 
task force to determine whether the lot- 
tery should continue. The verdict: Por- 
kas served the national interest. 

Athletes point to some of the prob- 
lems in fashioning the kind of program- 
mes that will turn out world-class ath- 


heavily populated area, it remains 
empty most of the time. 

Some sports writers argue that 
India’s present social atmosphere is not 
right for the promotion of sports. Am- 
bitious parents tend to see sports as a 
distraction from studies and advise their 
children not to waste time playing 
games. The armed forces, which once 
provided the majority of sportsmen, are 
steadily giving up this role. Soldiers are 
no longer promoted for their sports per- 
formance or given any relief from their 
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Id medalist P. T. Usha: celebrity 









Latief: singles queen. 






letes. Training starts 
too late, the winnowing 
out process does not 
necessarily pick the 
best potential athletes 
and the financial re- 
wards are meagre. 

“In Indonesia, you 
are famous while you 
are winning. But as 
soon as you quit win- 
ning you are forgot- 
ten,” said Latief. For 
her, winning holds lit- 
tle promise of wealth 
since most tourna- 
ments offer small 
financial prizes and 
25% of all prize mo- 
ney reverts to the bad- 
minton association. 
Winning, though, does 
promise privileges and 
connections with influ- 
ential people. That, Latief says, may be 
more useful than money. For instance, 
the chairman of the badminton associa- 
tion is Gen. Try Sutrisno, who is chief of 
the army staff. “He is important. He can 
get things done. I can ask him to help me 
if I have problems,” she said. 

“I work hard to be well known. It 
helps to be well known: you can get a 
driver's licence, you can get your school 
fees waived, you can work out a career 
for when you can't win anymore.” D 


duties except in the case of inter-ser- 
vices or similar competitions. 

Besides, the Indian masses remains 
indifferent to sports and games. In rela- 
tive terms, team events rather than indi- 
vidual sports attract attention and the 
interest tends to rise sharply if tradi- 
tional rivalry is involved. Cynics point 
out that if an India-Pakistan tourna- 
ment and any other top event involving 
the best world teams were held simul- 
taneously, the Indo-Pakistani match 
would attract the crowd. 

One illustration of this 
was the last cricket World 
Cup. When the Pakistan 
team lost the semi-final to 
England, a large number of 
Indians set off firecrackers 
to celebrate. Next day, 
when India was defeated in 
the semi-finals by Australia, 
bloody communal riots en- 
sued because Muslims in 
India celebrated. Their ex- 
planation that they were 
celebrating the Prophet's 
birthday and not the Indian 
team’s defeat, did not prevent 
clashes. The business houses 
that had spent up to Rs 10,000 
for one ticket for the final, 
were no longer interested and 
many seats. remained vacant 
when Australia defeated Eng- 
land in Calcutta. oO 
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Cheers turn to jeers 


for lacklustre Malaysians 


By Suhaini Aznam and Nick Seaward in Kuala Lumpur 


Alah sabong, Menang 
sorak — “losing at the 
cockfight, winning in 
the cheering” — cap- 
tures the good-na- 
tured ribbing a loser 
was subjected to in 
the 
Malay village sports. But that in- 
dulgence is absent today. When Malay- 
sian teams return home after an unsuc- 
cessful performance at some interna- 
tional meet, players, coaches and even 
Officials of the sports associations all 
feel the heat of public ire. 

Despite the 1980-81 slogan Malaysia 
cergas — “energetic Malaysia” — the 
unstated truth remains that while na- 
tional fitness is all very well, Malaysia 
remains a show-case society, 
conscious of gold medals and 
all the national prestige they 
bring. Thus, while waiting for 
the announcement of a national 
sports policy this year, the 
interim. unofficial policy can 
best be described as “fitness for 
all and achievement for a hand- 
ful." 

Malaysians are traditionally | 
good at team sports. Individual 
Stars are rare. Between the 
1960s when Punch Gunalan was 
the Thomas Cup hero and the 
1980s when Misbun Sidek 
emerged as champion, badmin- 
ton produced no stars. 

Psychologically, the prefer- 
ence for team sports may have a 
lot to do with the collectively 
gregarious, individually 
effacing Malaysian 








to develop individual athletes. with po- 
tential achievers sought among the 
below-15 age group instead of the pre- 
vious tapping of 18-year-olds. The best 
are promised university scholarships 
abroad, where training facilities are 
generally better. 

The country’s leading national sports 
are still football and badminton. with 
hockey a distant third. Performance is 
patchy. After its disastrous perfor- 
mance at the Los Angeles Olympics in 
1984 where it came 1lth out of 12 
teams, Malaysia’s hockey team will not 
be going to Seoul, its first absence from 
an Olympiad since 1956. 


Today, the government is dangling | 


the carrots. Its Malaysia Gold ledge, 
for instance, promises M$80.000 
(US$32,000) to any Malaysian athlete 
who brings home a gold medal from the 
Olympics. Silver medallists will get 


34 


old milieu of | 








M$40,000 and bronze medallists 
M$20,000, with parallel cash-prize 
schemes for the Asian, Commonwealth 
and Southeast Asian Games. In line 
with the emphasis on individual perfor- 
mance, however, winning teams will 
collectively receive only a fifth of the in- 
dividual prize. 

“The concept [of sports] has changed 
from playing for fun to the dollar sign of 
competition,” conceded Gunalan. “But 
we Asians still play for the country and 
when they play the national anthem. it 
still brings tears to your eyes that the na- 
tion salutes you. The Europeans think 
we're crazy to die for the Thomas Cup 
when there’s no money involved.” 

Among the new competitive sports, 
sepak takraw — sepak being to kick and 
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Waking up to the fact re cently, | Badminton hopefuls Jalani and Radzif Sidek: cash carrots. 
the government is now pushing hall ine agit? ang 


takraw being the Thai word for a simi- 
lar Thai game played with a net held 
aloft on a pole — is fast catching on. The 
modern game actually evolved from the 
simple village pastime of sepak raga — 
raga being the light, grapefruit-sized. 
hollow rattan ball — which was played 
by any number of boys in a circle. The 
aim was simply to keep the ball in the 
air, using either one's foot or head. 
Probably because of the high kicks re- 
quired, sarong-clad girls were not en- 
couraged to play. 


U nobtrusively, raga gave way to tak- 
raw around 1945 and was intro- 
duced into the Southeast Asian Games 
in 1965 where it spread to Indonesia. the 
Philippines and Brunei. It was only in 
the 1980s that sepak takraw was pushed 
in Malaysia as a priority sport, on a par 
with football. 








On 8 December 1987, a team flew to 
Bangkok for the fourth King's Cup and 
on 15 December, another team intro- 
duced the game to China in the hope 
that China will include it in the Asian 
Games it is to host in 1990. Yet a third 
group will leave for South Korea soon to 
teach the game to 300 Korean physical 
education teachers in the hope that a 
demonstration of the game will be al- 
lowed at the Seoul Olympics. Mean- 
while, despite its regional profile, in the 
villages the game remains an inexpen- 
sive, all-weather game, requiring only a 
badminton court and net. 

Other traditional pastimes have 
failed to make the transition from par- 
ticipatory to competitive sport, despite 
official encouragement. In 1973 the first 
national top-spinning competition — 
with standardised tops and formal rules 
— drew participants from only three 
states; in 1976 kite flying was added and 
the event was elevated to the Festival ^* 
Traditional Games. By 1985, all 
states took part and the government 
spent roughly M$100,000 a year to bring 
craftsmen and players together. 

In women's sports — which 
have given Malaysia its greatest 
success in both the Southeast 
Asian Games and the Asian 
Games — the desire for medals 
is tempered by an awareness 
that the appropriate dress for 
a world-class woman athlete 
may not be suitable for a Mus- 
lim. There is also still a debate 
as to whether sport is appro- 
priate for Muslim women at all. 
Some Muslim families have ob- 
jected to girls being forced to 
take part in school sports, while 
others have insisted that girls 
wear the long flowing baju 
kurong and telukong headdress 
while playing netball or even 
running. 

The media have tried to steei 
a middle path. One televisior 
advertisement shows a Malay 
girl winning the long-jump in 
à typical athlete's singlet but wear- 
ing a pair of track-suit trousers. How- 
ever, Malaysia's star woman athlete. 
swimming champion Nurul Huda Ab- 
dullah, is given prominent coverage, 
clad in a tight-fitting one-piece bathing 
costume. 

Although a Muslim, Nurul Huda is 
actually an ethnic Chinese and there- 
fore probably does not shock the Malay- 
sian audience as much as she would if 
she were Malay. Winning nine golds in 
two successive Southeast Asian Games 
has also ensured a fairly liberal interpre- 
tation of propriety, and the Malay 
establishment has given her its blessing 
in the form of a scholarship fund ad- 
ministered by the first prime minister. 
Tunku Abdul Rahman. The line. how- 
ever, is drawn at cycling: Malaysia does 
not support a women's team on the 
grounds that it is un-Islamic. O 
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D» legacies of the a 
PHOTOGRAPHY 


A journey of memories 


Ten Years After, Vietnam Today by Tim Page. Thames 
and Hudson, London. £15.95 (US$29). 


5 d Page, the five-times wounded photographer from Bri- 
tain who left a sizeable piece of his head in a Vietnam 
paddy field, went back again and behaved much the same as 
when he hitch-hiked there in the 1960s. Possibly because two 
of his worst wounds had been inflicted by the US Army, the 
Vietnamese were delighted to have him around: they called 
him either bac si (para medic), the man with a hole in his head 
or Prof. Can Sa (dope) as he went about his work wrap- 
ped in a cloud of pot smoke. They even ranked him as a col- 
onel for administrative purposes. As author William Shaw- 
cross (who wrote Sideshow: Nixon, Kissinger and the De- 
struction of Cambodia) remarks approvingly in his fine intro- 
duction to this superb book of 103 colour photographs: *Not 
everything had changed." 

Before Page went there it would have been difficult to 
imagine anyone conjuring 
up a book of almost im- 
pressionist colours from 
among the US$5 billion 
worth of shattered tanks 
and aircraft and other mili- 
tary detritus left behind by 
the Gls. But still set in the 
places where they died — 
often by the haunting grey 





wise they might only be able to do completely by returning 
there themselves, a journey which is not yet possible for 
them. “All those GIs need to go back to confront their 
memories as Page was able to do," says Shawcross, pointing 
out that neither the US nor Vietnam has recovered from the 
War. 

Page turns out to be as grabby with his typewriter as with 
his cameras. He did the 1,250-mile train journey from *Ha 
Noi” (Viet spelling) to Ho Chi Minh City (once Saigon, now 
renamed Ho-ville by Page) in the best accommodation 
aboard the so-called unification express for a couple of dol- 
lars, a black-market discount of some 400% on the dong. 
One of the most beautiful journeys in the world, it can take 
three hours by plane, three days (theoretically) by road and 
an elephant can do it in three months. 

"The station in Ha Noi," he writes, “still feels as if the 
B52s are about to raid it again; a glum, cinder-strewn ex- 
panse from which emanates the air of Flanders on a wet win- 
try day. In between, the depots appear like sets out of a 
spaghetti western: some are raised platforms sandwiched bem 
tween bomb craters, the result of the heaviest road and ra _ 
interdiction campaign ever waged against a transportation 
network. You pass through endless tracts of desolation under 
gradual restoration, fol- 
lowed by bays and beach- 
es that shame tropical 
paradise posters, over 
paddies as lush as Asia 
can offer and then plunge 
into primal forest jungle 
that would have enchant- 
ed Kipling. The phoenix- 
shaped land has it all: 


light of the crachin, which H6 CHÍ Miny ] E; both the struggle to 

is Vietnam's version of a Bn M H jn C PIN, unite it and its survival 

scotch mist — in the ex- UL QUAN T QUAM r seemed mirrored in the 

quisite but delapidated IRE EE SM ros length of that railway 

countryside of the desper- | sss | SE he ma m ij: line.” 

ately poor Vietnamese, Lem kem Ihe Dragon was being 
- [p MCI * 


here is one of the most 
haunting graveyards of all 
time. 

The book may well 
help "Nam veterans as- 
suage the war which other- 
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Winning team in First Reunification Bicycling Race. 





chased again but this time, 
while he was having al- 
most as much enjoyment 
as in the 1960s, no one was 
dying for his fun. 

— Donald Wise . 
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BRITISH PASSPORT 


UNITED KINGDOM OP GREAT BRITAIN 
AND NORTHERN IRELAND 
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REPUBBLICA ITALIANA 


PASSAPORTO 


REPUBLICA FEDERATIVA 


DO BRASIL 


PASSAPORTE 





When you move your international 


business to New Jersey, you won't feel alone. 


We've already attracted more than a 
thousand firms from forty countries. Includ- 
ing Samsung, Siemens, Jaguar, Panasonic, 
and Ciba-Geigy. 

The reasons are compelling. 

Companies that locate in New Jersey 
have easy access to the greatest concen- 
tration of banking and financial resources in 
the world. 

Easy access to an integrated transpor- 
tation system that can put their products 
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PASSEPORT 


CANADA 


PASSPORT 


REPUBLIC OF KOREA 


within overnight reach of 40% of the nation’s 
population. 

And easy access to a state government 
dedicated to fostering world trade. 

New Jersey is also an ideal place to 
live. Our international communities reflect 
the rich heritage of many countries. And 
you'll also enjoy the many cultural, enter- 
tainment and recreational facilities for which 
New Jersey is famous. 

To find out more about the advantages 
of locating in this cosmopolitan state, phone 
(201) 648-3518. Or write Mrs. Ming Hsu, 


BUNDESREPUBLIK 
DEUTSCHLAND 


SVERIGE 
SUEDE SWEDEN SCHWEDEN 


PASSPORT 
PASSEPORT 


A State For All Nations. 


Communauté Européenne 
République Francaise 


REISEPASS 


PASSEPORT 








Governor's Special Trade Representative and 
Director, New Jersey Division ot Interna- 
tional Trade, 744 Broad Street, Suite 1709, 
Newark, NJ 07102. Telex: 178089-NJDIT. 
You'll learn why businesses from the 
four corners of the earth put down roots 
in the Garden State. 
And flourish. 


NEW JERSEY 


International Trade 


A Division of the Department of Commerce 


» Economii Development 





CAL274 


1-87 


“In our culture, 
traditional values 
mean a lot. The 
old style of 
Chinese hospitali- 
ty, our dedication 
to provide the 
best service, Our 
duty to make our 
guests as comfortable as possible. For us, it's 
not simply a promise we make, it's a matter 
of pride. 


Of course when you're flying with an inter- 
national airline, there's much more. You ex- 
pect speed and efficiency on the ground as 
well as in the air. Plus the little things, such 
as fine international cuisine, that make a long 
flight more pleasant. 


Our new dynasty in the air gives you the best 
of both worlds. It's all part of our commit- 
ment to serving you better. 


Join us on China Airlines soon?’ 





Creating a new dynasty in the air 


TAIPEI, TAIWAN, ROC 








Amsterdam + Anchorage * Bangkok * Dhahran > 


Fukuoka * Hong Kong * Hon 
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Deutsche B A 


2 get the job done. 








It means employing, or creating, | 
the most efficient financing instru- 
ment. It requires. direct placement 
capability in every. important cur- 
rency, as well as a worldwi de 
network that can “distribute even 
the largest issues. Finally it 
demands a demonstrated com- 
mitment to maintaining a liquid 
. and price- competitive secondary 
market. 
The Deutsche Bank Group is a 
world leader in corporate finance, 












DB Capital Markets 
(Asia) Limited 
Gloucester Tower, 33rd Floor 
n Pedder Street. Central 


Deutsche Bank AG 
lead Office Tokyo Branch 

ARK Mori Building 22F 
12-32, Akasaka, 1- chome 
Minato- -ku, Tokyo 107 


(3) 5891986. 
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because time and time 26 
apply whatever resout 
need to get the job done 
last year our clients relied 
lead-manage euroissues vi 
over US $ 12 billion, . 
For corporate finance, as 
other investment and com 
banking services, conside 
the resources of one of the 
leading banks. pus ae 
Contact the Deuce aake oe 
Group office nearest you. 
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New-York, NY 10005 
iet (2 12) 612-0600 


BUSINESS AFFAIRS 


China’s external accounts enjoy a quick tumaround 


Something in reserve 


By Louise do Rosario 


l^ a rapid turnaround from two years 
of deficit in its external finances, 
China will enjoy a surplus in 1987 
thanks to a surge in exports, continued 
tight foreign-exchange controls and 
skilful and prudent foreign-debt man- 
agement. 

China's foreign trade is expected to 
balance in 1987 for the first time since 
1984, its foreign-exchange reserves 
have risen close to the record level of 
mid-1984 and its debt burden is heal- 
thier than it has been for some time. Its 
balance of payments is therefore ex- 
pected to show a surplus in 1987, in 
contrast to the deficits of 1985 and 
1986. 

After almost three years of tough 
readjustment, Peking is now in a better 
shape to borrow and repay loans and to 
use foreign capital in general. This 
achievement, especially its speed, has 
been described by Western bankers as 
*remarkable," in view of the record 
trade deficits of 1985-86 and the fact 
that the country's domestic economy is 
recording double-digit growth. 

The improved external position will 
have several consequences at home and 
overseas. Peking is likely to relax 
slightly the tight controls on imports in 
force since mid-1985. There will also be 
a relatively stable environment and 
more maneouvring room for the much- 
talked about reform ofthe foreign- 
trade system scheduled for 1988. 
In foreign-debt management, 
China is likely to repay more of 
the short-term money it earlier 
borrowed in haste to finance 
the ballooning trade deficit. It 
will also borrow at a slower 
pace, though not necessarily 
less than it did in more difficult 
times. 

Overall, with the easing of the 
balance-of-payments pressure, 
Peking can now sit back and be 
more meticulous in planning its 
medium- to long-term strategy for 
using foreign funds. 

Peking has now regained confi- 
dence in handling this vital area of 
macroeconomics, which slipped 
out of its control in 1984-85. The 
rapid improvement shows that in 
external finance, the central gov- 
ernment can still play a highly ef- 


fective role — in contrast to its 
weakening grip on the domestic |^ 
economy. 


Yin Baoyu, deputy director of 
the State Administration of Ex- 


40 


A 
Bank of China in Peking: borrowing ceiling. 


change Control (SAEC) told the RE- 
VIEW: “Our balance of payments’ im- 
provement will enhance our reputation 
in raising foreign capital. The world can 
see that our financial ability is now re- 
stored and that we have emerged rela- 
tively much stronger after the difficul- 
ties.” (The SAEC is the powerful or- 
ganisation within the central bank, the 
People’s Bank of China, responsible for 
external finance. ) 

In 1984 and 1985, China temporarily 


Per CHINA'S BALANCE 


<3 OF PAYMENTS 


Imports 
Services (net) 
Net unrequited transfers 


Capital account (net) 
Direct investment 
Loans from official and 

multilateral sources 


Bond issues 
Borrowing from banks 


Other 


Overall account 1.8 -2 
Current account/GNP (96) 0.9 —2. 
* Estimate. $ 





j 





.0 
7 
IMF 


Sources: China’s official reports and estimates. 
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lost control of imports and incurre 
huge merchandise-trade deficits c 
US$15 billion and US$13 billion respec 
tively for 1985 and 1986, according t 
customs statistics. China drew down it 
foreign-exchange reserves and borrowe 
abroad to finance the average monthl 
visible-trade deficit of US$1-1.5 billior 
Its balance of payments deteriorated t 
deficits of US$4.6 billion in 1985 an 
US$2 billion in 1986, while its foreig 
debt grew from US$14 billion to US$2 
billion between 1984 

1986, according to mr M 
ures. 

A series of urgent mea 


6 sures were introduced 
56 There was a ban on con 
sumer imports, whic 


drained billions of dollar 
within a few months fror 
end-1984 to early 1985. I 
1986, the squeeze wa 
applied also to capital good: 
Exports were aggressivel 
pushed through the use of ir 
centives, controls to stop ur 
authorised exports, highe 
export targets for state er 
terprises and a 15% devaluz 
tion of the renminbi, whic 
has since been further de 


REVIEWTABLE by Barny Lee 
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High interest, 
low lending 


W hile foreign traders are dazzle 
by China's 1 billion potenti: 
buyers, foreign bankers dream of 
US$100 billion-plus market by the yea 
2000. At least half of that amount 
bankers say, will come from commerci: 
sources. China's borrowing pattern 
over the past few years indicate th: 
bankers, particularly commercial lenc 
ers, may be disappointed. 

The US$100 billion-plus figure | 
based on China's target of 8% annu: 
growth for both exports and GNP, 3 
well as an acceptable debt-servicin 
ratio of 15%. 

Under the various scenarios it he 
projected for China's economic dev: 
lopment, the World Bank estimate 
that the country's outstanding loans h 
the year 2000 will range from US$128-15 
billion. Kobayashi Minoro, research d 
rector at the Industrial Bank of Japai 
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walued by being linked unoffi- 
cially to the falling US dollar. 

Foreign-exchange expendi- 
kure was recentralised, with tight 
zeilings for local governments 
and units. Regulations were pass- 
ed establishing rigid procedures 

or foreign-loan approval. The 
AEC was beefed up to monitor 
more closely China's total loan 
commitment and ensure that or- 
anisations did not exceed their 
orrowing limits. 

By 1987, all three major com- 
ponents of the balance of pay- 
ments — current account, capital 
account and reserve movements 
—showeda markedimprovement. 
The year is expected to yield a 
small, visible-trade surplus, thus 
putting the current account 
(which consists of merchandise 
trade, services and unilateral 
on of funds) into the black 

in. The capital account, which 
registers capital inflows and outflows, 
will also show a surplus as China has kept 
up its borrowings overseas. "There is no 
doubt of an overall balance, and maybe 
even a surplus," says Yin. 


hina's current account improved be- 
cause of an estimated record 30% ex- 
port surge in 1987. In the first nine 
months of 1987, exports grew by 23.976 
(US$28.5 billion), while imports drop- 
ped by 3.8% (US$29.2 billion), yielding 
an estimated surplus of US$270 million 
if imports not paid for in hard currency 
are discounted. 
From January-September 1987, cot- 
ton and garment exports grew 30% in 
volume, those of electrical and mechan- 


CHINAS TRADE 
PICTURE 


Wars de 


y 
/ 
/ 
J 
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REVIEWDIAGRAM by Ricky Hui 


ical products by 30% in value and those 
of coal by 54% in volume. China ex- 
ported more manufactured products, 
especially textiles, to make up for falling 
oil exports, which used to account for 
about a quarter of total shipments. Gold 
sales, not recorded in official customs 
statistics, earned for China another 
US$500 million to US$1 billion, accord- 
ing to industry estimates. Net ser- 
vices earnings contributed another 
US$1.7 billion in the first six months of 
1987. 

Analysts, however, doubt if China 
will be able to maintain a current-ac- 
count surplus for long without making 
serious compromises at a time of rapid 
economic development. Imports of cer- 





forecast that under strict debt manage- 
ent, China’s outstanding loans would 
e US$108.6 billion by 1995. 

These figures indicate a net increase 
of at least US$7-10 billion in foreign 
borrowing each year. To cope with 
foreign-exchange difficulties, China 
borrowed close to that amount in 
1985-86. In 1987, borrowing had 
slowed. 

The use of foreign capital remains a 
high-priority policy issue, but as it is no 
longer pressed by immediate liquidity 
demands, China can now take its time to 
shop around for more concessional 
loans, which usually take longer to ob- 
tain than commercial borrowings. The 
experience of 1984-86 has heightened 
China's awareness that external-finance 
problems can build up quickly when 
management is slack. 

Well-placed sources said Peking has 
placed an overall borrowing ceiling of 
US$5 billion in the coming year for the 
handful of Chinese institutions and pro- 
vinces allowed to borrow directly 
abroad. (This amount, which is much 


lower than the past year's net increase in 
foreign loans, probably does not include 
central government commitments.) 

The World Bank is committed to 
lending China US$3 billion a year by 
1990, while the Overseas Economic Co- 
operation Fund of Japan will certainly 
lend more to China when the existing 
package of ¥530 billion (US$4.2 bil- 
lion) for 1984-90 expires. 

When governmental and conces- 
sional loans are discounted from 
China's new borrowing, the amount left 
for commercial bankers appears unim- 
pressive. “China is only borrowing 
one-tenth of what foreign bankers 
want to lend her,” said one Western 
banker. 

One important factor that has re- 
duced China’s borrowing needs is the 
bursting of the South China Sea oil- 
boom bubble. With falling oil prices and 
the disappointing oil discoveries so far, 
the demand vanished for the estimated 
US$10-20 billion of foreign capital re- 
quired for oil exploration and develop- 
ment. — Louise do Rosario 
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Sources : Monthly Bulletin of Statistics — China, September 1987, P. 65, 
Jingji Cankao, 25 September 1987, P. 4, Jinrong Shibao, 26 October 1987, P. 1. 
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tain vital raw materials, such as 
fertilisers and steel, cannot be 
held off for long without slow- 
ing down domestic production. 
Also, exports have been heavily 
subsidised by the already hard- 
pressed domestic budget. 

China’s capital account, do- 
minated by costly short-term yen 
and commercial loans in 1985-86, 
is healthier in composition. The 
share of short-term capital to re- 
serves has dropped from a dan- 
gerous 79% in 1985 to 37% in 
1987, according to World Bank 
estimates. Using swaps and other 
financial instruments, China has 
reduced its yen loans to 46% 
of total debt (compared to 60% 
at one time, industry sources 
say). Although commercial loans 
still make up more than half 
of total loans, China has step- 
ped up its concessional borrow- 
ing. 

China’s outstanding loans grew from 
US$25 billion in 1986 to US$33.6 bil- 
lion by the end of 1987, according to 
IMF estimates (World Bank estimates 
put the figure at US$28 billion). The 
debt-servicing ratio is a low 6.9%, 
while total debt as a percentage of GNP 
is 9.2%. China has retired a few sub- 
stantial loans, including US$2-3 billion 
borrowed from the World Bank and the 
Export-Import Bank of Japan. In bor- 
rowing, China has kept up its momen- 
tum, with a deliberate attempt to diver- 
sify sources and currencies. Bonds have 
remained a favourite instrument for 
raising capital. China International 
Trust and Investment Corp. alone rais- 
ed US$700 million through bonds in 
1987. The Ministry of Finance also 
made its bond debut in Frankfurt, and 
the Bank of China in London and New 
York. 

China’s gross foreign-exchange re- 
serves (foreign-exchange holdings, its 
special drawing rights and reserves 
with the IMF) minus gold, grew from 
US$10.3-10.8 billion throughout 1986 
to just under US$15 billion in Sep- 
tember 1987, enough to cover five to six 
months of imports — a level regarded as 
twice the safe international standard of 
three months. 

As they have just come out of dif- 
ficult times, prudence is the watchword 
of Chinese managers, who have learned 
much about the consequences of fin- 
ancial dislocations. Despite arguments 
that balance-of-payments and current- 
account deficits are natural and often 
beneficial for a developing economy, 
balance is still what Chinese planners 
strive for. “We hope to see a balance-of- 
payments surplus every year: it can help 
to stabilise our economy and boost our 
reputation overseas,” said Yin, “and I 
think we can do it again in 1988. In this 
respect, our country can do better than 
others because planning is still a domin- 
ant feature of our economy.” Oo 
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By Jose Galang in Manila 


he Philippine Government has 
launched a drive to boost exports, 
particularly.of manufactured goods, ina 
bid to sustain the country's economic re- 
covery. Merchandise exports in the first 
10 months of 1987 totalled US$4.6 bil- 
lion, an increase of 14.7% over the same 
period of 1986. The rise for the whole of 
1987 is expected to be in double digits, 
representing a significant improvement 
on the 4.6% rise recorded in 1986. 

The proportion of non-traditional 
exports S y manufactured goods) in 
the first 10 months rose to 79.4% , com- 
pared with 71.2% in the same period of 
1986 and 5175 in 1981. Garments led the 
advance in the non-traditional product 
sector, increasing in value by 47.7% to 
US$756.8 million. Exports of electronic 
products, including semiconductors, 
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Breakneck expansion 


South Korea's booming electronics industry still relies on imports 


By Mark Clifford in Seoul 
Sah Korea's electronic industry is 
riding high, racking up some US$11.2 
billion in exports — almost a quarter of 
the country’s total — in 1987. South 
Korea may even edge past Taiwan in 
1987 to become the world's sixth-largest 
electronics exporter, 
Japan, the US, West Germany, Britain 
and France. This sizzling performance 
represents more than a 100-fold increase 
from 1971, when South Korea sold only 
US$88 million of electronics abroad. 

No other single industry is as impor- 
tant to South Korea’s attempt to vault 
into the ranks of the developed coun- 
tries. And no other country is as well 
positioned as South Korea to challenge 
the world's leading electronics com- 
panies, at least in the consumer-elec- 
tronics arena and parts of the merchant 
or wholesale semiconductor market. 

Economic officials have high hopes 
for the electronics industry. The Minis- 
try of Trade and Industry reckons that 
electronics will soar to a US$20 billion 
industry in 1991 and US$72 billion by 
the year 2000. And, with growth now at 
a breakneck pace, those figures may 
turn out to be conservative. 

But South Korean electronics com- 
panies still have some large hurdles to 
overcome. In 1988, the focus will be on 
raising prices and continuing the shift 
towards higher-quality, more expensive 
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Manila pushes manufactured exports to maintain growth 






trailing only | 


rose by 22.2% to US$952.9 million. 

From the 1950s to the mid-1970s, the 
Philippines was heavily reliant on ex- 
ports of primary products such as 
coconuts, sugar, logs and minerals. 
They accounted for about 80% of 
Philippine exports. At the time Manila’s 
annual export revenues exceeded the 
combined earnings of South Korea and 
Taiwan. But Manila’s failure to pro- 
mote an export manufacturing base, opt- 
ing instead for an import-replacement 
strategy, meant it was quickly left be- 
hind by newly industrialised regional ri- 
vals when exports of manufactured 
goods started to boom while commodity 
markets stagnated. 

In a bid to rekindle export growth, 
earn the foreign exchange needed to 
service the country’s heavy debt burden 


consumer goods. Longer-term, com- 
panies need to branch out into the larger, 
more profitable computer and office- 
automation markets. And they need to 
wean their dependence on expensive Ja- 
panese-manufactured components. 

All this is going to require heavy 
spending on research and development 
and capital investment — no easy task 
for an industry whose average profit is 
only 1.8% of turnover. 

As South Korean manufacturers 
keep stamping out microwave ovens, 
video tape-recorders (VTRs) and col- 
our TV sets, electronics in 1988 are ex- 
pected to surpass textiles as the coun- 
try's largest export item. Although ex- 
port growth will cool from the nearly 
50% increases recorded in each of the 
past two years to an estimated 16% in 


1988, electronics exports are expected | 


to hit the US$13 billion mark in 1988. 
Unlike their Taiwanese rivals, South 
Korean companies are increasingly 
successful in carving out brand-name 
niches in overseas markets, rather than 
simply manufacturing products that are 
sold under someone else's name. 
Consumer electronics have done 
especially well, a testimony to South 
Korean manufacturers’ agility at 
quickly stepping into new market 
niches. A case in point is compact-disc 
(CD) players. Exports of CD players 
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| and sustain the economic recovery, the 


government of President Corazon 
Aquino launched a drive to boost ex- 
ports of manufactured goods. In 1988, 


| about 40% of the national budget of- 


P172 billion (US$8.3 billion) will be re- 
quired to service external debts of 
US$28.6 billion. Interest payments 
alone now amount to about 44% of total 
export revenues. 

Export markets will be vital if the 
economy is to continue its recovery be- 
cause domestic purchasing power re- 
mains low and unemployment is still 
high at 10% of the 22.2 million work- 
force, though this is an improvement on 
the 1986 rate of 13%. Real economic 
growth in the first nine months of this 
year reached 5.5%, mainly as a result of 
government spending on job-creation 
projects that helped boost demand 
for various consumer-goods industries. .. 
But, if this momentum is to be maig 
tained then overseas markets will nae 
to become a prime target for manufac- 
turers. 

The import demands of this indus- 







are expected to hit 200,000 this year, 


| up 10-fold from just two years ago. 


Moreover, South Korea is one of only a 
handful of countries that produces CDs. 

Consumer electronics tend to be 
high-volume, low-profit items, so South 
Korean electronics manufacturers are 
busily gearing up to make more sophis- 
ticated  office-automation products. 
Samsung Electronic Co., the country's 
largest electronic company, with an esti- 
mated 1987 turnover of Won 2.3 trillion 
(US$2.9 billion), plans to increase its in- 
dustrial-electronics business from 10% 
this year to 30% by 1991. 

By the year 2000, Samsung Elec- 
tronics’ management hopes industrial | 
electronics will make up fully half of i 
business. In 1987, more than half cam 
from just three products — colour TV 
sets, microwave ovens and VTRs. By 
1991, they should be less than one-quar- 
ter of turnover. 

Samsung's sister company, Samsung 
Semiconductor & Telecommunications, 
has poured US$600 million into its 
semiconductor facility — and plans to 
spend another US$150-200 million in 
1988 on a new facility to produce 1 
megabyte (mb) DRAM semiconductors. 

Semiconductors will be the founda- 
tion for South Korea's vault into more 
advanced industries, and the govern- 
ment is pouring massive resources into 
the industry and encouraging joint 
business-academic enterprises. One of 
these, the Korea Electrotechnology 
Telecommunications Research Insti- 
tute, which includes researchers from 13 
private firms, will spend an estimated 

Won 120.5 billion from 1986-88 for de- 
velopment in semiconductor and tele- 
communications research. 
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rial revival also make it imperative 
or the government to boost exports. 
uring the first 10 months, imports 
»utstripped exports by some US$68 
nillion a month. Imports are ex- 
ected to increase further to meet the 
ieed for raw materials and capital 
‘quipment as new industries begin 
heir operations. Imports in the first 
0 months of 1987 averaged US$528 
nillion a month, an increase of 25% 
ver the 1986 average. 

To coordinate Manila's export 
irive, the Department of Trade and 
ndustry (DTI) earlier this year set 
ip an International Trade Group to 
versee the operations of 11 govern- 
nent bureaus and agencies involved 
n exporting. The group, which cov- 
rs everything from product design to 
narket intelligence and promotion, is 
currently concentrating on 20 target 

kets — principally the US, Japan, 

European Commission and Asean 
— that take nearly 90% of the country's 
annual exports. 

The group, headed by Trade Under- 


PHILIPPINE TRADE GAINS 


(Net terms of trade, 1971= 100) 
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1986 1987 


secretary Raul Boncan, is aiming to 
push export revenue to about US$6.4 
billion in 1988. 
Dire predictions of an economic 
slowdown in key markets and increasing 
rotectionism do not seem to worry 
oncan. *We just have to work hard- 
er," he told the REVIEW. Only recently 


the Philippines, along with other 
suppliers, suffered a cut in its 1988 
sugar export quota for the US. The 
Philippines share was reduced 
from 240,028 tonnes for 1987 to 
143,780 tonnes in 1988. Export 
revenue losses are likely to total 
US$50 million. Another traditional 
Philippine export, coconut pro- 
ducts, has also caught the attention 
of protectionist lobbies. Among 
non-traditional exports, garments 
may be the most vulnerable to pro- 
tectionist pressures. 

Exporters are also likely to face 
serious domestic difficulties. The 
uncertain power outlook, for in- 
stance, has dampened prospects for 


Sees some manufacturers. The opera- 


tions of major copper and gold produ- 
cers, some textile and garment firms, 
and even semiconductor manufacturers 
have already been badly affected by 
power shortages. The shortages could 
get worse because the national power 
utility is aiming to shut down some of its 
plants for modernisation. 


————HÓÓ—M——À—  n—E "—Ó—nnm——a——Á————————À" 
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Even now, South Korea is the only 
developing country that is competitive 
in the global semiconductor market. 
Exports this year should hit about 
US$1.5 billion. The leading manufac- 
turer, Samsung Semiconductor, is now 
producing 7 million 256 kilobyte 
DRAM semiconductors a month. That, 
says Prudential-Bache analyst Chung 
Jin Ho, is on a par with leading Japan- 
ese manufacturers such as NEC and 
Toshiba. Samsung has also started ship- 
ping samples of its one mb DRAMs, 
which are four times more powerful, 
and plans mass production in 1988. 

Like most South Korean industries, 
electronics is concentrated in the hands 
Wi a few giants. The top 15 companies in 
—uth Korea control 73% of the market 
“in South Korea compared to only 21% 
in arch-rival Taiwan. : 


his concentration means that South 

Korean companies have the capital 
resources to compete in fields like 
semiconductors, which Taiwan 
companies cannot. It also 
means that South Korea is eas- 
ily able to quickly build up pro- 
duction capabilities. Pruden- 
tial-Bache reckons that the 
countries ruling troika in con- 
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———— 


medium-sized component suppliers 
makes for a system that cannot absorb 
shocks easily. By contrast, in Japan and 
Taiwan the smaller component com- 
panies help large companies ride out 
hard times, by cutting prices or trim- 
ming employment. 

South Korea's manufacturers do not 
make enough of the sophisticated com- 
ponents that are at the heart of their 
machines. Most of these are imported 
from the Japanese. South Korean man- 
ufacturers imported US$1.5 billion of 
electronic gear from Japan in 1986. As 
the yen rises, so of course do component 
costs. 

Electronics companies here are fully 
aware that they must be more than sim- 
ply an assembly site and they have em- 
barked on an ambitious programme to 
“localise” production. But localisation 
has a long way to go. About 38% of 
components are still imported, a figure 
that has resisted government and indus- 
try attempts to reduce it. 






SOUTH KOREA'S ELECTRONICS LEADERS 





Sales (wen bition) 








sumer electronics — Samsung, 
Goldstar and Hyundai — 
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expanded their production 
capacities by an average of 
8095 in 1987. The South Ko- 
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reans will finish the year with 
50% of the world magnetic- 
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tape market, 12% of the colour 

TV market and 2095 of the VTR 

market, says the brokerage. 
But the paucity of small and 
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Foreign investment is the flip side of 
localisation, and South Korean elec- 
tronics companies are setting up more 
factories abroad to escape the threat of 
protectionism and be closer to impor- 
tant markets. 

Companies also hope to have higher 
quality and more innovative pro- 
ducts. Last year's introduction of a 
4 mm video “camcorder” by Samsung 
Electronics was one of the first signs 
that South Korean companies are be- 
ginning to do more than make copycat 
products. But the new video recorder is 
not available commercially. Samsung 
officials say the company is reluctant to 
pour money into what may be a money- 
losing product. 

Electronics makers did not escape 
the labour turmoil that rocked the 
economy last summer, with electronics 
subsidiaries at Goldstar, Daewoo and 
even normally quiescent Samsung af- 
fected. But though wages have risen by 
more than 20% over the past year — 
around 30% in US dollar terms 
— that is not expected to slow 
down the electronics industry. 

The real danger to the 
South Korean electronics in- 
dustry is one that it can do little 
about — a slowdown in con- 
sumer spending or increased 
protectionism. Companies 
here have already been trim- 
ming their growth targets for 
1988 in anticipation of more 
tepid consumer growth. And 
the trio of hot products — col- 
our TV sets, microwave ovens 
and VTRs — are being gnawed 
at by protectionism in both the 
US andthe EC countries. @ 
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SHIPPING 


In conference 


Australian shipping cartels fight a move to regulate their rates 


By Vincent W. Stove in Sydney 

The Australian Government is draft- 
ing new legislation which will re- 

quire international shipping lines to 


open their price-setting arrangements 


to public scrutiny. The move is being re- 
sisted by the shipping "conferences" 
which dominate Australia's sea-borne 
travel. They claim a “right to privacy" 
and say that the existing secrecy benefits 
Australia. 

Conferences (cartels or associations 
of shipping companies operating on the 
same routes) have been an integral part 
of the Australian shipping scene for at 
least a century. Secrecy surrounding 
their agreements, among themselves 
and between them and their clients, has 
always been part of their operations. 
Their current lobbying activities indi- 
cate that they are not prepared to 
relinquish their rights without a strug- 

le. 
* Until now, these conferences in Aus- 
tralia have been able to preserve their 
secrecy because they have been specifi- 


cally exempted from the provisions of 
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Roh, Roh, Roh your boat 


€ ROH Tae Woo has been good news 
for the stockmarket. The market 
jumped 20% in the two weeks after 
Roh's surprise 29 June democratisation 
proposal. Then stocks went sideways 
for the next five months with the index 
stuck in the 470-500 range and investors 
talked of the 3-5-7 election — the index 
would plummet to 300 if Kim Dae Jung 
won, stabilise around 500 if Roh won 
and shoot to 700 if Kim Young Sam pull- 
ed off a victory. 

But when the exchange re-opened 
after the 16 December election, the 
index soared, chalking up its biggest 
one-day gain ever. In the week after the 
election the Seoul index gained 6.595, 
closing at 502. And now analysts are 
saying that the market will shrug off its 
habitual January blues and climb even 
higher. 

The rally is powered largely by sim- 
ple relief that the election is now over 
and that massive street protests did not 
erupt in its wake. But the traditional 
year-end dividend hunt is adding more 
fuel to the rally. 

Companies go ex-dividend on the 


. final day of the year's trading and the 


average yield, at current prices, is likely 


tr Herr aai aae at t eee Tia A i Th erar ia An Hore erm ta se 


the country's Trade Practices Act con- 
cerning cartels and collusive activities 
restricting the provision of services and 
the free movement of goods, and also 
from price-fixing agreements. 

But regulations currently being 
drafted by the government could end all 
that. The new legislation could be pre- 
sented to parliament within six months 
and could become law before the end of 
the year. 

According to executive director Ric 
North of the Australian Shippers’ 
Council, Australia “will probably have 
the most trade-oriented and innovative 
shipping legislation in the world” if the 
government’s present intentions are 
translated into law. He expects the 
legislation to be “a major advance in the 
government’s attack on impediments to 
exports posed by anti-competitive and 
inefficient arrangements in ocean trans- 
port.” 

He added: “The break from the au- 
tomatic legitimacy granted to shipping 
cartels under the Trade Practices Act 


to be over 2%. While that is paltry com- 
pared to the 13% that government-is- 
sued monetary-stabilisation bonds are 
paying, the dividend chase is good 
sport. 

@ FINANCIAL shares are still strong, 
especially non-bank financials — securi- 
ties houses, insurance companies and 
short-term finance companies. Earn- 
ings are coming through for most of 
these companies, and the long-term fu- 
ture looks bright, since they seem cer- 
tain to play a more dynamic role in a fi- 
nancial sector that is hobbled by the 
huge amount of non-performing assets 
heid by the commercial banks. But it is 
likely to be quite a long time before the 
financial sector is liberalised. What is 
driving these stocks is the expectation 
that they will be allowed to increase 
their capital. 

Because of South Korea’s archaic 
method of raising new equity capital by 
issuing shares near par value, rather 
than at the market price, capital in- 
creases effectively mean free money for 
shareholders, since the ex-rights price is 
not usually adjusted downward enough 
to reflect the dilution. But the market 
capitalisations of the financials have be- 
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and provisions for making shipping ac- 
countable for its performance against — 
specific national expectations will great- 
ly assist the harnessing of ocean trans- 
port to Australia's export goals." 

But the conferences do not see it 
that way at all. They do not want any 
changes. They believe the present struc- 
ture of the conference system promotes 
trade expansion. They contend that any 
alteration to the system protecting the 
conferences would only be counter-pro- 
ductive. It would not necessarily put 
more competition on the conference 
routes, nor provide additional ships or 
sailings, nor would it guarantee better 
service nor lower freight rates. 

The conferences see no advantages 
for shipping companies, exporters or 
importers in tighter government control 
over conferences or greater povernment 
and public scrutiny of their agreements. 
They contend the government's inten- 
tions are politically motivated and agg 
directed at correcting a perceived rat 
than a real commercial injustice. 

But as one newspaper commentator 
noted: "It should be stressed that mak- 
ing the cartels open their agreements to 
public scrutiny is not such a radical 
move when you consider that such 
agreements are banned in every other 
industry . . . since they are willing to 
fight so hard to maintain the right to sec- 
recy, one cannot help but be tempted to 
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come so bloated that the shares are 
likely to deflate after the rights offer- 
ings. 

There are still a few hardy souls who... 
are looking for a cyclical rotation in th 
market that would benefit manufactur 
ers. They say that the financial shares 
have had their run and that many of the 
financials, especially the banks, are no- 
thing but bankrupt, hollow shells prop- 
ped up by the authorities. So far, theirs 
has been a lonely cry. Although many 
blue-chip manufacturing companies are 
below their 1986 highs, there is still 
plenty of bad news in the pipeline. 

Because of increased protectionism 
and slower consumer demand abroad, 
manufacturing firms have been trim- 
ming their growth targets for 1988. But 
there is a sense of self-delusion in Seoul, 
with few people seriously accepting the 
possibility of a slowdown in 1988. When 
they do, these blue chips will be 
knocked down further. 
€ FOREIGN investors are still won- 
dering if they will be able to buy Sam- 
sung stock. The Samsung “convertible” 
bonds were subject for conversion in 
mid-October 1987, but that day passed 
with hardly a murmur from the under- 
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pee they must have something to 
ride.” 

There are 11 conferences associated 
with Australian shipping trades. An im- 
»ortant one is the Australia North- 
bound Shipping Conference which 
covers shipping to Japan, South Korea, 
Taiwan, Hongkong and the Philippines. 
Five other conferences also cover other 
Asian destinations. Three conferences 
cover North America. There is one for 
the European trades and another for 
Middle East destinations. 


t is significant that the Australian Na- 
tional Line, owned by the Australian 
Government, is a member of most of 
these conferences. To some observers, 
this suggests that the government al- 
ready has access to the private deals and 
other secret machinations of the confer- 
ences. 
But regardless of this or any other in- 
me pipeline it may have into the 
ferences, the government is deter- 
mined to push ahead with the legislation 
and has given Transport and Communi- 
cations Minister Gareth Evans full sup- 
port to introduce the necessary amend- 
ments to the Trade Practices Act and 
other legislation deemed necessary. 
Evans stated that under the new 
legislation exports and imports would 
operate in a more competitive shipping 
environment. He said the legislation 


writers. One problem, though, is that S. 
G. Warburg must notify bondholders that 
the market is significantly open to 
foreign equity investment. Now, the 
Ministry of Finance (MoF) says publicly 
that it will not have any objection if that 
provision is eliminated. In autumn, 
however, finance officials brushed aside 
that proposal when it was privately 
broached by Samsung. 

At the very least foreign investment 
„ankers and brokers will have more to 
do in Seoul this year. Citing an excess of 
liquidity in the economy, the MoF in 
November postponed the issue of more 
convertible bonds. A month later it re- 
versed direction, and more convertible 
bonds are once again back in the pipe- 
line. 

One snag is that Hyundai Engineer- 
ing and Construction, whose applica- 
tion has been at the MoF for some time 
and which needs the money it would 
raise, is not an especially attractive can- 
didate. The feeling is that the MoF 
would rather start out the post-crash era 
with one of the other, more attractive, 
companies in line, such as Kia Motor, 
Kolon Industries or Tongyong Nylon. 

This year’s convertible-bond issuers 
are not going to get the kind of terms 
Goldstar did when it issued a US$30 
million CB issue in August with a 1.75 
coupon rate and a 115% conversion pre- 
mium. In the wake of the crash, which 
saw prices on the Eurofund and the 
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would remove the sec- 
recy which currently 
surrounded conference 
agreements, and it 
would strengthen the 
rghts of  shippers' 
bodies in negotiations 
with shipowners. It 
makes special provision 
for the speedy investi- 
gation of complaints 
concerning conference 
agreements, pricing 
and sailing schedules. 

His task will be 
made easier by’ recent 
decisions by confer- 
ences to increase 
freight rates during dif- 
ficult international trading conditions 
for Australian exporters. The decision 
by the Australian Northbound Shipping 
Conference to increase the freight rate 
for shipping wool to Japan by 9% from 1 
January was condemned by the Austra- 
lian Wool Corp., whose chairman 
David Asimus said “the lack of a more 
competitive shipping environment held 
little joy for Australia's premier rural 
export industry in the future." 

The shippers' council severely criti- 
cised the Australia Singapore and West 
Malaysia Outward Shipping Confer- 
ence when it made a unilateral decision 
to increase rates by 15%, also from 1 


Korea Fund halved and the convertible 
bonds hammered even harder, foreign 
investors are doing something novel — 
actually looking at the economics of 
owning the paper. 

e STARTING in 1988, South Koreans 
will be able to invest abroad with a 
US$30 million stock fund and the local 
investment trusts — Korea Investment 
Trust, Citizens Investment Trust and 
Daehan Trust — seem to have beaten 
out the local securities firms for the right 
to manage the fund. Securities firms 
said that they were already in place, 
with overseas offices, and that they 
should be able to enjoy this cherry. Ap- 
parently investment trusts argue that it 
is time they have a bite 
of the feast. Of course, 
with the won appreciat- 
ing and most money 
trying to get into the 
country, it is not clear 
how much interest 
there will be in the 
fund. 

The MoF has not gi- 
ven up trying to play 
the market like a fiddle. 
After three packages of 
market-opening mea- 
sures during the elec- 
tion — which had about 
as much success as push- 
ing on a wet noodle 
— the MoF moved to 


KSE: index soared. 


Evans: determined. 





January. The council 
conceded the need for a 
small increase, but de- 
scribed the confer- 
ence's rise as "abso- 
lutely unacceptable." It 
predicted that exports 
of Australian fruit, veg- 
etables, dairy products 
and meat to Southeast 
Asian ports would be 
slashed. 

The proposed legis- 
lation stems from the re- 
port of a task force set 
up in late 1984 by the 
government to review 
the country's commer- 
cial-liner shipping situ- 
ation. It said Australia's interest would 
best be served by legislation directed to- 
wards the promotion of a competitive 
shipping environment. This should en- 
sure access to the market for all shipping 
lines on equal terms. 

The report advocated establishment 
of a shipping-industry tribunal to deal 
with commercial disputes within the in- 
dustry. The shippers’ council had earlier 
told the task force of the need “to re- 
form the existing regulatory arrange- 
ments, to promote a fair and competi- 
tive environment, and to maximise the 
benefits and minimise the risks inherent 
in the shipping-conference system." D 


squash the post-election rally with Won 
1 trillion (US$1.3 billion) in monetary- 
stabilisation bonds. 

It is possible that the rally could fiz- 
zle out quickly. Certainly, the Seoul 
market is no longer cheap. W. I. Carr 
estimates the market has a p/e ratio of 
17.6, based on estimated 1987 earnings. 
A year ago the p/e ratio was at a more 
modest 12.2, using year-end 1986 prices 
and actual earnings. With manufactur- 
ers busy trimming their growth esti- 
mates for this year and most analysts 
looking for GDP growth in the 7-876 
range, it is difficult to believe that South 
Korean shares should be valued more 
highly than those in other markets. 

Although there is 
plenty of cash around 
to fuel the market's rise 
at the moment, if mone- 
tary policy tightens in 
the wake of the elec- 
tion and fears of eco- 
nomic slowdown take 
hold, then bonds and 
real estate might start 
to look more attrac- 
tive than equities. So 
the fun might not last 
much. longer on the 
Seoul bourse. But the 
post-election rally 
has certainly bright- 
ened up the holiday 
season. 


T. R. LANSNER 
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| Ifyou re serious about investing 
.| now you can be sure of having the kind of 
independent information you need . . . 


We'd like to introduce a new weekly newsletter titled “ASIAN MARKETS MONITOR", 
intended for serious investors whether an individual or institution. AMM will provide 
you with timely, reliable news and information you need to invest confidently with 
the greater chance of success. | 


Concise Coverage of Asia's Markets 

Every week AMM will provide concise, comprehensive coverage and analysis of 
Asia's fast paced markets. Just the kind of timely information you must have regu- 
larly to assess your current portfolio and make informed, accurate decisions on new 
investments. | | 


AMM Helps Eliminate The Uncertainty 
While the AMM can't guarantee you success and profit, it can and will help you im- 
measurably to eliminate much of the risk and uncertainty you would otherwise be 
P Emm exposed to. In short, you will be better prepared to make more targeted and in- 


A Heritage Second to None | 

The AMM is prepared and brought to you by the publishers of the Far Eastern Economic Review, for over forty years the rec- 
ognised authority on Asia’s political, economic and financial affairs. All the insight and experience of our Company stands be- 
hind the AMM, making it, from the start, a highly authoritative and independent source of market information... 


A Compulsory Investment 


At an annual subscription price of only US$599 the AMM is no doubt the least costly investment you will make this year. It will 
also certainly prove to be the most vital and useful. Don’t make any decisions on your investments in Asia before you read 
what this report has to say. 

Unqualified Money Back Guarantee 

If for any reason after you've received AMM you wish to cancel your order you may do so at any time and receive a full refund 
of the unused portion of your payment. 


Order Now 


Order now while you're thinking about it and begin receiving the kind of vital information you want and need about the HONG 
KONG, SINGAPORE, MALAYSIAN, PHILIPPINE, TAIWANESE, THAI, AND KOREAN stockmarkets. 
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CURRENCIES 


Stable to a fault 


Hongkong doggedly defends its exchange rate 


By Philip Bowring in Hongkong 


or the second time in three months, 

Hongkong Government officials 
have pronounced the world to be flat. 
As a result, they are in danger of falling 
off it. The same authorities who ac- 
quiesced in the closure of the stock ex- 
change and futures market rather than 
face the market forces in which they 
claim Hongkong believes, are now try- 
ing similar devices to maintain an un- 
dervalued exchange rate. 

They may yet succeed in preventing 
a revaluation of the currency, pegged 
at HK$7.80:US$1 since 1983, but the 

st to Hongkong’s international repu- 
| may be high. And persisting stub- 

orness in the face of an almost 
global consensus could well pro- 
voke retaliatory trade measures. 
There are also arguments that an 
artificially weak currency is 
damaging to the overall interests 
of Hongkong’s people but is being 
pursued for the benefit of a few 






sponding not to market forces but to of- 
ficial fiat. But should banks endeavour 
to enforce the tax (which will be paid to 
the government’s Exchange Fund), 
they would be faced not only with 
numerous evasive devices but also, 
most likely, with a rash of lawsuits 
claiming discriminatory practices. They 
would also undermine Hongkong’s 
reputation as a financial centre not 
subject to arbitrary government ac- 
tions. 

Those determined to take long posi- 
tions in Hongkong dollars will find 
plenty of tax-free alternatives such as 
certificates of deposit, cash or hedged 


HONGKONG’S OBVIOUS SURPLUS 


(HK$ billion) 
25° 


I^ ^ e ^. ick > ty apum Mile 2 Oi! bapa 
20* RETR 1 ?f Ti " "aen BS few 


UTR É | | | : 

HOG yr PE Ee m NC Eh ass y 

15 bd Bs H n) di y i vba Uu : a 7> 
ze * ; ? S Yat AES put , : 2 —— 


[7 Ven V 
Met à 


groups, including manufacturers | 10* | 


and some banks, which have 
strong influence with the govern- 
ment. Last, and perhaps most tel- 
ling, the latest moves make a moc- 
kery of the mechanism by which 
the pegged rate is supposed to be 
held. 

The stick waved by the govern- 
ment has been to lean on the banks 
to impose a charge on net short- 
term positions of more than 
HK$10 million (REVIEW, 31 Dec. 
'87). The charge, for the time 
being set at nil and thus a threat 

ther than reality, would be pay- 

le by banks on balances placed for 
clearing and would be passed on to 
clients. This could either be imposed on 
a sliding scale or at a fixed rate. 

The charge has been presented as a 
negative interest rate, which it is not. It 
is a tax which — were it workable — 
would be just as much an interference 
with Hongkong's free market as ex- 
change control. The existing pegged 
rate, instead of being a basis for stability 
with freedom, has been elevated to the 
status once held by Maoist slogans and 
now threatens that freedom. If the peg 
system were working properly, there 
would be a general reduction of interest 
rates all round plus extensive use of ar- 
bitraging between the market rate for 
the currency and the 7.80 level guaran- 
teed for bank notes. (The arbitrage sys- 
tem would work better if it were not the 
privileged preserve of banks.) 

The charge has also exposed the fact 
that the Hongkong Association of 
Banks is a creature of government, re- 
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gold purchases. The threat of tax may, 
however, deter some pressure in the 
short term. If nothing else, it has shown 
the government's determination to 
stand by the existing rate. It has made it 
an article of faith, suggesting that it is a 
cornerstone of Hongkong's stability in 
the face of political uncertainties. The 
government has backed itself into a 
corner by ruling out any change. When 
the peg was introduced during the panic 
of 1983, then financial secretary John 
Bremridge specifically said that an 
upward revaluation was possible if 
economic and financial conditions jus- 
tified it. What was not possible, he said, 
was that the currency would ever be de- 
valued against the US dollar. 


B: ruling out any change at all, the 
administration has locked itself into 
likely confrontation not only with the 
US, but also with the Group of Seven 
leading industrial countries (which in- 
clude Britain), the OECD (which has 


/ 


drawn specific attention to Hongkong), 
and increasingly with other newly indus- 
trialised countries (NICs) which have 
responded to revaluation pressures and 
may increasingly demand that more 
pressure be put on Hongkong. 

(Singapore is the latest to have suc- 
cumbed to pressure. Although also 
denying its currency is undervalued, it 
has for the first time let it trade at higher 
than S$2:US$1 — a 4% rise since Oc- 
tober 1987 and 9% over the past year.) 

Events may well move beyond 
Hongkong's control and be determined 
by agreement between London, Wash- 
ington and Peking, in which case the 
credibility of the Hongkong Govern- 
ment would be further undermined. 
China's representatives in Hongkong 
are so unnerved by any change in any- 
thing that they are supporting the exist- 
ing rate. But Peking's view, if it can put 
economics before politics, may be diffe- 
rent. A cheap Hongkong dollar helps 
some Chinese exporting via work sub- 
contracted by Hongkong manufac- 
turers. But overall, the impact on 
China's earnings is probably nega- 
tive as its earnings from Hongkong 
— especially from food and con- 
sumer goods — now buy much less 
of the Japanese and European 
capital goods it needs. 

As for Hongkong, a cheap dol- 
lar is rekindling inflation and 
holding down real earnings at the 
expense of volume activity, the 
benefits of which are now largely 
going to workers in Guangdong 
rather than Hongkong where there 
is an acute labour shortage. The 
currency is, many believe, holding 
back the development of more 
sophisticated industries while 
boosting the profits of low-skill 
ones. 

There is a contrary view that 
the current-account surplus has 
now peaked and will decline in the 
face of rising domestic demand in Hong- 
kong and a weaker US market for ex- 
ports. On the other hand, Hongkong is 
gaining market share in Europe and 
elsewhere, to some extent at the ex- 
pense of other NICs as well as Japan and 
Europe. 

Behind the official obsession with 
maintaining the US dollar pe at the 
current rate is an unstated fear that 
capital outflow is already on a scale 
which is not far short of the current-ac- 
count surplus. It may well increase as 
1997 draws nearer. In other words, a 
soft currency is a soft option which helps 
both China and the Hongkong Govern- 
ment evade facing up to the impact on 
investor confidence in the political fu- 
ture. 

The shorter-term outlook, however, 
is that the pressure for revaluation will 
not go away until the US trade deficit 
shows very marked improvement — 
whether or not the US/Hongkong dol- 
lar has about bottomed out. u 
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ments for 1987-88 ae 31 March). | 
Flanked by key economic ministers, 
Wardhana launched the reform B 
age with the distribution of a 385-page 
document containing all the decrees. 
The salient points are: 
» Any holder of a business licence is al- 
lowed to export. Previously, only com- 
panies holding export licences were al- 
lowed to do so. Exceptions to the rule 
are primary commodities which are sub- 
ject to international quota agreements, 
including plywood, coffee and tex- 
tiles. 
» The number of sole import-agent 
monopolies has been reduced from 278 
to 70. General importers are now free to 
import 111 commodities previously re- 
stricted by quota. The legislation, effec- 
tive from 1 January 1988, includes 56 
types of steel, cutting the number sub- 
ject to the government-owned PT 
Krakatau Steel's monopoly by 50%. 
» Import duties on 65 commodities 
have been reduced, while those on. 
other items have been raised. Thus, for 
example, the duty on porcelain, house- 
hold utensils and glassware has been cut 
from 90% to 50%, while that on wire 
rods has increased from nil to 3096 


POLICIES - 
Liberalisation at work 


Indonesia deregulates a wide range of trade activities 


By Michael Vatikiotis in Jakarta 


n Christmas Eve the Indonesian 

Government delivered a present to 

the country's business community, and 

potential foreign investors, in the form 

of sweeping deregulation of many areas 
of economic life. 

The reform package — 48 decrees 


export procedures — major policy is- 
sues that have not been touched exten- 
sively in the past. The reason for want- 
ing to shrink the role of monopolies — 
built on non-tariff barriers — is the ur- 
gent need for the country's non-oil ex- 
port sector to share the burden of earn- 
embracing five ministries — abolished | ing revenue in the face of uncertain oil 
many import monopolies, simplified ex- | prices. 
port licences, liberalised the stockmar- Oil prices briefly slipped below 
ket and eliminated red tape affecting | US$15 a barrel in the wake of a com- 
foreign investment and the tourist in- | promise agreement on prices and 
dustry. The long-awaited deregulation | quotas at an Opec meeting in Vienna in 
package, the sixth in the past three | mid-December. Prices have since reco- 
years, is the first to tackle exportlicens- | vered, but in the run-up to the an- 
ing and the capital market. nouncement of the new fiscal year's 
According to the main architect of | budget on 5 January, the government 
the country's sluggish but steady dere- | wants to build on the 1595 increase in 
. gulation process, Coordinating Econo- | non-oil receipts in 1987 compared with 
mic Minister Ali Wardhana, the pack- 


1986. This is expected to i BAG 
age principally liberalises import and | GDP growth and the balance o 
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THE 5TH COLUMN 


India's tax reform seeks 
to lure more investment 
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centage points and a surcharge has been 
dropped. This has cut the maximum 
rate paid by a public company from 
57.25% to 50%. The tax rate on foreign- 
company income derived from sources 
other than royalties, interest and di- 
vidends has been cut from 73.5% to 
65%. A separate additional levy known 
as surtax, which was paid mainly by effi- 
cient profit-making companies, has 
also been abolished. However, these 
changes, though in the right direction, 
may not be enough. 


Nes of setbacks for India’s ruling | been relaxed. Investors from oil-export- 
Congress party in provincial elec- | ing developing countries and Non- 
tions and allegations of kickbacks and | Resident Indians can now take up to 
payoffs receive wide coverage in the | a 40% equity stake without bringing in 
foreign media. But they divert attention | technology. This selective relaxation 
from some of the solid achievements of | should encourage investment from 
the government of Prime Minister Rajiv | sources where capital is in surplus but 
Gandhi, like the revamping of the tax | transferable technology is unavailable. Important factors which influence a 

regime to encourage higher private dom- It could well be extended to such places | investor's decision to commit his capital - 





| 

esticinvestment and woo foreign investors. | as Hongkong and Singar ore. are political stability, a skilled labour 
To increase the tempo of industrial The changes to India’s tax system | force, a good system of transport and 
growth, India needs a greater inflow | under the present government are ex- communications, guarantees against 
tensive. The exemption limit from in- | expropriation and nationalisation and 
come tax has been raised from Rs | clear rules on remittance and taxation. 
15,000 (US$1,164) to Rs 18,000, and | India scores wellinrespectofthesefactors . 
rates at all income levels have been cut. except corporate-tax rate. Comparedto | 
The top tax rate has come down from | the rates imposed in major industrial 
66% to 50%. However, for the 1988-89 | nations, India's corporate taxes remain. 
tax year (starting on 1 April) a 596 sur- | very high. For example, the rates in 
charge has been imposed on individual | Canada (29%), France (45%), Hong- 
taxpayers and corporations earning | kong (18.5%), Japan (43.3%), Britain 
more than Rs 50,000 a year to finance (35%) and the US 46%) are lower than 

drought and flood relief. in India. 
Company tax rate has also been re- The Indian rate of 50% on a domes- 
duced. The rate has been cut by five per- | tic company should be cut to 40%. In 
—— ÀÁ— rÉrÁá—À— line with international supr o Pos 
: : : on foreign companies should be 10-1595 
Har Govind is a former chief commis- higher E unlike domestic com- 
sioner of the Indian Income Tax De- | panies, they do not declare dividends, 
partment and a member ofthe income | which would be subject to taxation, 
Tax Appellate Tribunal. in the host country. The tax rate 


on foreign companies should, there- 


of foreign capital and sophisticated : 
technology. To this end, the govern- 
ment has systematically eased restric- 
tions and liberalised the tax regime in a 
bid to tap sources of surplus capital and 
to attract investors who mi ight otherwise 
be deterred by the country's cumber- 
some tax structure. 

The government has also reduced 
personal-income and corporate-tax rates 
in an effort to create a more congenial 
investment climate. The intention is to 
enable individuals and companies to 
conserve, accumulate and use tax sav- 
ings for growth and development. 

To encourage investment, the rule 
that foreign holdings, which are usually 
limited to a maximum 40% stake in any 
venture, must be accompanied by the 
transfer of approved technology, has 
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ind polyester thread from 15% to 30%. 
» Containers and samples are exempt- 
2d from import and value-added tax. 
» The process of obtaining a listing at 
the local bourse has been greatly 
simplified and the requirement that a 
isted company show a minimum 10% 
rise in profit over the previous year has 
seen modified to just a show of profit. 
» The long-awaited secondary market 
s to be set up, allowing local companies 
'o raise capital by selling bonds and 
>quity shares. Foreigners will be al- 
owed to buy shares in this market 
hrough over-the-counter trading. 
» Foreign companies will be permitted 
o open regional representative offices. 
» The period for the transfer of foreign 
»artnership in a joint venture to the In- 
donesian partner is extended from 10 to 
15 years with a possible extension of five 
years in certain cases. A company 
operating in a bonded zone and export- 
ing all its products could be set up with a 
pios Indonesian share of 5%. 
e number of licences required to 
set up a hotel or other tourist facilities 
will be reduced from 33 to two. 
Reaction to the package has been 
understandably sparse over the holiday 





fore, be reduced from 65% to 50%. 
Two reforms which are of particular 
benefit to companies have been the 
overhaul of depreciation rules and the 
introduction of a new funding scheme. 
The general rate of depreciation on 
lant and machinery has been raised 
om 15% to 33.33%. For classified 
items the previous four rates have been 
replaced by just two — 50% and 100%. 
The changes will help taxpayers, in- 
cluding foreign companies, to recoup 
the cost of plant and machinery in four 
years or less, generating substantial in- 
ternal resources for the replacement 
d modernisation of assets. 


he new funding scheme creates 

an additional source of finance. All 
businesses, including those owned by 
non-residents and foreign companies, 
are now eligible for a tax allowance cov- 
ering up to 20% of profits. These profits 
have to be deposited in a refundable in- 
terest-earning Investment Deposit Ac- 
count with the Industrial Development 
Bank of India or used to purchase new 
(and second-hand, under certain condi- 
tions) machinery and plant. 

The scheme opens up new avenues 
for tax planning. An efficient profit- 
making undertaking can create new as- 
sets valued at up to 20% of profits each 
year. It can deduct 200% of the cost of 
such assets from profits — 100% under 
the funding scheme in one year and 
another 10096 in depreciation over sev- 
eral years. 

A number of export-promotion mea- 
sures have also been introduced in an at- 
tempt to close India's trade gap. The 
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BBR ports restricted before 24 Dec. 





Categories of commodity still not permitted 
to be imported by general traders. 


period. One local daily newspaper call- 
ed it “the most extensive and sweeping 
policy reform since April 1985.” It 
would appear that by addressing the 
issue of non-tariff barriers on imports, 
the government is reinforcing previous 
deregulatory measures. In a recent in- 
terview, Wardhana told the REVIEW 
“there is a gap between policy and 
implementation" and stressed the 
need to refine and build on earlier ef- 
forts. 


government increased tax exemption 
for exporters by raising allowances to 
4% of the net foreign-exchange realisa- 
tion plus 50% of remaining profits. Al- 
lowances for construction-project ex- 
rts have also been increased from 
5% to 50%. 

Tax concessions enjoyed by manu- 
facturers and exporters in India’s free- 
trade zones (FTZs) have been in- 
creased. India has two fully operational 
FTZs, one at Kandla (Gujarat) and 
another at Santa Cruz (Bombay). Five 
more are being established. 


€ Tax avoidance and evasion 
remain an important problem. It 

is estimated that ill funds 
Rs 370 


held by Indians to 
billion in 1983-84 — about 20% 
of GNP.? 





Ventures in the zones benefit from 
customs duty exemption on imports of 
capital goods, equipment, raw materials 
and spare parts. Repatriation of capital, 
profits and dividend is allowed at any 
time. A tax holiday is available for the 
first five years. Recent changes mean an 
enterprise can now make use of this 
benefit in any five consecutive years with- 
in the first eight years of operations. 

These measures have started to show 
results. The trade deficit in 1986-87 
(ended 31 March) fell to Rs 75 billion, 
against Rs 87 billion in 1985-86. There 
are also encouraging reports of an in- 
crease in exports in the current year. 


Noticeable, however, is the absence 
of the highly protected plastics industry, 
which does not feature at all in the pack- 
age. Wardhana was quoted as saying 
“the industry still needs protection.” It 
also remains to be seen if the categories 
of steel released for general import are 
those called for by local industry. 

The move to deregulate the capital 
market will be welcomed for the oppor- 
tunity it offers of raising equity capital. 
The Jakarta Stock Exchange at present 
lists only 24 companies with a total 
capitalisation of about US$60 million. 
But so far there is no indication that the 
tax on dividends has been removed. At 
present it is more attractive to hold 
money in the bank rather than shares as 
time deposits are not liable to tax. 
Foreign bankers were also hoping for a 
change in regulations to allow them to 
disburse rupiah loans outside Jakarta. 
However, Indonesian state and private 
banks are strongly resisting this move. 

The package will have done much to 
dispel cynicism about the government's 
commitment to deregulation. It remains 
to be seen, though, just how deep a cut 
it has made into areas of entrenched 
economic privilege in Indonesia. Oo 


However, a major thrust is necessary to 
produce an exportable surplus of pro- 
cessed goods at competitive prices. The 
export impact of the FTZs is presently 
peripheral. The FTZs in India are small 
in size as well as number. China has 
special development zones in 14 coastal 
cities with preferential tax schemes. 
India must increase the number and size 
of its FTZs. In addition, dividends as 
well as profits should be free of tax for 
five years. 

Despite the liberalisation of the tax 
structure, tax avoidance and evasion re- 
main an important problem. It is esti- 
mated that illegal funds held by Indians 
totalled Rs 370 billion in 1983-84 — 
about 20% of GNP. Huge amounts of il- 
legal funds are kept abroad. Indian de- 
posits in Swiss bank accounts stood at 
Rs 13.22 billion at the end of 1985. 

Over the years, the government has 
tried to tackle the problem of tax eva- 
sion with a carrot-and-stick policy. Side 
by side with administrative measures 
like intensified searches and seizures of 
hidden money and assets, the au- 
thorities have floated tax-amnesty 
schemes. From 1950-87, five voluntary 
disclosure schemes were introduced. 

These measures, coupled with the 
reductions in rates, have made an im- 
pact on revenue collection. The tax con- 
cessions and other measures designed to 
attract foreign investment have also 
yielded good results. More than 10,000 
foreign-collaboration agreements have 
been approved by the government at 
the rate of about 1,000 a year. Total 
foreign investment in 1986 reached Rs 
1.07 billion and is expected to grow. El 
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MARKETS 


Which way to jump? 


Market uncertainties dog Japan’s investment managers 


By Richard Hanson in Tokyo 
Ti president of one of Japan's larg- 
est electronics companies was asked 
| recently why industrialists were not 
| loudly protesting at the latest rise of the 
yen in foreign-exchange markets to the 
120s against the US dollar. When they 
tried to speak, he replied, no sounds 
came out. 
Speechless is one way of describing 
the way Japan has reacted to the gyra- 
tions of financial markets in 1987. Or as 
local pundits comment, they have seen 
“heaven and hell” this year. The 
| stockmarket reached new highs before 
the global plunge in mid-October. The 
yen was pushed to new highs, and was 
still climbing as the year drew to an end. 
While few investment managers 
have produced any clear scenario of 
what lies ahead for 1988, nearly 
everyone seems to agree that both 
foreign-exchange and equity markets 
will continue to be chaotic. That was 
certainly true on the last day of Tokyo 
Stock Exchange (TSE) trading for 1987. 
By 10:02 a.m. on Monday, 28 De- 
cember, the Nikkei index had tumbled 
nearly 600 points. But within the hour, 
brokers had carried out a rescue opera- 
tion which enabled the index to close 
the day up 30.56 points from the previ- 
ous close at 21,564 — but down 5,082 
from the year's record high. Meanwhile, 
the yen had jumped to the ¥123:US$1 
level, or more than 20% higher than it 
had been a year earlier. 


COMPANIES 
A question of trust 


There are any number of reasons for 
the market drop — Tokyo prices had al- 
ready lost much ground in the previous 
five sessions as well. According to 
Sumio Tukabori, president of Kokusai 
Investment Management, the common 
theme, however, was "fear." 

One could be nervous about whether 
the US would finally get a handle on its 
fiscal and trade deficits; fret about 
whether the dollar would continue to 
fall; or worry that New York stock 
prices would collapse, leaving Japanese 
investors in the lurch until the TSE 
reopened after a week-long New Year 
holiday. 

Despite the strenuous efforts of the 
big Japanese brokers, a much hoped for 
year-end rally (in which smart investors 
would have sold shares) failed to 
materialise in Tokyo. That left investors 
with a choice of selling — or waiting for 
the New Year, when the consensus 
pointed to further weakness. 

Fre investors had already dispos- 

ed of massive amounts of Japanese 
equity in October and November, 
bringing their ownership of Japanese 
equities down to around 3%, the lowest 
level since 1979. A large number of indi- 
vidual Japanese investors, as well as 
medium-size institutions, choose to sell 
shares ahead of the New Year. 
Scenarios for the stockmarket in 1988 
are being redrawn over the break. 


The trials of Tan Koon Swan move to Kuala Lumpur 


By Nick Seaward in Kuala Lumpur 


Msn businessman Tan Koon 
Wü Swan was released from prison in 
Singapore on 26 December but was im- 
mediately re-arrested on Malaysian 
charges of abetment of criminal breach 
of trust involving M$23 million (US$9.2 
| million). The former leader of the Ma- 
_ laysian Chinese Association (MCA), 
| was formally charged in the Kuala Lum- 
.| pur sessions court on 28 December but 
.| sought a delay before entering a plea. 
He was granted bail of M$1 million until 
18 January. 

Tan was re-arrested by Singapore 
police on his release from Changi jail 
after serving 14 months of a two-year 
sentence for abetment of criminal 
breach of trust in the Pan-Electric In- 
dustries affair. 


The charge alleges that Tan abetted 
a former director of Multi-Purpose 
Holdings (MPH), Chin Keng Ming, in 
committing criminal breach of trust in 
respect of M$23 million belonging to 
MPH on 22 November 1985. It alleges 
that the incident took place at the of- 
fices of Malayan United Bank in Kuala 
Lumpur. However, the charge alleges 
that the previous day at the offices of 
MPH, Tan had abetted the commission 
of the same offence, “which . . . was 
committed in consequence of [his] abet- 
ment." 

Tan has been charged under sections 
109 and 409 of the Penal Code, which 
carry a maximum sentence of 20 years in 
prison and/or a fine. 

MPH is the investment arm of the 
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At Nomura Securities Investment 
Trust Management Co. the view is that 
the Nikkei 335-index probably will not 
drop below the 20,000-point level. It 
bottomed in late 1986 before the market 
pushed on to new highs. 

The optimists see the market picking 
up in January, mainly because from a 
technical viewpoint the economic fun- 
damentals (with the striking exception 
of the yen exchange rate) are good. The 
more cautious stand is that the market 
may continue to consolidate (go 





| nowhere, except down) for the next six 


months or longer. 

Dark clouds are hanging over the 
stockmarket. One involves rule 
changes, which take effect in the fiscal 
year ending 31 March and require trust 
accounts to value securities investments 
at either the cost or market value, de- 
pending on which is lower. That will 
mean realising losses, which will prompt 
many to sell at any opportunity. i 

Another worry is that a record 
more than *6 trillion in stock trades, 
done on margin before the 20 October 
crash, must be settled by April. That, 
too, could add to selling pressure. 

A third unknown involves how the 
biggest institutional investors, the life- 
assurance firms, will behave as they tot 
up huge losses being taken on US dollar- 
bond portfolios. According to one esti- 





| mate, such losses already total X2 


trillion. Will they sell domestic equi- 
ties to make up for capital losses over- 
seas? 

The position of the big institutional 
investors is complicated by a rule which 
forces them to realise foreign-exchange 
losses on  foreign-bond holdings 
whenever the exchange rate loses 15% 
in value against the yen. That point was 
passed at around Y 124:US$1. B 


MCA. The M$23 million cited in the 
charges is believed to refer to a M$ 
million loan obtained from Malay 
United Bank by MPH on 22 November 
1985. A day earlier, the MPH board had 
authorised Tan to borrow an equivalent 
sum for an unspecified investment in 
Singapore, with disbursement of the 
loan subject to his discretion. 

According to published accounts of 
the deal, the money raised in the loan — 
together with an additional M$3 million 
raised from internal MPH sources — 
was used by Tan to make the first S$20 
million (US$10 million) payment of a 
$$40 million duterest- fico loa to Singa- 
pore's Pan-Electric Industries. Tan had 
undertaken to make the loan as part of a 
rescue scheme devised by Pan-Electric's 
financial advisers. At that stage, Tan 
was managing director (operations) of 
MPH and also controlled a large 
shareholding in Pan-Electric. 

If Tan pleads not guilty on 18 
January, his case will come up for trial 





| on 5 September. Chin Keng Ming has 
| 


yet to be charged. 





ECONOMIC MONITOR TAIWAN | 


Cloudy growth prospects 


Sta should finish 1987 with an 
expected 11.2% growth in real 
GNP. But the prospects for Taiwan’s 
vexport-driven economy in 1988 have 
been clouded by the continuing appre- 
ciation of the NT dollar. Projected 
growth for the fourth quarter is 8.4%, 
down from 12.8% in the third quarter, 
and forecasts put 1988 growth at a 
lower, but still respectable, 6-896. 

The economy's performance in 1988 
will depend on the ability of domestic 
demand to take up the slack left by de- 
clining exports, as well as on the severity 
of the likely recession in the US. 

The NT dollar has risen 22.7% in 
1987 against the US dollar, from 

$35.06:US$1 on 1 January to 

$28.56:US$1 on21 December. Since 
the G-5 meeting of finance ministers in 
September 1985 the NT dollar has risen 
by 40%. 

Despite two years of currency ap- 
preciation, Taiwan’s strong export per- 
formance has provided the main im- 
petus for the continued expansion of the 
economy. Stable oil and lower import 
prices have helped minimise the decline 
in profits for manufacturers and po- 
litical unrest in South Korea helped 
Taiwan’s export competitiveness. 

But the continued strength of 
Taiwan’s export performance has 
prompted calls in Washington for faster 
currency appreciation. In November 
the US Treasury Department called for 
the removal of Taiwan’s status as a 
favoured trading partner under the 
generalised system of preferences. 

Such pressure is likely to persist as 
long as Taiwan’s trade surplus with the 

S remains high. For the first 11 
b of 1987, it hit US$15 billion, ac- 
ording to preliminary figures, up 21% 
from 1986. It is expected to total about 
US$16.1 billion for the year. 

Taiwan has started to reduce its de- 
pendence on the US market. In 1987, 
44.5% of Taiwan’s exports went to the 
US, against 48% in 1986. Taiwan’s 
overall trade surplus at the end of 
November was US$17.8 billion, up 25% 
on 1986. It is expected to reach US$19.2 
billion by the end of 1987. 

However, there are signs the trend is 
beginning to change. In the first 11 
months of the year, imports grew 42.5% 
while exports rose 35.795, in US dollar 
terms. In October and November, the 
monthly surplus fell, by 12.3% and 
7.2% respectively, from the 1986 level 
for the first time since August 1984. 

Electronics exports led the advance 
in November, increasing by 54.596 
against 1986 levels. In 1988, industries 
with high value-added content, such as 
electronics and upstream petrochemi- 
cals, should fare better than lower 
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technology industries, like textiles. 

The trade surplus, combined with a 

massive influx of speculative funds 
seeking to cash in on the NT dollar’s 
rise, pushed Taiwan's already-high 
foreign-exchange reserves past the 
US$74 billion mark in mid-December. 
. These pressures also caused a sharp 
increase in the nation's money supply. 
Growth in MIB (currency in circula- 
tion, current accounts, passbook de- 
posits and passbook-savings deposits) 
fell from its peak of more than 50% 
in May, but was still at 41% in Octo- 
ber. 

Taiwan's foreign-exchange hoard 
has created immense liquidity in the 
local banking system. The excess cash 
has resulted in a high degree of under- 
utilised capital. The national savings 
rate is high at a projected 42% of GNP 
for the fourth quarter. While growth in 
gross fixed-capital formation for the 
fourth quarter is a healthy 17.3%, 
sughtly below the year’s 19% projec- 
tion, the level of gross fixed-capital for- 


TRADE SURPLUS SOARS 
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mation, as a percentage of GNP, is a 
weak 18.4% for the quarter. 

The persisting volatility in the 
dicke and high degree of under- 
utilised capital should mean the con- 
tinuation of the government's current 
trend towards economic liberalisation 
and a further opening of financial ser- 
vices to foreign firms in 1988. 

While government planners will be 
looking to domestic activities to balance 
a weakening export performance, 1988 
is not expected to bring about a substan- 
tial reduction in the excess savings. Un- 
certainty about the future and limited 
investment opportunities — aggravated 
by recent uneasiness over the stockmar- 
ket — will keep consumer spending and 
portfolio investment to a minimum. 

Despite i4 liquidity and money 
supply growth, however, consumer- 
price inflation has remained low be- 
cause of cheap imports and central bank 
measures to soak up excess liquidity. 

— Jonathan Moore 
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o Md INDICATORS — SELECTED ASIAN COUNTRIES 


Economic Growth % (real) (1) 
1986 


1987 
International Reserves (5) 
Latest US$13.42b 
(Oct.) 
Year ago US$8.55b 


Trade Balance (total merchandise) 
Latest 3 months 


Previous 3 months 

Year ago 
Exports (7) 

Latest 3 months 

% change previous 3 months 

% change year ago 
Imports (8) 

Latest 3 months 

% change previous 3 months 

% change year ago 
Consumer Prices 

Base 


Latest 3 months index average 


170.0 
(July-Sept.) 
% change previous 3 months +1.7 
% change year ago +8.3 
Money Supply (3) 
Latest 


% change previous month 
% change year ago 


Economic Growth % (real) (1) 

1986 

1987 1.5-2.4 
international Reserves (5) 

Latest US$7.47b 


(Sept.) 
Year ago US$5.08b 
Trade Balance (total merchandise) 
Latest 3 months 
(July-Sept.) 
Previous 3 months +US$0.46b 
Year ago 
Exports (7) 
Latest 3 months US$3.83b(4) 
% change previous 3 months * 13.7 
% change year ago 
Imports (8) 
Latest 3 months US$3.26b(4) 
% change previous 3 months * 12.0 
% change year ago 
Consumer Prices 
Base 


Latest 3 months index average 


% change previous 3 months 
% change year ago 


Money Supply (3) 
Latest 


% change previous month 
% change year ago 


(1) Official and other estimates of GDP (GNP in Japan) (2) Consumer Price Index A 


(5) IMF definition of reserves minus gold except for Singapore 
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July 80-June 81 — 100 
70 


A$121.27b(10) 


+US$0.57b(4) 





9.1 
13.5 


US$13.14b 


(July) 
US$11.48b 


-US$0.96b 
(Apr.-June) 
—US$1.04b 
—US$3.43b 


US$9.32b 
428.0 
*21.2 


US$10.28b 
*23.6 


(Oct.) 
US$1.27b 


—US$0.31b 
(Aug.-Oct.) 
-US$0.21b 
+US$0.04b 


US$1.52b 


1978=100 
376.8 
(Sept.-Nov.) 
+1.7 


+US$0.32b 
(Sept.-Nov.) 
+US$0.46b 
* USS0.30b 


US$13.37b 
+3.3 
+30.5 


US$13.05b 
+4.5 
+31.3 


111.3 
(Sept.-Nov.) 
+1.4 
+6.2 


HK$287.36b 
(Oct.) 
+0.8 


1.9 
7-8 


US$13.25b 
(Mar.) 
US$12.56b 


—US$0.89b 
(July-Sept.) 
—US$0.84b 
—US$0.74b 


US$7.63b 
* 10.1 
* 30.8 


US$8.52b 
+9.7 
+29.2 


June 82-May 83= 100 
03 


(3) M2 or currency plus bank deposits 
(6) Customsbasis (7) fob 


+US$1.73b 


US$12.34b(6) 
+0.6 


+31.2 


US$10.43b(6) 
=T 


3.2 


+US$1.34b(9) 


(May-July) 
+US$0.20b 
+US$0.65b 


US$4.42b(9) 
428.0 
+30.0 


US$3.08b(9) 
-5.4 
+12.1 


Apr. 77-Mar.78=100 


US$64.9b 
(Sept.) 
US$38.2b 


+US$5.09b 
(Sept.-Nov.) 
+US$5.42b 
* US$4.33b 


US$14.58b 
+1.4 
+34.0 


US$9.49b 
+6.0 
+45.0 


1981=100 


(4) Peninsular Malaysia only 
(9) Excluding petroleum products 





3.0 
3.5 


US$72.66b 
e), 
US$41.72b 


* US$19.40b(6) 
-Oct.) 


*U .00b 
+US$24.23b 


US$58.53b(6) 


+2.2 
+6.5 


US$39.13b(6) 


+5.0 


1976= 100 
203.8 
(July-Sept.) 
+1.2 


+2.8 


Baht 744.9b 
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Year-end window dressing 


SOUTH Korea led gainers in Asia in the period to 28 Dec., helped by local political developments. Most mar- 
kets closed the holiday-shortened period on a firm note. 


SEOUL: The attraction of year-end di- 
vidends and the continuing fallout 
from Roh Tae Woo’s election triumph 
saw the bulls close out 1987 on 26 Dec. 
at 525.11, up 34.9 points. Trading re- 
sumes on 4 Jan. Volume rose 5.4m to 
finish at 11.8m shares, worth Won 
163.3b (US$205.4m). Construction 
and trading sectors gained 14.9% and 
15.4% respectively. 


HONGKONG: Much of the gains ear- 
lier in the holiday-shortened period 
were pared on the last trading day fol- 
lowing a major slide in Tokyo. But the 
profit-taking is likely to be short-lived 
ahead of year-end window dressing. 
Turnover for the period was HK$3.32b 
(US$425.6m) for 1.57b shares traded. 
Hongkong Bank closed at HK$7.25, 
down 15 HK cents on the period. 


TOKYO: The market closed the year 
on a weak note with the Nikkei Aver- 
age falling more than 1,000 points over 
the period. The index fell continuously 
for the first five trading sessions but 
staged a modest rally at the end of the 
final half-day session. Average daily 
volume was a low 380.5m shares. Nip- 
pon Steel fell from ¥407 (US$3.20) to 
¥ 362 while Showa Denko fell to ¥665. 


SINGAPORE: Strong buying senti- 
ment buoyed the exchange in a period 
shortened by the holidays. But prices 
closed lower after the weekend on pro- 
fit-taking. Heavily traded Malayan 
Credit fell marginally to S$1.24 (62 
US cents) while Metro Holdings re- 
mained unchanged at S$5.10. Average 
daily volume for the period was 33m 
shares valued at S$46.9m. 


KUALA LUMPUR: Light profit-taking 


set in after previous gains but prices 
rebounded sharply. Singapore-based 
stocks were in demand, particularly on 
Christmas Eve, but most issues suf- 
fered losses after the holiday. Khong 
Guan put on 10 M cents (4 US cents) to 
M$2.90 while Parkway gained 20 M 
cents, to M$2.40. Volume averaged 
17.3m shares a day valued at M$27.5m. 


TAIPEI: News of default on 22 Dec. by 
a major market speculator and the sub- 
sequent closing of a large local broker- 
age rocked the market, pushing issues 
to lower limits across the board for the 
rest of the period. Average daily turn- 
over was NT$3.9b (US$136.8m), its 
lowest since the period ended 6 July. 
Taiwan Cement went from NT$53.50 
to NT$49, an 8% drop. 
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AUSTRALIA: Markets rallied strongly 
in the three trading days of the period, 
pushing the Australian All-Ordinaries 
Index up 63.4 points on the Christmas 
Eve close. Rising base metal prices 
were the main driving force, with blue- 
chip mining companies leading the 
rise. Volume was 374m shares, worth 
A$640m (US$457m). Resources giant 
BHP rose 64 cents to A$7.20. 


NEW ZEALAND: The default of major 
stockbroker Paine Belcher did not 
dampen a slightly improved spirit in 
the three-day period. Fletcher Chal- 
lenge, denied the chance to buy rival 
New Zealand Forest Products by its 
merger with Elders, was down 5 NZ 
cents (3 US cents) to NZ$4.23. Volume 
for the period was 21.21m shares, 
worth NZ$24.76m. 


MANILA: Prices closed with small 
gains, mostly posted by oils in the wake 
of newspaper reports of various drilling 
plans for early 1988. Oriental Pet- 
roleum-B rose 18% to P0.08 (0.4 US 
cents) while Trans-Asia advanced 12% 
to P0.028. Average value turnover 
dropped by 13.2% to P116.17m but 
volume grew 72% to 1.07b shares 
owing to interest in oil stocks. 


BOMBAY: Prices declined initially on 
profit-taking but rose sharply when the 
government finally announced a 15% 
rise in iron and steel prices. Cement 
and fertiliser blue chips firmed up in 
expectation of price rises in these sec- 
tors too, while textile rose on heavy 
buying. Tata Steel gained Rs 60 
(US$4.7) to Rs 655, while Century Enka 
climbed from Rs 1,040 to Rs 1,102. 


BANGKOK: Market sentiment was 
mixed, with some light profit-taking on 
the surge of recent weeks. Turnover 
was healthy, averaging Baht 510m 
(US$20.2m) a day for 5.53m shares 
traded. Leading gainers included Indo- 
Thai Synthetic, up 67% to Baht 2,130, 
and Dusit Thani Hotel, up 40% to Baht 
420. Saha Pattanapibul was a major 
loser, down 90.29% to Baht 40. 


NEW YORK: A further weakening in 
the US dollar against the yen dam- 
pened sentiment on Wall Street. Coun- 
ters also came under pressure from 
year-end tax selling and technical resis- 
tance at around the 2,000-point Dow 
Jones Average level. The Morgan 
Stanley Capital International Index 
closed the period ending 24 Dec. at 
412.8 points, up 3.5. 
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JAKARTA 

Some people say it's the 
business facilities, others 
Say it's tne 23 acres of 
gardens but most of the 
clients tel! us it's the fine 
food and the friendly staff 
that keep them coming back 
again and again 

Behrouz Tamdjidi 

General Manager 
Borobudur inter-Continental 
Jakarta 
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At good hotels, guests come and go. 
At great hotels, guests come and go and then return again and again. 
At Inter-Continental Hotels, three out of four guests are so impressed with 
the luxury of our service, dining facilities and exquisite rooms that they return again and again. 


So come to Inter-Continental. 
For unsurpassed staff, for unforgettable meetings, for marvelous locations, 


for beautiful restaurants, for an incredible vacation, for real relaxation 
and a genuine welcome . . .Inter-Continental, again and again. 


For reservations, please call any one of our 100 hotels worldwide or see your Travel Agent. 


MANILA 

Above all our many fine 
assets, the warmth 
efficiency of our stati 
creates that special ‘Home 
Away From Home 
ambience which inspires our 
guests to return again and 
again 

Eric Pruefer 

General Manager 

Manila Inter-Continental 
Manila 


SINGAPORE 

The Pavilion inter- 
Continental s fine reputation 
is a result of the friendly, 
courteous and efficient 
service provided by our 
employees, it is for this 
reason that 709^ of our 
guests return again and again. 
Andrew Quinlan 

General Manager 

Pavilion Inter-Continental 
Singapore 


BANGKOK 

"We call ourselves the 
Business Resort ... 

We're right in the centre of 
town, yet we re a low-rise 
hotel! surrounded by 26 acres 
of gardens. This, together 
with our warm traditional Thai 
hospitality, is the reason why 
our guests keep coming 
back.” 

Daniel Desbaillets 

General Manager 

Siam Inter-Continental 
Bangkok 


SYDNEY 

The historic architecture of 
the restored treasury 
buildings combined with the 
most modern facilities and 
personalised service create 
the ideal business address 
in Sydney 

Stefan Bokaemper 

General Manager 

Sydney inter-Continental 
Sydney 








Creative Alternatives in a Changing World 

Wako Securities can help you reach your financial goals, 

no matter how distant they may appear. 

As specialists in Japanese securities and active participants in the key 
American and European markets, Wako offers a complete line of 
underwriting and investment services. 

Our computerized investment advisory services backed up by the timely 
and detailed analysis of the Wako Economic Research Institute help private 
and corporate investors throughout Asia and the Pacific to maximize 
their investment performance while managing risk. 

Wako’s long experience and broad client base give us the expertise and 
knowledge to design custom-made solutions to meet your specific goals. 


Wako Securities—meeting the challenges of global financial management. 


è SECURITIES CO., LTD. 


Head Office: 6-1, Koamicho, Nihonbashi, Chuo-ku, Tokyo 103, Japan 

Tel: (03) 667-8111 Telex: J24819, J28484, J28841, J23885 

Sydney Representative Office: 34th Floor, Westpac Plaza, 60 Margaret Street, Sydney, 
New South Wales 2000, Australia Tel: (02) 231-6911 Telex: 70793 

Singapore Representative Office: 6 Battery Road, Suite 10-05, Singapore, 0104, Singapore 
Tel: 225-3711 Telex: RS26621 

Wako International (Hong Kong) Limited: 27-D, United Centre, 95 Queensway, Hong Kong 
Tel: (5) 283-986 ~91 Telex: HK83677, 60244 

Overseas Network: Bahrain, Paris, London, Geneva, Zurich, New York, Los Angeles 
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|l Applications are invited for research appointments. 


i Applicants should possess a Ph.D. degree and have 
|. excellent communicative skills in English and 
|. experience in conducting research, especially in 
Economics, Politics, and Strategic and Security 
Studies. Specialisation in one or more of the 
"s following areas will be an advantage: 


E Economics, Politics, and Strategic and Security 
Affairs of Southeast Asia 


e Japan and Japanese Affairs, particularly Japanese 
Economics or Politics, with thorough knowledge 
of the Japanese language 


* Politics / Modern History of Indonesia with 
thorough knowledge of Bahasa Indonesia 


+ Economics/Political Economy of Transportation 
with thorough knowledge of Shipping 
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| Move £ ondon Prope rty from Hong on 


Hampton & Sons, the leading UK Estate Agents can assist you to buy, sell, let, 


manage and arrange finance for your UK house or flat. 
Call Philip Jackson on 5-8104838 or telex 61851 FPDHK HX 
CARS BNC DAVIES Hampton & Sons 


; PROPERTIES LIMITED i : , = T 
Ay e 23)d floor Two Exchange Square, Hong Kong & Adlington Street. Londen SWA IRB Teles. 23 ti 
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. REVIEW INDEX 


| The Review Publishing Company Limited is now publishing a quarterly index 
i. which details by country and date everything that has appeared in the Review. 
|. The index is available on a quarterly basis. Subscribe now and each quarterly 
| index will be sent to you automatically as soon as it becomes available. A vital 
| research tool, the Review index will save hours of needless searching for infor- 
mation. ORDER YOURS TODAY! Only HK$290 (US$37.50] for 4 quarterly 
issues. Just complete the coupon below and send with your Pona 




















The Circulation Department, 
| Far Eastern Economic Review, 
l GPO Box 160, Hongkong. 
3 Please send my order for the Far Eastern Economic Review QUARTERLY 
d INDEX. f enclose HK$290 (US$37.50) (or its equivalent in local currency) in 
(Please print in block letters) 
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| Loans, Venture Capital, In- 













The monthly emoluments range from 
to S$6,800.00 (US$1 = S$217 ec 
remuneration awarded will depe 
candidate's qualification and experier 
on the post offered, other benefit 
leave, medical, subsidized rage 
rental of $$500.00 per month, 
baggage allowance, etc. 


Interested applicants are requested to sene 
resume to: 


The Executive Secretary 
Institute of Southeast Asian Studies - 
Heng Mui Keng Terrace. 
Singapore 0511 
Telephone: 7780955 
Telefax: 7781735 

Telex: RS 37068 
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INVESTMENT . PERSONAL 


vestments for your Project, 
Venture. international Finance 


THE 
DIPLOMAT HOTEL | 


and Investments. We will con- 2 EE 7 
sider all types of Business Deals | LONDON SW1iX 8 DT 


and Ventures. Latin American Fi- 
nanciers invite proposais. Send 
details of your Project, Venture 
(typewritten) to: AMIRTIMUR | 
PRIVATE OIL AND MINING CO. | 
LTD, Athens Tower B, Suite | 
506, 115 27 Athens, Greece. 


TEL:01-235 t544 di 
TELEX:9413498EXECUTG ] — 
FAX: 259-6153 B 
Single: £42.50 + VAT 
Double/Twin: £58.50 + VAT BEES 
| All rooms with private facilities, cob |. 
| our television, direct dial telephone, |^ 


| hairdryers, coffee and tea makers. | — 
Substantial breakfast served in j| io 


This space is 
reserved for 
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Vantage Press 516 W 34th SL. New York, NY. 
10001 USA. m 






Reservations should be 
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International Classified Manager, | 
Far Eastern Economic Review, 
15th Floor, 80 Gloucester Road, 
GPO Box 160, Hongkong 
Tet 5.293123 
Telex: 62497 REVAD HX 
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he Philippine preoccupation with 

apocalyptic sex and political violence 
pervades the provinces as well as Man- 
ila. Walking 50 m in Gatuslao Street in 
the capital of Negros Occidental one 
traverses a gamut of morbid obses- 
sions, from one cinema featuring Killer 
AIDS, to the cinema up the street show- 
ing Vigilante whose competition over 
the road is the Hit Man who goes after 
communist rebels clearly marked for 
the hit by hammers and sickles neatly 
sewn over the heart on their green 
fatigues. 

It is this culture, apparently fatally 
attracted by Armageddon rather than re- 
demption, which so disturbs provincial 
religious leaders such as the Bishop of 
Bacolod, Antonio Y. Fortich, who sees 
the nation in a state of spiritual de- 
cline, still mesmerised by the crass 
materialism offered by cultural col- 
onialism. 

Cigar-puffing ‘Commander Tony,’ 
as the rightwing likes to brand the 
bishop, sits in an office tattooed on the 
outside with machine-gun bullet holes, a 
consequence of a vigilante attack on the 
bishop after he had spoken in favour of 
social justice at a rally of the leftist Na- 
tional Democratic Front in Bacolod 
earlier in 1987. The irrepressible sep- 
tuagenarian almost revels in his notori- 
ety and points to a little bird on his desk. 
“This is my sparrow without a unit,” he 
quips in reference to the communist as- 
sassination squads. 

The bishop’s support for social jus- 
tice and land reform in the Philippine 
‘deep south’ has earned him the enmity 
of the ultra-conservative planter elite in 
the sugar island. 

On 22 November, he presided over a 
mass for peace in Bacolod plaza for 
60,000 people, 20,000 of whom had ear- 
lier walked in a three-day pilgrimage 
from Hinigaran, La Carlota and Mana- 
pla carrying placards saying: “If those 
who have plenty continue to be greedy, 
fighting will continue," *Land reform 
the answer to rebellion,” and “Rice not 
arms." 

Negros and the nation were in crisis, 
he told his audience, but a solution 
should be sought through spiritual re- 
newal, not bullets. 

Speaking privately a few days later, 
the bishop made clear the church's sup- 
port for land reform, an obviously cry- 
ing need in this area so long dominated 
by contrasting lifestyles between rich 
and poor. This contrast has grown over 
the past decade as the sugar industry has 
moved into crisis with falling world 
prices and stiff import quotas imposed 
on the US market by the 1985 Food 
Security Act. "Could you work for be- 
tween US$1 or US$1.50 per day?" he 
asks, "because this is what our sugar 
workers must do." 

He tells the planters that they should 


realise they will have to share their land 
if they do not want to lose it all. But they 
refuse to understand. “The rich speak 
English, Spanish, Tagalog, Illocano, Ce- 
buano, but when you try to speak to 
them in the language of social justice 
and land reform they don't under- 
stand." 

The bishop also expresses disap- 
pointment with the slow pace of change 
under the Aquino government. “Two 
years is already too long. The last time I 
saw Cory Aquino I told her the people 
in Negros are angry with you.” He 
claims she could have at least taken the 
initiative and given away her own lands 
to set an example. “Land reform at the 
moment is like a water lily — on top it 
looks all white and beautiful but under- 
neath its roots just hang down in the 
water and are not firmly rooted.” 

A swift and thorough implementa- 


| 


| Farmworkers in Negros; pressure for land reform wins few concessions. 


tion of land reform, as was carried out in 
Japan, Taiwan and South Korea after 
World War II, is what is needed, said 
the bishop (this, incidentally, is also the 
position adopted by the World Bank, 
[REVIEW, 2 July '87]). This view was 
echoed by Gaston Ortigas, dean of the 
Asian Institute of Management, at a 
seminar on agrarian reform in Bacolod 
in November. 


Dr and agrarian reform which had 
been a unifying force in the im- 
mediate post-Marcos period, said Orti- 
gas, now divided the ideological centre 
into those in favour of social justice ver- 
sus those wedded to a view of growth at 
all costs. 

Reform, it seems, will come slowly. 
But can a slow pace be adopted without 
jeopardising the whole programme, as 
is feared by the World Bank? Ortigas 
knows there is no historical precedent, 


LETTER FROM NEGROS 


but also realises there is little other op 
tion if one is to retain democratic struc 
tures. The failure of past programmes 
he suggests, was a result of the absenct 
of strong grassroots farmers’ and peo 
ple's organisations to keep up sustainec 
pressure for reform. 

The appointed governor of Negro: 
Occidental, Daniel Lacson, has pro: 
posed a local reform scheme known a: 
the “60-30-10” programme. It recom: 
mendis that 60% of current landholding: 
stay in the hands of the present owner: 
for sugar, 30% be used for diversifica- 
tion into other activities, and 10% foi 
redistribution to farmworkers. It is 
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compromise scheme designed to take 
some of the steam out of the land issue 
on the island. 

But reactionary planters, many said 
to be affiliated with extremist anti-com- 
munist vigilante groups, have opposed 
all reform. Only 20 out of approxi- 
mately 10,000 planters are said to have 
implemented this programme. Land- 
lords have been most prepared to set 
aside land where the insurgency is the 
strongest, no doubt strengthening the 
belief that New People's Army action is 
necessary for the attainment of justice 
from the landowners. 

Second Chance brand bullet-proot 
vests are de rigeur among the old planter 
elite in Negros. It almost reflects a state 
of mind — protecting what they've got 
in the most uninventive way imagina- 
ble. If Aquino gives them a second his- 
torical chance the *social volcano" may 
yet explode. — Grant Evans 
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Still waiting 
We do not want to be drawn into a dis- 
cussion with the Singapore Government 
in the LETTERS column of the REVIEW, 
despite the misleading remarks that 
Chin Fook Leong makes about us 
[LETTERS, 10 Dec. '87]. We believe the 
proper way to conduct discussions is 
through direct contacts between those 
concerned. But we would like to re- 
spond to Chin's complaint that we did 
not answer the letter the Singapore 
Ministry of Home Affairs sent us on 25 
August. In fact, that letter simply reiter- 
ated a line of argument to us in an ear- 
lier letter from the ministry, which we 
refuted in full in a letter we wrote to the 
ministry on 30 July. Frankly, we saw no 
point in repeating ourselves. Besides, 
we were busy preparing the report of 
our fact-finding mission to Singapore, | 
which we submitted to the Singapore 
Government for its comments on 7 Sep- 
tember. We are still awaiting its reply. 
Richard Reoch 


London Amnesty International 


Truths that hurt 


It was with considerable sadness that I 
read of the decision by the Singapore 
Government to restrict distribution of 
the REVIEW. As a Singaporean who has 
been a regular reader of your fine publi- 
cation since 1972, I shall sorely miss 
your well-informed and balanced cover- 
age of events in Singapore and the re- 
gion. From now on, I shall only be able 
to read your magazine at second hand. 

It would appear that the REVIEW has 
incurred the wrath of the Prime Minis- 
ters Office and the ironically named 
Ministry of Communications and Infor- 
mation for publishing stories and views 
which are contraty to the official version 
of events as propagated by the local 
news media. 

My own reading of the articles and 
exchange of letters in question leads me 
to believe that the REVIEW has been 
perfectly professional and above board 
in its conduct. Indeed, it has bent over 
backwards, as it were, in publishing ver- 
batim long rejoinders from Singapore 
Government officials. If anyone can be 
accused of “distorting the truth" it is 
certainly not the REVIEW. I consider the 
decision to limit circulation under the 
sweeping powers of the newly amended 
Newspaper and Printing Presses Act 
tantamount to an admission of defeat. 

With its black-listing, the REVIEW 
joins Time, Asiaweek and The Asian 
Wall Street Journal in falling foul of the 
government's definition of objective 
truth. It seems that journalistic integrity 
must compromise with the whims of 
partisan bureaucracy to be tolerated in 
the brave new Singapore. 

Those of your readers in other coun- 
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wies who have been annoyed by the vir- 
wal monopoly of your LETTERS columns 
"y Singaporeans of differing persua- 
kons have my sympathy. They should, 
however, be aware of two facts: (1) In 
ecent months, Singapore publications 
aave printed almost no opinions or let- 
vers critical of fundamental government 
policies. This has not been from want of 
rying by myself and others. Only the 
REVIEW and other foreign publications 
jave dared to print dissenting views. (2) 
The REVIEW must have felt compelled 
to print in full long, and often tedious 
replies by Singapore Government offi- 
cials to articles and letters previously 
ublished. Not to have done so would 
ave provided an eagerly awaited op- 
portunity to silence at a much earlier 
date this “thorn in the flesh.” 
Singapore Robert Craiu 


Arresting headlines 


I take issue with your story Malaysia 
preventive detention [REVIEW, 12 Nov. 
'87]. It is melodramatic, inaccurate and 
slanted, and it falls beneath the high 
standards you have achieved and main- 
tained in the past. 

Headlines such as The great 
crackdown, The eclipse of the op- 
position and  Taming the  gueril- 
las are eye-catching but have lit- 
tle to back them up. The 94 deten- 
tions to date can hardly be termed 
*great" compared with the 200-plus 


“Where did you find 
time to buy all those 
presents?" 
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detainees in past administrations. 
Johor Baru, 

Malaysia Ibrahim Bin Hashim 
Out of focus 


I wonder if Carol Lutfy ever saw 
the film The Emperor's Naked Army 
Marches On [REVIEW, 17 Dec. '87] 
or, if she did, understood what she 
saw. Having attended a screening at the 
Foreign Correspondents' Club in Tokyo, 
at which director Kazuo Hara was pre- 
sent to field questions, I believe that her 
“interpretation” of the film raises a 
number of serious questions. 

Aside from presenting a negative 
perception of the film, she fails to note 
that, in fact, it has been widely received 
by Japanese and has had, and continues 
to have, long runs at specialty theatres. 

Lutfy's objection to Hara's sym- 
pathetic account of Kenzo Okuzaki has 
for some reason led her to brand 
Okuzaki as a “terrorist.” At no time 
during the screening or in the question- 
and-answer period or in any other dis- 
cussion that I have had with Japanese 
knowledgeable of the film has the term 
“terrorist” ever been used. This is an 
unfair and preposterous characterisa- 
tion. Given that label, then every war 
veteran who is haunted by his past and 
acts in some anti-social way would be a 
"terrorist." 

Perhaps one could go on about the 
problems of the review, but for one who 





has been subjected to an endless litany 
of nonsensical revisionist pap produced 
by the Japanese film industry during the 
past 15 years glorifying World War I 
and portraying the Japanese as hapless 
victims of it, The Emperors Naked 
Army Marches On is an outstanding 
film. And though it has its faults, they 
are nowhere deserving of Lutfy’s com- 
ments. The film should be required 
viewing for anyone interested in learn- 
ing about Japan — something Lutfy ap- 
parently is not. 


Tokyo Dan Chimura 


Exile's lament 


Your recent reports on Burma stirred 
intense emotions in me. My family was 
one of the first to suffer at Gen. Ne 
Win's hands. But somehow, reading 
your factual accounts brought home to 
me the extent to which Ne Win in 25 
years of absolute rule has ruined the 
country. 

What is astounding is that Ne Win is 
not willing to accept responsibility for 
his actions and it seems that he is getting 
away with it. Is it possible that he did not 
really know how bad things were? [Ne 
Win’s new way, 17 Sept. '87]. Has he 
been that negligent? No ruler, espe- 
cially an authoritarian one who is con- 
stantly on the alert to quash dissent, can 
claim that he did not know. 

In the same way, he cannot blame his 
subordinates and call for changes in the 
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all the resources of Merrill Lynch to 
work for you, with continuing access 
to our top-ranked research team as 
well as to markets around the world. 
around the clock. 

Merrill Lynch Financial Consul- 
tants are ready to discuss our invest- 
ment approach in eight offices in five 
countries throughout Asia and the 
Far East. To find out more, send for a 
complimentary copy of our brochure 
Financial Services For The Private 
Investor. Write in complete confidence 
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1 system’ "asi if n was not the one to set it 
up in the first piace None of his minis- 





a system which was not first approved by 
whim. 

. Because he has not accepted the re- 
esponsibility, Ne Win does not see the 
weed for a change in leadership. He 
ahinks that all that is necessary is for the 
ipeople to sacrifice even more while he 
continues to enjoy all the privileges of 
his. position. with none of its respon- 
sibilities. 
The recent demonetisation and 

a's application to the UN for least- 
yped country (LDC) status are 
g examples of the way the ruling 
clique thinks. If it suspects that too 
many people are benefiting from the 
black market, its solution is to demon- 
tise the currency. No one questions 
why there is a thriving black market in 
the first place and it does not matter that 
solution. will cause the common 
ple to suffer. 

It is equally incredible that the UN is 

willing to accept Ne Win's claim that 
only 18.6596 of the people are literate 
when everybody knows that Burma has 
a very high literacy rate and even 
Unesco puts Burma's literacy rate at 75- 
85%. Itis clearly a case of the emperor's 
new clothes. 

Adding insult to injury, Burma's 
LDC application states that the previ- 
ously literate people of Burma cannot 
be classified as "literate manpower" 
because they cannot contribute to 
Burma's social and economic develop- 
ment since they have only a monastic 
education. Those monastery-educated 
people have contributed to Burma's cul- 
tural, social. and. economic develop- 
ments for hundreds of years. 

Ne Win and his ministers have them- 
selves clearly admitted in their UN ap- 
plication that they have, through 25 
years of mismanagement, turned a rich 
Burma into a beggar nation. It is quite 
evident which people are not capable of 
contributing to Burma’s social and eco- 
nomic development. 

Finally, Fear is the key to Burmese 
docility [REVIEW, 5 Nov. '87] has hit the 
nail right on the head. It is a well-known 
axiom that for a tyrant to be successful, 
he must first spiritually isolate his citi- 
zens from each other. They must be 
convinced that no one cares for them. 
They must believe that no one can be | 
trusted so that they will not dare to com- 
municate with each other. They must 
believe that the one in authority is all- 
knowing and all-seeing. 

I am afraid Ne Win has used this stra- 
tegy all too effectively. Everyone can 
tell you that this is the condition in 
Burma today. Even those of us in exile 
or living abroad dare not speak out. We 
trust no one. We believe that even our 
“friends and relatives can betray us. 
We believe that Ne Win has spies 
erywhere. What folly! 

ere is to be any real fundamental 
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| change in Burma, we have to overcome 

this psychological block. We must break 
down the barriers which we have al- 
lowed to be built around each one of us. 
If we do not overcome this unreasona- 
ble fear of the Ne Win regime, we will 
just replace one tyranny with another 
when a new group of people come to 
power. If we can break out of our spiri- 
tual prisons, there is hope. 
Hongkong 





‘A Shan Exile’ 


The Singapore saga 


In your Comment A ban by any other 
name [7 Jan.| vou state falsely that 
“gazetting, in effect. places the distribu- 
tion of the publication into the hands of 
the Singapore authority, allowing them 
to pick and choose the institutions or 
readers which the REVIEW reaches.” 

In fact, the REVIEW's distributor is 
only required to give priority to libraries 
subscribing to the magazine, in order to 
make the magazine easily available to 
the general public. Only 89 copies of the 
Asian Wall Street Journal and 46 copies 
of Asiaweek have been taken up by such 
libraries. The authorised distributors 
are free to distribute the rest of the 
copies to whomever they choose. 

You claim that "Brig.-Gen. Lee 
Hsien Loong recently confirmed that in- 
ternational publications would be al- 
lowed to circulate freely provided they 
allowed the government the right to 
reply to articles it felt were biased or in- 
accurate." Lee gave no such assurance. 
Foreign publications are allowed to cir- 
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culate freely provided they do not en- | 


gage in Singapore's domestic politics. 

They should report Singapore as outsid- 

ers for outsiders. Refusing the govern- 

ment the right to reply constitutes en- 
gagement in Singapore politics. 

James Fu Chiao Sian 

Press Secretary to the Prime Minister 


€ Derek Davies replies: The text of the 
gazetting ban reads: "The authorised dis- 
tributor will also be required to mark the 
[500] copies of your magazine which are 
to be sold or distributed in Singapore in 
such. a manner as the Minister may di- 
rect.’ 

This plainly gives the Singapore au- 
thorities total power over the total Singa- 
pore distribution at any time it wishes to 
exercise that power. Choosing between 
the recipients of any remnant we may be 
allowed would be invidious. 

Since we published at inordinate 
length each and every letter we received 
from Singapore Government spokesmen | 
| and since each and every letter so re- 
| ceived concerned Singapore's domestic 
| politics, itis difficult to see how refusal to 
| 
| 
| 
| 
| 
| 
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publish any further such letter would 
somehow freshly the REVIEW 
in them. 

When the Singapore Counsellor in 
Hongkong delivered the writs to the 
REVIEW, we informed him that Fu's 


latest letter dealt with matters of legal dis- 


"engage" 
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| Singapore 


pute bermeen us, and Wwe: herefo ore 
thought it would be wrong further to 
bore our readers with such disputes. He 
laughed. | 


We have since received the following 
letter from Fu: Es 
Mr Choo Chok Yew, § 
Counsellor in Hongkon 
that you have said: “I 
letter from James. 
There is no need f 
ter. I don' t want tot t 
more.’ | 

My letter of 2 Já 
reply to your comr 
ting of the REVIEW 
tion of D'Souza's -i 
asked serious questi 
dispute. No one who 
mentary and D'Souza 
be bored by my letter. - 

How you deal with r 
fluence how long your 
be restricted in Singapor 
fect the course of the p 
libel action against you, 
can either mitigate or agg 
ages. If you refuse to pub i 
you are deliberately s 
Sin gapore Government's 
venting your readers from í 
own judgments on the | 
case. » 

I therefore reiterate E 
my letter of 2 Januar 
be published in the RE 
January. : 

































© Derek Davies repli 
tonished by Fu’s certaint 
not boring. The other m 
are to be decided by t 
Singapore and it would. 
for us either to print Fu 
to comment ourselves 
or any of his colleagu 
on any other alleged inac 
other issue which the REVIE: 


in the future, it would of course fo ow its e 


usual policy of according the Singapore | 
authorities the right to replv, subject al- 


| ways to editorial discretion. 


Opportunity missed 


As a citizen of an Asean country, I am 
disappointed that human rights was not 
on the agenda for the Asean summit in 
Manila |REVIEW, 3 Dec. '87] The 
Asean heads of government could im- 
rove the region's human-rights record 
by cooperating under the Asean 
framework. Perhaps a Southeast Asian 
convention on human rights on similar 
lines to the European Convention on 
Human Rights could one day be signed. 
A court comprising judges from the six 
member countries could be set up to | 
hear cases brought by citizens of Asean. | 
countries whose rights safeguarded by 
such a treaty have been infringed. ud 
Mars: Hm 








The new APV. 
To achieve real international stature, you first have to get into shape 


The new APV doesn't just look different. « It is different, through and through. We've brought together three world leaders in food and 
beverage process technology — APV, Baker Perkins and Pasilac. «& And we've restructured them into a powerful new force. «& Where there were two 
hundred local businesses, there are now under a dozen global businesses. Over 14,000 employees. And around £1 billion in sales. Where there 
was separation, there is now a single-minded determination — to beat the world in our chosen markets. «& And where there was 
individual excellence, there is now co-ordinated excellence — harnessed, organised, responsive to opportunities across the 
world. «& In food and beverage processing, in chemicals, in plastics and in printing, the new APV is in shape. To take on the world. 


The world’s food engineers. 
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f Ir ndia’s public sector, a sprawling, largely inefficient indus- 
I trial edifice paralysed by political interference and a pam- 
pered, unruly workforce, is Prime Minister Rajiv Gandhi's 
latest target for change. Gandhi, intent on controlling the 
country’s burgeoning budget deficit and curbing the 


ector must be overhauled. But India’s nationalised indus- 
tries, a legacy of Nehru’s Fabian socialism and Indira Gan- 
| dhi’s populist politics, are resistant to reforms. Party poli- 

tics and jobs count for more than profits. The REVIEW’s 


delhi faces i in attempting to revive India’s ailing state-run industries. 
Jage 56. ^ Cover illustration by Michael McKeever. 
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age 46 
Indonesia takes the lead to step up | Taiwan’s computer makers, once 
Asean efforts to establish a Southeast | dependent on manufacturing IBM 


correspondent, Lincoln Kaye, looks at the challenge New | 


losses of state-run firms, has given notice that the public | 


Asian nuclear weapons free zone. 


Page 13 


The arrest of two alleged Chinese 


spies in Washington adds an irritant to | 

Page 
| Malaysia’s Cooperative Central Bank, 
| | paralysed by huge losses, awaits a 


Sino-US ties. 





Page 14 

Soviet-backed ` | government forces 
and Muslim rebel troops fight it out in 
Afghanistan on the propaganda front 
as well as on the battlefield as a new 
round of peace talks approaches. 


Page 16 

The unification of Japan's private- 
sector trade unions may give labour 
unprecedented national influence. 


:e 19 
The revived Philippine Congress re- 
mains the centrepiece of President | 
Aquino's democratic restoration, but 
"some critics say it is beginning to re- 
‘semble its ineffective predecessors. 


s A judicial shake-up comes as tension 
heightens between Malaysia’s courts 
-and the executive. 
Page 28 

Resentment by the Sindhi and Baluch 
_ minorities. against the dominance of 
_ the Punjabis is getting increasingly 
' violent in Pakistan. While opposition 
es continue to be in disarray, 
divisions are likely to play a 
‘ole in the next general election. 











ec the US giant clamps down on 





| 
| Vietnam’s ailing economy, still de- 
| 





clones, are making progress in at- 
tempts to develop their own products 


copying. 
47 


| rescue effort after making provi- 
sions for US$110 million in doubtful 
loans. 


Page 48 


teriorating despite the introduction of 
capitalist-style reforms, is trying to 
lure foreign investment to boost sag- 
ging output. 


Page 49 

European nations, worried by a rapid 

| growth in imports from Asia's newly 

| industrialised countries, are stepping 
up pressure on the NICs to appreciate 

| their currencies. 

| Page 60 

| US shipping lines win the right to own 

| and operate dockside equipment in 

| Taiwan after a protracted battle 
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| The arrest, without charges, of three | Economic Monitor: Philippines 67 

| top executives of the Stock Exchange | Company Results 67. 
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| CAPITAL RULES 
| Hongkong is expected to introduce 

. capital adequacy rules for 

-= Stockbroking firms and other non- 

. bank financial institutions in the wake 
of the October 1987 stockmarket 
crash. One effect of such rules — 
modelled on the Position Risk Capital 
Requirement shortly to appear in 
Britain — would be to weed out some 
.| ofthe weaker firms among the nearly 

. 900 brokers (including sole traders) 
who belong to the Stock Exchange of 
Hongkong. Small firms will not 
necessarily be hit as capital 
requirements will be related to 
turnover, but the practice of brokers 
lending heavily to clients will be 
curbed under the proposal. The 
Hongkong authorities are concerned 
that some brokerages have in effect 
been acting as lenders similar to 
deposit-taking companies through 
their advances to clients. 


HI-TECH HITCH 


Attempts to revise a US-Japan 
scientific cooperation agreement 
came unstuck in Tokyo in early 
January because the Americans 
demanded that the results of 
proposed joint research projects, 
such as on new high-temperature 
ceramic superconductors, should be 
kept secret. Japanese negotiators 
were bemused by the US 
Government’s demands — it was the 
Americans who proposed 

cooperating on such projects in the 
first place. Also, since most of the 
research in which the US is interested 
is done in Japan’s private sector, 
Tokyo cannot offer Americans access 
to it. However, some sort of 
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AFGHANISTAN 
Senior Soviet and US officials held sepa- 


rate talks in Afghanistan and Pakistan onthe | 


Afghan war (4 Jan.). A French journalist 
who entered Afghanistan with Muslim re- 
bels was sentenced by an Afghan court to 10 
| years jail for spying, it was reported (5 
an.). 


AUSTRALIA 
Aborigine Affairs Minister Gerry Hand 


| will boycott all official bicentenary func- 


tions to support protests by the country’s 
Aborigines (4 Jan. ). 


BANGLADESH 

The government annnouced that par- 
liamentary elections will be held on 28 Feb- 
ruary (/ Jan.). 


CHINA 
Fang Lizhi and Liu Binyan, two leading 








mannanna. 








agreement — minus the controversial 
secrecy clause — is expected to be 
signed during Prime Minister Noboru 
Takeshita’s first visit to Washington 
in January. 


TRADING ACCOUNTS 


The Philippines’ Securities and 
Exchange Commission is planning to 


| control trading by stockbrokers on 


their own accounts. If pushed 
through, the proposed rule may 
reduce activity on the stockmarket 
which has expanded steadily since 
1986. A large portion of that volume, 
however, was transacted on the 


| brokers’ own accounts. 


| CRAMPED STATESMAN 
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| Former Japanese 
| prime minister 

| Yasuhiro 
|| Nakasone is 
! | enlarging his office 
7? | inthe Hirakawacho 
|! district of Tokyo to 
accommodate the 
many foreign 
visitors he has been 
receiving since he 

— — — left office in 
October 1987. Close aides of 
Nakasone say that they see him 
less frequently than when he was 
prime minister because of his 
busy schedule of foreign 
appointments. 


FAMILY QUARRELS 


Observers of the 18 January local 
elections in the Philippines are closely 
watching the campaigning in Tarlac, 
in President Corazon Aquino's home 
province of central Luzon. 
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intellectuals who were expelled from the 
communist party last year, were nominated 
to the Chinese People’s Political Consulta- 
tive Conference (29 Dec. ). Two Chinese dip- 
lomats based in Washington were expelled 
on suspicion of spying (30 Dec. ). Portuguese 
Foreign Minister Joao de Deus Pinheiro can- 
celled a planned visit to Peking for an inter- 
change of documents ratifying the agree- 
ment to return Macau to Chinese rule in 
1999, Foreign students marched to the Public 
Security Ministry in Peking to demand jus- 
tice for a Mexican student paralysed after he 
was allegedly pushed off a roof by unknown 
attackers and mistreated by police (4 Jan. ). 


HONGKONG 

The Hongkong Stock Exchange's former 
chairman Ronald Li and two other exchange 
officials were arrested, but not charged, by 
Independent Commission Against orrup- 
tion officers (2 Jan.). 
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Candidates for the dozens of local 
government jobs there are allying 
themselves to one or more of three 
Aquino-family factions: to her 
brother Jose “Peping” Cojuangco; to 
her in-laws, notably Sen. Agapito 
“Butz” Aquino, his sisters and 
cousins; or to her first cousin Eduardc 
"Danding" Cojuangco, now in exile 
in California and accused by Aquino": 
government of being one of former 
president Ferdinand Marcos' biggest 
"cronies." Intra-family squabbling 
has become intense, but the president 
is said to have opted to remain above 
the fray. 


ELIGIBLE AGAIN 

Vietnam, which the IMF had barred 
from new loans for failing to pay 
arrears, has become eligible again. 
Under a newly created IMF 
concessional lending scheme, the 
Enhanced Structural Adjustment 
Facility, Vietnam is now entitled to 
receive SDR 176.8 million (US$250.4 
million). The new loan may give 
Hanoi's credit-rating a much-needed 
boost at a time when it is trying to lure 
Western investors with a new foreign 
investment code. 

FUEL LOAN 

The Manila-based Asian 


Development Bank (ADB) is 
processing a request by Burma for a 


| US$55 million loan to alleviate the 


country's current acute oil shortage. 
The status of the proposed loan is still 
"tentative," pending approval of the 
ADB Board. Burma has sought the 
money to finance the import of crude 
oil, fuels and certain spare parts that 


are urgently needed for oil production. 





PHILIPPINES _ | 

Eleven people died, 720 were injured and 
several rows of houses were destroyed by fire 
in New Year celebrations (37 Dec.). Two 
local election candidates were killed and an 
aide of President Aquino wounded in the 
central Philippines, the military said (2 Jan. ). 


SOUTH KOREA | 

Opposition leader Kim Young Sam filed 
a formal resignation as head of the Reunifi- 
cation Democratic Party to clear the way for 
a vote of confidence (2 Jan.). 


SRI LANKA i 

Police detained 42 suspected Sinhalese 
and Tamil extremists in connection with the 
assassination of the ruling United National 
Party’s chairman (29 Dec.). Tamil guerillas 
raided a village in Trincomalee killing 10 
Sinhalese farmers and wounding nine 
others, military officials said (37 De 
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Libel writ by Lee 

against REVIEW 

Singapore Prime Minister Lee 
Kuan Yew has filed writs 
against the REVIEW, its editor, 
Derek Davies, journalist 
Michael Malik, Review Pub- 
lishing Co. Ltd and Times 
Printers of Singapore, claiming 
damages for alleged libel con- 
tained in an article in the 17 
December 1987 issue of the 
magazine. 

He is seeking legal costs and 
interest on any damages which 
may be awarded at such a rate 
and for such a period as the 
court thinks fit, as well as “such 
further or other orders as to the 
court may seem fit.” In addi- 
tion, the writ asked the Singa- 
pore High Court to issue an in- 
junction restraining the defen- 
dants from “further publishing 
the said or any similar words 
defamatory of the plaintiff.” 

The libel writ follows the 
action on 26 December by 
the Singapore Government in 
limiting the circulation of the 
REVIEW in the country from 
more than 9,000 copies to 500. 
In response, the REVIEW has 
stopped all distribution in 
Singapore. — Michael Malik 


Witness saw soldier 

shoot Benigno Aquino 

A Philippine airport baggage 
handler, Jesse Barcelona, tolda 
Manila court on 4 January that 
he saw a Philippine soldier kill 
President Corazon Aquino’s 
husband, Benigno, on21 August 
1983. The government of form- 
er president Ferdinand Marcos 
had blamed the murder on a 
lone gunman, Rolando Gal- 
man, also killed at the airport 
moments after Aquino was 
shot. Barcelona’s account cor- 
roborates testimony given at 
the first murder trial, which 
ended in a mistrial, by a woman 
passenger on the same aircraft 
as Aquino. — James Clad 


Taiwan publishers plan 
new newspapers 

Following the 1 January lifting 
of a ban on new newspapers as 
part of political liberalisation 
in Taiwan, eight applications 
have been made for new press 
licences. In Taipei, the nation’s 
two largest dailies — the /nde- 
pendence Evening Post and the 
United Daily News — have 
applied for a licence for two na- 
tional dailies targeted, respec- 
tively, for morning and after- 
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noon markets. In the southern 
city of Kaohsiung, applications 
for five new dailies have been 
made by local as well as Taipei 
publishers. An application has 
also been made for a new news- 
agency, called Ta Tao News 
Bulletin. Meanwhile, all major 
dailies have increased their 
size to 24 pages, up from 12, 
the previous limit. 

— Shim Jae Hoon 


Australia set to resume 
relations with Fiji 

Australian Foreign Minister 
Bill Hayden will put to cabinet 
this month a proposal that Can- 
berra shift its system of dip- 
lomatic links to one of recog- 
nising states rather than re- 
gimes, which in most cases 





Hayden: proposal. 


would push aside the question 
of moral approval in opening 
or maintaining contacts with 
foreign governments. 

One consequence would be 
that Australia would resume 
diplomatic relations with the 
new civilian government in Fiji 
installed by military coup 
leader Brig. Sitiveni Rabuka. 
Diplomatic analysts said the 
change in the basis of diploma- 
tic recognition could also give 
more flexibility in ties with 
Cambodia and Afghanistan. 

— Hamish McDonald 


New Japanese PM's 

first US visit 

Japanese Prime Minister No- 
boru Takeshita will meet US 
President Reagan for the first 
time when he visits Washing- 
ton on 13 January. They are ex- 
pected to discuss East-West 
relations, currency, mac- 
roeconomic policy and bilat- 
eral trade problems. A major 
Japanese aim of the visit will be 
to establish personal rapport 
between the two leaders, simi- 
lar to the “Ron-Yasu” relation- 
ship between Reagan and form- 
former prime minister Yasu- 
hiro Nakasone.— Charles Smith 
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Jakarta sets 27.1% 

budget increase 

Indonesia's President Suharto 
has announced a budget for fis- 
cal 1988-89 (beginning on 1 
April) of some Rps 28.9 trillion 
(US$17.5 billion), up 27.196 on 
1987-88. The budget is based 
on an oil price of US$16 a bar- 
rel. Debt servicing will rise 
56.5% to a record US$6.43 bil- 
lion, or 33% of estimated ex- 
ports, mainly due to a stronger 
yen — which increased the 
debt service burden in real 
terms by US$1.5 billion. 

The non-oil sector is expect- 
ed to account for 58% of export 
revenues. The current-account 
deficit is forecast to fall from 
US$1.68 billion this year to 
US$654 million — the lowest in 
nearly a decade. Development 
spending will rise 14.7%, but 
will depend heavily on aid. 

— Michael Vatikiotis 


THAI told to review 
aircraft purchase 
The Thai Communications 
Ministry has ordered Thai In- 
ternational Airlines (THAI) to 
suspend and review its prelimi- 
nary commitments to purchase 
four McDonnell-Douglas MD- 
11 jets from 1990, a key part of 
the carrier's heady expansion 
plans announced in January 
1987, according to reports. The 
ministry expressed concern 
over the effect of the expansion 
on THATs debts. The airline, 
meanwhile, has reported a 
46.5% leap in pre-tax profits — 
to Baht 2.19 billion (US$87.3 
million) — for the year to 30 
September. Passenger traffic 
rose 17%, while seat capa- 
city was up 7%. 

— Paul Handley 


Trafalgar sells site 

of failed Macau plan 
Gordon Wu's Hopewell Hold- 
ings and Stanley — Ho's 
Sociedade de Turismo e Diver- 
soes de Macau are jointly 
to develop a residential, 
commercial and tourist com- 
plex in Macau over an eight- 
year period. The firms bought 
the lease, which runs until the 
year 2005, on a 177,755-m? site 


CORRECTION 
A letter that appeared in the 


10 Dec. issue was written by 
Wolfgang Franke, not William 
Franke as stated. 





in Taipa island for HK$177 mil- 
lion (US$22.7 million) cash. Of 
this, HK$17 million was paid 
to Trafalgar Housing and 
HK$160 million to Trafalgar 
subsidiary, SII. A HK$23 mil- 
lion land premium is payable to 
the Macau Government. The 
site was to have been de- 
veloped into the Taipa City 
project, a long-stalled plan 
which was to have offered Por- 
tuguese residency permits to 
buyers of flats. The plan ran 
into difficulties with both 
Hongkong and Portugal. 

— Christopher Marchand 


Taiwan brokers face 


charges on loans 
Four officials of a major 
Taiwan stock brokerage were 
arrested on 31 December for 
involvement in illegal margin 
loans which led to the default 
of a big-time stock speculator. 
Yeh Hui, the chairman of Ta 
Hsin Securities Co., and three 
brokers were charged in Taipei 
district court with violating the 
securities law. They were ar- 
rested following the default of 
Ta Hsin’s client, Lei Po-lung, 
on a NT$750 million (US$26.3 
million) cheque in payment for 
about NT$1.2 billion worth of 
stock. The default forced the 
temporary closing of Ta Hsin 
and pushed share prices down. 
— Jonathan Moore 


Founder of Bangkok 

Bank dies at 77 

Chin Sophonpanich, founder 
and builder of Bangkok Bank, 
Thailand’s largest commercial 
bank, died at the age of 77 ina 
Bangkok hospital after a long 
illness. Chin built the bank, 
until recently the largest in 
Southeast Asia, on a strong, 
personally developed network 
of customers which included 
the region’s best known busi- 
nessmen. He retired in 1984: 
son Chatri, as president of the 
bank, maintains family con- 
trol. — Paul Handley 


Philippines imposes 

new value-added tax 

The Philippines has imposed a 
10% uniform value-added tax 
(VAT) on goods and services, 
replacing a four-tiered tax 
structure. The new VAT, ef- 
fective on 1 January, applies to 
all levels of production and dis- 
tribution. The old sales tax 
applies only to “original sell- 
ers" — which meant only pro- 
ducers or importers. Rice and 


maize, among other com- 
modities, are exempt. 

— A Correspondent 
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Nuclear-free proposal likely to split allies 





By Michael Vatikiotis in Jakarta 


ps President Suharto's call to 
step up efforts to establish a nuclear 
weapons free zone (NWFZ.) in the re- 
gion, made at the Manila Asean summit 
meeting in December, has highlighted 
Indonesia's difficult position as the 
leading Asean member of the non- 
aligned movement, and may have sown 
the seeds of discord both within the or- 
ganisation and with other allies. 

Shortly after returning from the 
Manila summit, Indonesian Foreign 
Minister Mochtar  Kusumaatmad]ja 
told the press that Asean had agreed to 
work towards what he called “an instru- 
ment” for the creation of an NWFZ in 
Southeast Asia. Furthermore, he called 
this a “significant paragraph” in 
the Manila Declaration. 

The paragragh — the fifth — 
states that “Asean shall inten- 
sify its efforts towards the early 
establishment of a Southeast 
Asian NWFZ, including the 
continuation of the considera- 
tion of all aspects relating 
to the establishment of the 
zone and of an appropriate 
instrument to establish the 
zone." ! 

As currently defined, the 
zone would prohibit the owner- 
ship, deployment or manufac- 
ture of nuclear weapons by sig- 
natory nations, but would allow 
ships carrying nuclear weapons 
passage through territorial wat- 
ers. A draft treaty to establish 
the zone is “in circulation," but 
Asean officials are said to be far 
from agreed on the details. Ac- 
cording to Mochtar, inspiration 
for the NWFZ came from the South 
Pacific nuclear-free zone set up in 1985, 
though in September 1984 the then 
Malaysian foreign minister, Tunku 
Ahmad Rithaudeen, spoke of a nuclear- 
free zone as “one of the attributes or 
prerequisites of a Zone of Peace, Free- 
dom and Neutrality in Southeast Asia 
[Zopfan ." 

Ignoring for the moment the argu- 
ment that Asean summit declarations 
are supposed to mean all things to all 
men, diplomats say it stretches the ima- 
gination a little to regard paragraph five 
in the Manila Declaration as "signifi- 
cant." But clearly Indonesia thinks it is. 
Suharto, in his address to the summit on 
14 December, said the zone would be an 
"important contribution to peace and 
security in the region." The emphasis of 
his speech flew in the face of the de- 
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Wolfowitz and Mochtar: taking lead from INF treaty. 


clared economic focus of the summit. 

While cynics have attributed In- 
donesia's promotion of the zone to 
cover its foot-dragging over the impor- 
tance of economic cooperation, a more 
reasonable supposition is that the 
Foreign Ministry was deliberately push- 
ing the idea. Emboldened by the sign- 
ing of the intermediate-range nuclear 
forces (INF) treaty in Washington 
about a week before the Asean summit, 
both Suharto and Mochtar have spoken 
of the zone as a logical extension in the 
Asian region of superpower rapproche- 
ment. 

Mochtar said that in indicating a pre- 
ference for a future nuclear-free zone, 





the Asean states acknowledged “the 
changing global situation heralded by 
the signing of the INF treaty." 

Washington, however, sees the idea 
of the zone differently. The day the 
summit ended, a US State Department 
spokeswoman in Washington said: “In 
our view of our worldwide and regional 
security responsibilities we believe a 
nuclear weapons free zone in Southeast 
Asia would tend to undermine the po- 
licy of deterrence which has served us all 
well." 

An NWFZ in Southeast Asia would 
pose a number of tactical problems for 
the US, with concern focusing on 
the military bases in the Philippines. 
US Ambassador to Indonesia Paul 
Wolfowitz considers the issue is not 
whether the bases have a nuclear capa- 
city. “The purpose of the bases,” he told 





FRANK KOLLER 


Zone of discord 


the REVIEW, "is to support conven- 
tional forces." Wolfowitz said the anti- 
nuclear clauses in the Philippines con- 
stitution “will hopefully prove to be 
something we can live with." 

More worrying for Washington, 
however, is the way in which the NWFZ 
might fuel opposition to the US military 
bases within the Philippines. Talks be- 
tween Manila and Washington begin 
this year to renew the 25-year treaty 
governing the bases which expires in 
1991. With the status of the bases unre- 
solved, said Wolfowitz, “the timing of 
all this is particularly bad." 

Mochtar feels the US is confusing 
two entirely different issues. “The 
NWFZ does not necessarily op- 
pose the presence of military 
bases in the region," Mochtar 
told the REVIEW. Ideally, he 
said, Indonesia would like to 
see no foreign military bases in 
the region, but he said: “This 
has been shot to pieces by the 
Soviet presence in Danang and 
Cam Ranh Bay." In other 
words, Indonesia adheres to the 
Asean position that the Zopfan 
concept is on hold until the 
Cambodian conflict is resolved. 


B Indonesia's position is 
ambiguous. On one hand, 
Indonesia — unlike Thailand — 
does not perceive that it faces 
any external threat and feels it 
can afford a genuinely neu- 
tralist stance. On the other 
hand, there are those in the In- 
donesian establishment who for 
strategic reasons, do not wish to 
see the US security presence jeopar- 
dised. Diplomatic sources say this dif- 
ference of opinion roughly translates 
into those who feel they have nothing to 
lose by adopting genuinely neutralist 
postures, and those who see such pos- 
tures as “political pipe-dreams” which 
do not affect fundamental strategic 
realities. 

Ambassador Wolfowitz’s remarks in 
Singapore at the end of November 
suggesting that the US presence should 
not be taken for granted (REVIEW, 26 
Nov. '87), may have sounded like a 
hollow threat, but the issue has divided 
Asean leaders. Speaking to journalists 
at the Manila summit, Prime Minister 
Lee Kuan Yew of Singapore warned 
that an NWFZ could mean that US 
forces would no longer come to 
the region. ^Do we want them ex- 
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luded tom the region?” he said. 

. Clearly, the NWFZ concept and the 
issue. of military bases have become 
N :dded to one another. Mochtar argues 
. Obscures the objective of the 
NWFZ. He said the idea of the zone is 
to ensure that Southeast Asia will never 
be a nuclear theatre. “The NWFZ 
strives for the de-nuclearisation rather 
than the de-militarisation of the re- 
zion,” he said. 

Conflict over the zone concept 
would seem to arise from confusion be- 
tween Indonesia's attempts to contri- 
sute to the process of global disarma- 
ment and perhaps score points with- 
in the non-aligned movement, and US 
nervousness about feeling unwanted in 
Southeast Asia. In the process, this has 
served to polarise opinion within Asean 
and highlight Indonesia’s potential way- 
wardness within the organisation. 


» Nayan Chanda writes from Washing- 
ton: Although not thrilled by the Asean 
statement that the regional grouping 
has agreed to “intensify” its effort to es- 
tablish NWFZ, the US does not appear 
to be particularly upset either. 

It may not be in Washington’s in- 
terests to pick a public fight with Asean, 
but the main reason for a relaxed reac- 
tion seems to be a belief that the zone 
proposal is impractical. “Nobody feels 
that the Southeast Asian NWFZ has any 
chance, at leastin the near future," a US 
official told the REVIEW. An important 
reason why the idea is seen as unlikely 
to catch on is that Asean member states 
do not have the necessary unity in 
strategic thinking — nor a shared com- 
mon history — to push the proposal 
through. 

One US administration official de- 
scribed the Asean communique on 
NWFZ as "a fairly pro-forma state- 
ment," and added: “I won't say we are 
comfortable with the formulation but 
n are nòt all that uncomfortable with 

” He also played down the possible 
a on US bases in the Philippines. 

While noting the existence of an anti- 
nuclear trend in the Philippines, the of- 
ficial said he did not see the Asean state- 
ment aggravating relations. “Filipinos 
have not seriously focused on that issue 
and they are certainly not as enthusias- 
tic as Jakarta or some elements in Kuala 
Lumpur [about NWFZ],” he said. 

Some US officials even doubt In- 
donesia’s own seriousness. One official 
here said that the zone concept was the 
idea of Indonesian Foreign Minister 
Mochtar Kusumaatmadja and that 
President Suharto has gone along with it 
because it symbolised a long-term goal. 

However, the official said the 
NWFZ remains vague in a sense similar 
to the Malaysian-initiated and Indone- 
Sian-supported concept of Zopfan. 
“When it comes to implementing the 
Asean statement on NWFZ, he pre- 
dicted, Indonesia will "suck its thumb 
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FOREIGN RELATIONS 


By Nayan Chanda in Washington 


ust nine years after China and the 
US announced the establishment of 
diplomatic relations and beginning of a 
strategic partnership, their ties have suf- 
fered a symbolic blow. For the first time 
since 1979 the US Government has asked 
Peking to recall two of its diplomats for 
engaging in spying. Only one other 
known act of Chinese espionage has 
come to light: the 1985 arrest of Larry 
Wu-Tai Chin, a US citizen of Chinese 
origin and a CIA translator (REVIEW, 
Dec. *85). Chin later committed suicide. 
The latest incident was in addition to 
a series of irritants that have recently 
troubled Sino- American relations, from 
US sympathy for the uprising in Tibet to 
the Chinese sale of Silkworm missiles to 
Iran (REVIEW, 5 Nov. '87). While both 
Peking and the US State Department 
would like to limit the damage, analysts 
say the incidents may provide ammuni- 
tion to conservatives in the Reagan ad- 
ministration who would like to slow the 
improvement of the relationship. 
Although Peking lodged a strong 
protest against what it called “a frame- 
up" against its diplomats and said it "re- 
served the right to make further reac- 
tion," so far it has not taken any steps. 


Independent analysts said Peking may | 


choose not to pick a fight with Washing- 
ton in an election year. 

A nearly year-long investigation by 
the FBI culminated on 21 December in 
the arrest of two Chinese diplomats for 
trying to obtain US Government secrets. 
According to the ultra-conservative 
newspaper, the Washington Times, 
which broke the story, at least one of 
the diplomats was arrested in a popular 
Chinese restaurant in Washington. 

In what appears to have been a 
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Breaking diplomatic cover 


Arrest of two alleged Chinese spies clouds Sino-US ties x 3 
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copybook sting operatio E: 
the diplomat was grabbed by th ‘agency 
as he received supposedly classified Na- 
tional Security Agency documents from 
an undercover agent posing as a US 
Government official. It is unclear whe- 
ther the other Chinese. diplomat. was 
present in the restaurant. After the 
news broke US officials identified the 
two as an assistant military attaché of 
the Chinese Embassy, Hou Desheng, 
and the Chinese Consul in. € hicago 
Zhang Weichu. 

No charges were filed. against them 
because both had diplomatic immun- 
ity. A State Department spokeswoman 
said the two were not declared persona 
non grata because the Chinese Embassy 
cooperated with US requests that they 
be sent home. 

Whether China retaliates or not, the 
State Department has made it clear that 
it does not want the affair to affect the 


| bilateral relationship. Although in re- 


cent years the prospect of a strategic 
alliance, prophesied in the early 1980s, 
has faded, broad-based Sino-American 
cooperation is still valued as playing an 
important role in balancing Moscow's 
growing profile in the Pacific. 

US foreign policymakers are anxious 
not to antagonise China and thus offer 
Moscow a free gift. It isout of such con- 
cern that the State Department wanted 
to keep a lid on the affair. Had it not 
been for a leak to the Washington 
Times, sources said, the diplomats 
would have gone home unnoticed. 

Some analysts see the incident as in- 
dicative of contradictory pulls develop- 
ing within the administration as it ap- 
proaches the end of its term. 

One China specialist associated with 



















private business said that two recent 
leaks to newspapers which have high- 
lighted strains in the relationship — the 
US decision to postpone further 
liberalisation of technology sales to 
China because of Peking's sales of 
Silkworm missiles to Iran and the latest 


expulsion of the Chinese diplomats — | 


have both originated from conservative 
quarters within the government. 

Analysts point out that the conserva- 
tives have been expressing their con- 
cerns through the Washington Times. 
The newspaper reported in February 
1987 on a bureaucratic battle in which 
security officials failed to prevent the 
State Department from granting China 
the right to open a consulate in Los 
Angeles. FBI, CIA and Defence De- 
partment officials reportedly opposed 
the consulate on the grounds that it 
would enable “hostile intelligence ac- 
tivities" to be carried out in an area 
where the nation's top defence contrac- 
tors are located. 

And in October the Washington 
Times quoted senior administration of- 
ficials on China's massive intelligence 
gathering efforts in the US. “The 
Chinese are robbing us blind and 
they're very skilful because they've 
been in the espionage business a long 
time," an official told the newspaper. 


» Robert Delfs writes from Peking: 
While a Chinese Foreign Ministry 
spokesman protested the US action 
there were no initial signs of a retalia- 
tory expulsion of US diplomats from 
China. 

However, the incident is yet another 
irritant in Sino-US relations, which 
Huan Xiang, vice-chairman of the Na- 
tional People's Congress foreign affairs 
committee, warned in early December 
might slide backwards or even become 
unstable in the future. 

In aspeech in the US, Huan cited the 
persistence of the Taiwan problem, at- 
tacks on China's family planning pro- 
gramme by US groups and support for 
Tibetan independence, as "rude inter- 
ference" in China’ s internal affairs and 

"savage bullying." 


Huan's speech may have been in- | 


tended as a warning to US presidential 


candidates not to abuse China during | 


the upcoming campaign, according to 
some analysts. China's response to the 
US expulsions is likely to be moderate, 
in part because relations with Japan 
have also been recently troubled. 
Chinese spokesmen insist that the 
problems with the US and Japan are not 
of China's making. Serious deteriora- 
tion of relations with the two countries 
at a time when the Soviets appear ready 


to withdraw from Afghanistan and will- | 
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ing to make concessions on Sino-Soviet | 


border issues may give the impression | 


that China is readjusting its position to 
tilt towards Moscow. And that, analysts 
say, is something that Peking definitely 
does not want. Hi 
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. been presented as an East-West conflict, and the mood 


AFGHANISTAN 








Soviet and mujahideen forogs. fight public relations battle 








By Husain Haqqani in Islamabad. 


|" fierce fighting unprecedented for winter in Si 
ghanistan, Soviet-backed government troop 

trying to maximise their advantage in prepa 
month. The success or failure of — 1f 
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The Soviets claim oe hav nflicted 
and have alleged direct US adv sers’ direct 
some battle areas. The mujahideen h: ive poi 
to gain major military advantage despite 
The most severe engagement has involved 
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from Pakistan, where Soviet-backed forces mounte 
December. Although the Soviets have claimed | ri 
deen spokesmen have repeatedly denied that 
Eyewitness accounts suggest that the So ets 
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by the guerillas since the beginning of the. eight 
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future diplomatic moves... P 
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lishing permanent military posts a longi its length. 
The Soviets' limited success in the Pakti ; 
deploying large numbers of troops, backed | 
such a massive mobilisation of troops and qu 
sible, to sustain on a year-round basis. > 
The Soviet media gave unusual atten’ 
it as an achievement of the Kabul : regime S50 
firm the view that Moscow sees military activit 
aganda terms, regardless of gains on the groune 
Apart from claiming heavy mujahide 
leged the presence of some 50 US military 
in an attempt to portray the desperate s 
tion, originally carried by the Soviet n 
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Western agencies, was promptly denied y th 
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The purpose of the Soviet claim s was te 
regarding the Islamic credentials of the | 
ment of recent Soviet strategy has been t e popular Pa 
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are based in Peshawar. Purse 
Pakistanis have generally become uneasy whenever thé 
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When your goals are European, what's more logical tha 
consulting a bank that helped create the ECU, that's exploi i 
new frontiers with the funding of Eurotunne and that's a maj 


partner in industrial and commercial development in eve 
member state? 


Talk to Credit Lyonnais. And get a positive response. 





JAPAN 


More muscle to flex 





Unified labour may now seek more than just higher wages 


By Charles Smith in Tokyo 


Tq unification of Japan's private- 
sector trade unions in November 
under a single umbrella organisation, 
the National Federation of Private Sec- 
tor Unions, or Rengo, has raised the 
possibility that the large, but hitherto 
hopelessly disorganised, labour move- 
ment may at last start to exercise some 
national influence. 

Unlike its predecessor organisa- 
tions, which confined themselves to 
mounting increasingly sterile annual 
wage campaigns, Rengo seems deter- 
mined to act as a wide-ranging policy 
pressure group, demanding action from 
the government on issues such as taxa- 
tion and land reform. 

But the ruling Liberal Democratic 
Party (LDP) may not be the only institu- 
tion on which Rengo's muscle is brought 
to bear during the next few months. 


United Social Democratic Party whict. 
holds four parliamentary seats anc 
which has tried to act as a marriage 
broker between other oppositior 
groups, said in an interview that the for- 
mation of Rengo was a “history-making 
event," comparable to the IKE 
bachov summit in its potential for open- 
ing the door to a new era — though ad- 
mittedly only within the far more lim- 
ited world of Japanese opposition 
politics. 

Eda, whose father was a prominent 
right-of-centre socialist leader in the 
1960s, believes that the financial muscle 
of aunited labour movement, combined 
with the voting power of some of the 
bigger unions, could be used to engineer 
an eventual merger between the Japan 
Socialist Party (JSP) and its bitter rival, 
the Democratic Socialist Party (DSP). 
The DSP split off from the main socialist 
grouping in the early 1960s over 
whether to approve the strengthening of 
Japan's defence ties with the US. 

A JSP-DSP reconciliation is unlikely 
until the JSP consents to revise its policy 
platform so as to recognise the US- 
Japan security agreement and accept 
Japan's right to maintain limited de- 


Another aim of the new labour group, 
or at least of a handful of its top leaders, 
is to engineer the unification of the four 
non-communist parties facing the LDP 
on the opposition side of parliament. 

Rengo leaders such as Akira 
Yamagishi, chairman of Zendentsu, a 
rightwing union representing 300,000 
employees of Nippon Telegraph and 
Telephone Corp., see the creation 
of a single non-communist opposi- 
tion front as one of the most important 
long-term benefits to be gained from 
unifying the labour movement. How- 
ever, Yamagishi expresses impatience 
with the “status-quo” attitudes of op- 
position leaders, who he says seem wed- 
ded to the old system under which diffe- 
rent branches of the fragmented labour 
movement supported equally frag- 
mented political groups. 
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Doi: public-relations figure. 
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Unification is not something that can 
happen overnight, or even from one 
year to another, given the ideological 
rifts that have traditionally divided the 
major opposition parties, a labour 
leader told the REVIEW. But it would 
seem logical for developments on the 
labour front to be followed by similar 
moves in politics even if, as one source 
suggested, Japanese politicians are at 
least 20 years behind labour leaders in 
their ability and inclination to get their 
act together. 

Within the opposition parties them- 
selves, attitudes towards unification 
range from optimism and enthusiasm — 
in two out of the four — to official indif- 
ference. Satsuki Eda, leader of the tiny 
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fence forces of its own, Eda admits. But 
these changes are apparently on the way 
— despite what appears to be a deter- 
mined rear-guard action by the party’s 
leftwing. 

A key test for the JSP’s ability to 
adapt will be the debate on basic policy 
issues, due to be staged at the party’s na- 
tional convention in February. Then, 
party reformists, who dominate the par- 
liamentary JSP, will clash with rep- 
resentatives of the leftists, who still 
form a majority in the party’s branch 
network. 

The February convention may not 
actually overturn existing party posi- 
tions on defence or on the related issue 
of peaceful nuclear power, which the 
JSP also refuses to countenance, a 
senior JSP leader said. But a motion to 
change the basis of party membership so 





An ideological dilemma 


JSP is split on compromising its platform 


O ne of the problems dogging the ill-fated Japan Socialist 
Party (JSP) is the perception gap between top leaders, 
who are ready to bend some of their beliefs in order to be able 
to work more closely with other opposition groups, and the 
rank-and-file leadership, which feels that the party would be 
nothing without its traditional anti-war, anti-nuclear and 
anti-South Korea policy stances. 

Susumu Nishikawa, an accountant who runs the National 
Association for Studying the Reconstruction of the Japan 
Socialist Party, or Tokenkyo, out of a small and shabby office 
in a working-class district in northern Tokyo, said the party’s 
rank-and-file members are not leftists, but simply 
people who believe that the party should decide what 
it thinks first and then study ways of cooperating with 


others — not tailor ideas to please prospective allies. 
Nishikawa thinks the JSP will sacrifice its raison d’être 
and perhaps even cease to exist if it loses hold of the no- 
tion that Japan’s security should be based on the idea of un- 
armed neutrality — instead of on the Japan-US Security 
Agreement, which is supported by the Liberal Democratic 
Party. He declines to estimate how many of the JSP’s 80,000 
paid-up members agree with him, but a Tokenkyo pamphlet 
entitled Will the JSP Disappear?, in which the fundamen- 
talist case is argued, has already sold 37,000 copies since its 
publication in October 1987 and earned enough money to 
pay for the organisation to start recruiting a regular staff. 
Nishikawa’s next ambition is to organise a series of meet- 
ings timed to coincide with February’s JSP national conven- 
tion, at which the party faithful will get a chance to denounce 
“rightwing deviationists” who threaten to “lead the JSP 
away from its origins.” Such meetings will help to compen- 
sate for the fact that the 200 delegates at the official JSP con- 
vention will be drawn from existing and aspiring parliamen- 
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as to dilute the hard-line leftist element 
could easily get past the conven- 
tion. 

On a fourth major issue, JSP non- 
recognition of South Korea, progress is 
possible because the generally accepted 
election of ruling Democratic Justice 
Party leader Roh Tae Woo as South 
Korea’s next president means the JSP 
“may be able to decide” that the new 
Seoul regime was democratically 
elected, not the result of a military 


perd 

e JSP's leader, Takako Doi, is be- 
lieved to be anxious to settle the South 
Korean issue quickly, though some out- 
side observers doubt the extent of influ- 
ence she actually exerts over the party 
rank and file. A problem about the 
charismatic Doi, more than one source 
said, is that she is more of a public-rela- 
tions figure than a real party leader. 
Yamagashi, who is not known for his 
tact when discussing opposition leaders, 
compares her to a pimento — shiny and 
attractive on the outside, but basically 











Out in the cold: page 18 
Labour unity: page 18 


modify long-held policies and concern 
about his own party's chances of success 
if it continues to soldier on as a separate 
entity. 

The Kasuga-Tanabe meeting, which 
took place in June at the instigation of 
Eda and his colleagues, was followed by 
a series of meetings between middle- 
ranking JSP and DSP parliamentarians 
who clubbed together to start an infor- 
mal inter-party group known as Yuin- 
kai, or “friend-pulling society." These 
could lead to a series of local agree- 
ments on electoral cooperation at the 
double election — to both the upper and 
lower houses of parliament — that is ex- 
pected in the summer of 1989, even if at 
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| a national level the two parties remain 
| atarms length. 


In contrast with the caution dis- 


| played by top DSP leaders, Japan's 


third major non-communist opposition 
party, the Buddhist-oriented Komeito, 
or clean-government party, seems to 
have gone overboard for the idea of a 
coalition between non-communist op- 
position parties. At a party convention 
in early December, Komeito chairman 
Junya Yano described the 1989 election 
as a crucial test for the opposition be- 
cause it will determine iiis the LDP 
can hold the massive gains made in the 
1986 double election, when the ruling 
party won 304 out of 512 seats in the 
lower house. 

In order to prepare the way for coali- 
tion, Yano called on the JSP to start 
“modifying” some of its more indigesti- 
ble policies, but at the same time hinted 
that coalition talks could go ahead with- 
out a solution of basic policy differ- 
ences. As a practical strategy for the 


hollow. 
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ES: optimism about the scope for 
compromise between the JSP and 





DSP is not shared by senior DSP lead- reati 
ers, who seem both pessimistic about eris 


the likelihood of any change of heart 
within the JSP and reluctant to go even a 
quarter of the way to meet the larger 
socialist party on doctrinal issues. DSP 
secretary-general Keigo Ouchi told the 
REVIEW recently that the ideological 
rifts that have existed between the DSP 
and the JSP since 1960 are as deep as 
ever and cannot possibly be healed at a 
single convention of either party. 
However, party insiders suggest that 
even the DSP may be less monolithic 
than its public statements have 
suggested. At a recent secret meeting 
with former JSP secretary-general 
Makoto Tanabe, one of the founding 
fathers of the DSP, Ikko Kasuga, is re- 
ported to have expressed “apprecia- 
tion” of recent efforts by the JSP to 


TOITSU ROSOKON 


Private sector, 
mainly small industry 
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—— Unofficial support 
Note: Private sector members of SOHYO enjoy dual membership 
in RENGO. 


1989 poll, Yano suggested a joint op- 
position list for the “national consti- 
tuency” of the upper house, where vot- 
ing is on the proportional representa- 
tion rather than the first-past-the-post 
system. 

A joint list could win a couple of 
extra candidates for the opposition 
block and might even enable it to edge 
out.the LDP as the largest group in the 
upper house (something that appears 
totally impossible in the lower house), 
Yano argued. In order to sweeten the 
pill, Yano offered to “give” one 
Komeito seat to the DSP as a re- 
ward for acceptance of his single-list 
idea. 

Cynics in the JSP and the DSP — 
who roundly reject Yano’s single-list 
proposal — suggest that the Komeito’s 
“public-spirited” approach to collab- 
oration is nothing more than a selfish at- 
tempt to gain a tactical advantage over 
other parties. By having its candidates 
contend the upper-house elections as 
part of a single list, the Komeito would 
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tarians who have a vested interest in doing deals with other 


por s. 

Nishikawa's view, the most dangerous proposal before 
the February convention is a plan to create a new category of 
*contract members" in the JSP who would be eligible to vote 
on policy changes at future party conventions after pay- 
ing a Y6,000 (US$48) per year subscription and who could 
swamp the party's regular membership — made up of com- 
mitted socialists who have promised to contribute 1% of their 
incomes to party funds. 

The contract-member proposal means that a wealthy or- 
ganisation such as the large rightwing union Zendentsu, 
which is suspected of trying to interfere in JSP internal af- 
fairs, could buy a majority of the JSP membership for as little 
as ¥500 million — the cost of taking out 83, contract 
memberships. 

Nishikawa says the contract-member proposal is popular 
with the JSP's national headquarters which stands to earn 
money from it, but unpopular with both the prefectural JSP 


headquarters and the party branches located in city and 
country districts, which would become dependent on the na- 
tional headquarters for financing. He sees the underpaid and 
overworked staff of the JSP branch network as being the real 
core of the party — though labour-union funds are important 
as well. Such people could be permanently demoralised and 
disillusioned by a shift in the balance of intra-party power fo 
the national headquarters, Nishikawa says. 

At the JSP headquarters in Nagatacho, in the centre of 
Tokyo's political district, officials told the REVIEW that they 
had never heard of Tokenkyo. Nishikawa, however, claims 
that he and other Tokenkyo organisers met JSP chairman 
Takako Doi in August 1987 shortly after their organisation was 
founded. The catch would appear to be that Doi agreed to 
meet Nishikawa and his friends only as *individuals," not in 
their capacity as Tokenkyo members. Any attempt to build a 
direct dialogue between the senior party hierarchy and such 
militant grassroots organisations as Tokenkyo is apparently 
being systematically evaded. — Charles Smith 
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become eligible for the labour-union 
support which eluded it during its years 
as the “political arm” of Soka Gakkai, 
one of the wealthiest and most aggres- 
sive Buddhist sects in Japan. 

The combination of labour-union 
and Soka Gakkai support could give 
Komeito a formidable edge over its ri- 
vals but would be ideologically odd, 
some analysts suggest. Despite these 
doubts. Komeito’s enthusiasm for a 
common front does appear to have 
struck sympathetic chords in the JSP. 
JSP leaders were particularly apprecia- 
tive when the Komeito, unike the DSP, 
undertook to vote for Doi, instead of its 
own leader, during a special lower- 
house session in late November when a 
vote was held to choose a successor to 
former prime minister Yasuhiro 


Nakasone. 

A point on which all four of the non- 
communist opposition groups seem to 
agree is that, with or without agree- 
ment on basic policies, the four parties 
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Yano: basic policy differences. 
can and should work together from now 
on to tackle the LDP over popular is- 
sues such as tax reform. The spectacular 
success in early 1987 ofthe Joint Opposi- 
tion Front Against the Sales Tax in de- 
feating an LDP proposal to introduce a 
5% value-added tax on the European 
model, evidently convinced opposition 
parties of the power they can wield even 
against a numerically superior govern- 
ment party if they work together in par- 
liament. 

Conversely, all four parties seem 
aware of the danger that if they fail to 
work together, the labour movement 
might simply negotiate directly with the 
LDP. The need to remain part of 
Japan's political process as other groups 
in society become better organised may 
explain why opposition leaders seem to 
be sincere in forgetting outdated 
ideological disputes and forming them- 
selves into an effective instrument for 
gaining and wielding power. 
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Out in the cold 


Communists are barred from labour grouping's membership 


ne effect of the establishment of 

Rengo as a new national centre for 
private-sector labour unions is that the 
communists have been left out in the 
cold. Industry unions which join Rengo 
can back any or all of the four non-com- 
munist opposition parties under the or- 
ganisation's rules but are banned from 


dealing with the Japan Communist 
Party (JCP). i ee 
Yet JCP leaders like Yoshinori 


Yoshioka, a former editor-in-chief of 
the party newspaper Akahata, who is 
now one of the parliamentary party's 
leading foreign-affairs experts, say they 
may actually benefit from being 
excluded. 

Rengo's 5.5 million membership 
looks impressive, Yoshioka concedes, 
but the organisation has been formed at 
the wrong time. This is because 
the economic difficulties sur- 
rounding Japan will make it 
impossible for business and 
the Liberal Democratic Party 
(LDP), which have publicly 


At Yamagishi, vice-chair- 
man of the private-sector 
union umbrella group, Rengo, 
and president of a Nippon 
Telegraph and Telephone 
(NTT) workers' union, Zen- 
dentsu, is a keen advocate of 
using union power to cement 
fragmented opposition parties. 
But even he loses patience with 
the inability of the two socialist 
parties to compromise. 

"I and my colleagues sometimes feel 
we máy be wasting our energies trying 
to revive the JSP," Yamagishi told the 
REVIEW in a recent interview. *Maybe 
we would be better off starting our own 
new party if we really want to get pro- 
perly involved in politics." 

Starting a new party is no idle dream 
as far as Rengo is concerned, though, to 
begin with, care would be taken not to 
compete with the existing socialist par- 
ties. What Yamagishi has in mind is to 
put up candidates, who need not neces- 
sarily be union members, to challenge 
the ruling Liberal Democratic Party 
(LDP) at the 1989 upper and lower 
house elections in constituencies where 
only the LDP is represented. 

The candidates would probably run 
as independents but with the backing of 
Rengo money and organisation. Once 
elected, they might form themselves 
into a Rengo Club. “If there are enough 
of us, we should be able to exercise con- 





supported Rengo's formation, to re- 
ward member unions with substantial 
wage increases. A series of low wage 
awards will disappoint unions which 
joined Rengo with hopes of improving 
their bargaining power. 

Meanwhile, forces are gathering in 
the labour movement and elsewhere to 
challenge the claims of Rengo's right- 
wing leadership to represent the labour 
movement, Yoshioka said. 

He sees the main threat to Rengo as 
coming from non-communist, public- 
sector leftist unions which traditionally 
formed the mainstream group within 
the General Council of Trade Unions, 
or Sohyo, the largest of the four older 
national-union centres that existed be- 
fore Rengo. When Sohyo is finally dis- 
solved in three years' time to make way 
for a general consolidation of the union 
movement under the Rengo umbrella, 
the JCP thinks these leftist unions will 
decline to join. 

Instead they may link up with the 
pro-JCP United Labour Union Council, 


Labour unity and politics 


Union power seen as cementing fragmented parties 


siderable influence in the debate over 
unifying the opposition," Yamagishi 
said. 

Short of getting directly involved in 
politics, Yamagishi sees two ways in 
which the formation of Rengo has made 
it easier for union leaders to influence 
what goes on within the fragmented op- 
position of parliament. Unlike Domei 
and Sohyo, two older national union 
centres which are now under the Rengo 
umbrella, Rengo is not exclusively 
committed to either the Democratic 
Socialist Party or the JSP and is thus free 
to talk to both as well as to Komeito, the 
Buddhist-oriented, clean-government 
party. 

A. second point is that unions like 
Zendentsu can channel funds directly to 
political parties under the new system 
instead of being obliged to work 
through a national centre. 

Zendentsu is using its new-found 
freedom to build close links with the 
United Social Democratic Party 
(USDP), the left-of-centre mini-party 
whose leader, Satsuki Eda, is one of the 
keenest advocates of opposition unifica- 
tion. Yamagishi says he has been discuss- 
ing ways of building a “pipeline” from 
Zendentsu to USDP. That will not pre- 
vent him from using Zendentsu’s mus- 
cle to help the rightwing of the JSP wrest 
control from the hardliners who have 
been blocking moves to modernise the 
party’s position on issues such as de- 
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ər Toitsu Rosokon, a group which 
claims a membership of 2.2 million 
workers mostly from small-scale indus- 
try. If non-communist leftist unions set 
up their own national centre indepen- 
dent of both Rengo and Toitsu Roso- 
kon, the JCP will do its best to build an 
alliance with it to fight “decadent” right- 
wing labour leaders. 


p politics, also, the JCP may look iso- 
lated but in fact is benefiting from the 
disorder caused by changes on the 
labour front, Yoshioka claims. The dis- 
solution of the old system under which 
Domei — one of three large private-sec- 
tor labour groupings which now com- 
prise Rengo — automatically supported 
the Democratic Socialist Party and 
Sohyo automatically backed the Japan 
Socialist Party (JSP) has both parties 
seriously worried about their future. 
Conversely, Komeito, the Buddhist- 
supported *clean government" party, is 
seen by Yoshioka as trying to grab a 
share of the trade-union funds that for- 
merly went to the socialists. 

The JSP's need to cement its rela- 
tions with the rightwing labour leaders 
who dominate Rengo may force it to re- 
think its position on basic issues such a 


defence and nuclear power, but public 
wavering on these issues is extremely 
dangerous to the party's image and 
could cost it support at the next elec- 
tion. Abandoning of the party's anti-de- 
fence and anti-nuclear positions would 
mean that it no longer had “any reason 
to exist." 

Yoshioka presents his own party as 
the only one which has stuck consist- 
ently to a clearly anti-government line 
on defence and nuclear power and the 
only party which has not at any time 
flirted with the idea of joining a coali- 
tion with the LDP. He claims this is a 
plus at a time when an influential minor- 
ity in Japan is becoming concerned at 
the pressures placed on Japan by the US 
to remilitarise. 

Yoshioka says the Toshiba affair — 
in which the Toshiba group machine- 
tool subsidiary sale to the Soviet Union 
of sophisticated technology was used by 
the US to attack Japan's trading prac- 
tices — has heightened well informed 
concern about the US-Japan defence re- 
lationship. The JSP could be abdicating 
its stance on defence issues to reflect 
such concerns, leaving the communist 
party as the only genuine opposition 
party in Japan. — Charles Smith 





nagishi; workers on wages campaign: eking socialist compromise. * 


fence and relations with South Korea. 

Yamagishi believes that the JSP will 
have to resolve its internal policy con- 
tradictions before there can be any real 
chance of unification or coalition be- 
tween it and other opposition parties. 
What can happen before then is coop- 
eration by the four non-communist Op- 
position parties to promote specific 
policies advocated by Rengo. | 

A joint front on tax reform is one 
possibility, but first Rengo will have to 
work out its own position on tax. This 
means reconciling deep differences of 
opinion between manufacturing unions, 
which favour the introduction of a sales 
or value-added tax, and service sectors, 
which are against such taxes. 
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Yamagishi is opposing a sales tax 
*for the time being" but says his — and 
Rengo's — position will ultimately de- 
pend on the government showing its 
hand on other tax issues. A promise to 
tackle such abuses as tax exemptions for 
doctors or the absence of a capital tax on 
share sales might enable Rengo to ac- 
cept a sales tax as part of an overall re- 
form package. 

If Rengo and the non-communist op- 
position parties come down hard against 
the sales tax idea, Prime Minister Nobo- 
ru Takeshita's cabinet could suffer as 
big a tumble over the issue as former 
prime minister Yasuhiro Nakasone did 
when he tried to reform taxes in early 
1987. — Charles Smith 









PHILIPPINES 


Democracy and 
the dynasties 


'New' congress begins to 
resemble its predecessors 


By John Peterman in Manila 


Former president Ferdinand Mar- 
cos never had much time for parlia- 
ments: he imposed martial law and 
abolished the congress in 1972 and, five 
years later, substituted a rubber-stamp 
national assembly. By contrast, the 
Congress revived six months ago by Pre- 
sident Corazon Aquino remains the 
centrepiece of her democratic restora- 
tion, and when it first convened in July 
many hoped it would quickly enact dif- 
ficult reforms. . 

Since then, however, a growing 
number of critics say the bicameral 
legislature — 23 senators and 194 
elected lower-house representatives — 
is anything but “new” in its member- 
ship, while some say the Congress al- 
ready resembles the stagnant talk-shops 
of earlier years. 

Doubts over the Congress’ ability to 
meet its responsibilities were illustrated 
by the first act of the Congress that 
Aquino signed, the law governing the 18 
January local elections. Among other 
things, it had set the candidacy registra- 
tion deadline at 60 days prior to the elec- 
tion. But the paper the president signed 
set a preferential 45-day deadline for in- 
cumbent “officers-in-charge” (OICs — 
local officials appointed by Aquino), 
while requiring 60 days for everyone 
else. 

This allowed OICs to consolidate 
their positions for two more weeks, 
while making the Congress look foolish 
by having to revise its own bill to allow a 
45-day deadline for everybody after the 
mysterious changes had altered the key 
clause. In statements to the local press, 
congressmen blamed a clerk’s typogra- 
phical error for the differing versions of 
the bill. Privately, however, some con- 
gressmen said the foul-up suited the ad- 
ministration’s political purposes. What- 
ever the cause, assistant House of Rep- 
resentatives majority floor leader Raul 
Roco told the REVIEW the incident was 
“the biggest embarrassment for any 
Philippine legislature this century.” 

The possibility of administrative 
blunder should not be dismissed out of 
hand, however. Poor clerical footwork 
in the Congress has caused other prob- 
lems: one reason a bill to renounce the 
Philippines’ claim to Sabah (REVIEW, 3 
Dec. ’87) ran into trouble was that the 
draft was distributed to senators before 
they had been consulted on its prepara- 
tion. 

Despite bloated payrolls, the Con- 
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gress has an ill-paid and inex- i 
perienced staff, and observers 2 
hold out little hope for the 
situation improving in the 2 
months ahead. A key house 
committee — that dealing with 
agrarian reform — has a staff of 
two. The committee secretary 
also oversees the sports and 
recreations committee. 

Even the congressmen's 
own aides are unsure of their 
role. Albert Almendralejo, 
assistant bureau director for 
the House, said: *Many [con- 
gressional aides] just collect 
their pay and watch the ple- 
nary session from the [public] 
gallery." Sources in the legis- 
lature say congressmen have 
repaid political debts, or sim- 
ply reinforced family ties, by 

anding out staff jobs while 
most of the experienced staff from past 
legislatures were turned out. 

The Congress is hamstrung by other 
problems. The House originally set up 
25 standing committees, but when it be- 
came evident that these did not provide 
a sufficiently large basket of patronage 
awards, the number was expanded to 
43. Meanwhile, the 23 senators divide 
their time among 36 Senate committees. 

But there is a larger issue beyond 
these problems. Aquino’s failure to use 
her prestige to set a clear legislative 
agenda, combined with her aversion to 
hard-ball politics, has cut the Congress 
adrift, say most congressmen. Sen. Ed- 
gardo Angara told the REVIEW that, 
“like the president, the new Congress is 
still groping to find its proper role.” 





x d 


'Butz' Aquino and ‘Peping’ Cojuangco: test for power-brokers. 


Others have rushed to fill the leader- 
ship void. According to many House 
members, the presidents younger 
brother, Rep. Jose “Peping” Cojuang- 
co, leader of the Philippine Democratic 
Party (PDP)-Laban party, remains a 
key mover behind the scenes. 


pos data gathered from various 
sources shows that nearly 7096 of 
House members either belong to “polit- 
ical dynasties" — the second or third 
generation to hold national office — or 
had previously won election to the in- 
terim national assembly or the pre-mar- 
tial law congress. This alone indicates 
strong conservative leanings in the legis- 
lature. And many current senators have 
the same history. 


Election carousel 


Local government poll will signpost political alliances 


By James Clad in Manila 


Fo the fourth time in 22 months, 
most of about 26 million Filipino 
voters will once again go to the polling 
stations, this time to elect on 18 January 
73 provincial governors and more than 
1,500 town mayors from among 17,000 
candidates, and thousands of local muni- 
cipal officials. 

The candidates have been waiting a 
long time — the last local elections were 
in 1980. The overthrow of former presi- 
dent Ferdinand Marcos torpedoed 
plans to hold another local poll in May 
1986. Successive crises since then had 
again postponed the elections. 

President Corazon Aquino has 
pleaded for the elections to be “clean, 
peaceful, honest and orderly.” That 
might be an overly ambitious aim — as 
these are the final elections before con- 
gressional and presidential polls in 
1992, a lot is at stake. Although the 
Christmas holidays temporarily di- 
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verted election fever, one local report 
claimed that 30 candidates had been kill- 
ed by 4 January. 

Some of the pent-up passion also re- 
sults from the eviction last year of nearly 
all Marcos-era officials, no matter how 
fairly they may have won in the 1980 
poll. Many of these have since plotted 
electoral revenge against the “officers- 
in-charge" (OICs) appointed to their 
former jobs by Aquino. 

Apart from the significance for local 
government, the election results will 
have a direct impact on national poli- 
tics. First, the local line-up will reflect 
the state of play between competing 
power-brokers, notably Jose ‘Peping’ 
Cojuangco, the president's younger 
brother, and Jovito Salonga. Both head 
political parties nominally within the 
governing Lakas ng Bayan (People's 
Power) coalition that won the 11 May 
1987 congressional elections. 


While the remaining 30% 
of the lower-house member: 
are newcomers, many ofthese 
also show little enthusiasm 
for reformist legislation. By 
several accounts, only 10% ol 
the House stand solidly be- 
hind agrarian reform, widely 
seen as an important test ol 
the new Congress' credibility. 

However, some change: 
in the lower house's composi- 
tion — fewer lawyers, more 
businessmen and more women 
— seem to indicate a more 
representative body. And il 
Aquino appoints more non- 
traditional “sectoral  rep- 
resentatives" to the lower 
house, it could become more 
representative still. Aquino is 
allowed 25 such appoint- 
ments under the constitution 
and has made four. 

Broadly speaking, Aquino is thought 
to retain a progressive influence over 
the Congress, but her grip may be slip- 
ping. Factional realignments prior to 
the January local elections which will 
choose 73 provincial governors, more 
than 1,500 mayors and thousands of 
lesser positions, have already bled 
Aquino’s coalition. 

A confused picture prevails in the 
Congress. Three-quarters of its mem- 
bers aligned themselves with Aquino on 
election day in May 1987. But con- 
gressmen have steadily drifted away 
from the president's coalition — at the 
centre of which lies the Lakas ng Bansa 
Party, headed by the president's 
brother-in-law Paul Aquino, and the 


Cojuangco, a congressman from 
Tarlac, heads the Philippine Democra- 
tic Party (PDP)-Laban grouping. 
Salonga, now Senate president, comes 
from Rizal province and leads the Lib- 
eral Party, now perhaps the most cohe- 
sive traditional-style political party in 
the country. 

Salonga's opponents say his time as 
chairman of the Presidential Commis- 
sion on Good Government (PCGG — 
an agency tracking down Marcos 
"crony" assets) enhanced Liberal Party 
patronage (REVIEW, 17 Sept. '87). Sen. 
Agapito 'Butz' Aquino told the REVIEW 
bluntly that Salonga and the PCGG had 
formed an “unholy alliance." Like 
Salonga, Butz Aquino (brother-in- 
law of the president) is thought also 
to have presidential ambitions in 
1992. 


S ince May the Liberal Party has pros- 
pered, largely at the expense of the 
president's coalition. The number of 
Liberal Party members in the lower 
house of Congress — the House of Rep- 
resentatives — has grown from 18 to 35 
since the May 1987 elections. Other 
likely defections will probably raise the 
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PDP-Laban — with many exploring 
deals with another coalition partner, the 
Liberal Party headed by Senate presi- 
dent Jovito Salonga. 

The other party forming the original 
coalition was Unido, headed by Vice- 
President Salvador Laurel, which has 
become hostage to Laurel’s declining 
political fortunes. 

Observers point to several reasons 
for the Liberal Party’s improving posi- 
tion: it has historical roots and is viewed 
as having maintained its integrity during 
the Marcos era. More importantly, 
Salonga remains a shrewd political 
operator bent on building a strong party 
machine. And he has found a large poli- 
tical vacuum around him. 


à do drift away from the president 
highlights the inherent weakness of 
the coalition which only came together 
to back Aquino during her campaign 
against Marcos, who was forced from 
office in February 1986. Despite talk of 
reforms during Aquino's campaign, 
these two parties have done little except 
lend the Aquino and Cojuangco family 
names to traditional politicians who 
now appear difficult to control. 

The current realignments can be 
viewed as a kind of political futures mar- 
ket, reflecting the anticipated value of 
the big names behind the party labels. 
This is hardly suprising in a political cul- 
ture where parties cluster around per- 
sonalities. 

Rep. Bonifacio Gillego told the 
REVIEW: “Many congressmen believe 
Aquino when she says she will not run 
for the presidency in 1992.” The impli- 
cation from Gillego, seen as a progres- 


Liberals’ number to about 50, or nearly 
25% of the House. 

The nominal opposition also has 
hopes of gains in the coming polls. Rem- 
nants of Marcos’ old Kilusang Bagong 
Lipunan (KBL) are backing candidates 
in many districts across the 7,100-island 
archipelago. Also contending are op- 
positionists such as former labour minis- 
ter Blas Ople, now backing his favoured 
candidates in Manila’s neighbouring 
Bulacan province. 

Cojuangco’s willingness to remake 
political alliances in various provinces 
has attracted comment. Sen. Leticia 
Shahani, a PDP-Laban official, sharply 
criticised Cojuangco’s endorsement of 
prominent but formerly Marcos-linked 
families in the far north of Luzon. Sa- 
longa’s choice of new Liberal Party en- 
trants has also earned him both praise 
and scorn. 

Another reason for the election’s im- 
portance is the effort, especially in the 
Bicol and parts of the Visayas areas, by 
traditional politicians to cut deals with 
the communist New People’s Army 
in return for neutrality or support on 
election day. 

Although the competence of the 
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Salonga: 


sive within the current Congress, was 
clear: something else besides Aquino’s 
name will be needed to secure re-elec- 
tion in the congressional elections, also 
due in 1992. 

Meanwhile, the so-called “cause- 
oriented” groups, many of them politi- 
cally centrist, now seem increasingly 
disillusioned with the Aquino govern- 
ment, which looks to them more and 
more like a reincarnation of past re- 
gimes. They blame Aquino for her ad- 
ministration’s increasingly open deals 
with old-guard Marcos-era politicians. 

As Maria Socorro Diokno, director 
of one such group known by its acronym 
TRAI, which makes Congress-watching 
a specialty, said: “The president has not 
screened her own party list.” 

Diokno, a government negotiator in 
talks last year with communist rebels, 
believes the administration’s political 
strategy reinforces the old electoral 
habits which offer voters little real 
choice. The president, Diokno said, saw 
her job as “the restoration of the institu- 
tions of democracy only.” It is a view 
that is slowly gaining ground. 










ev x 
presidential ambitions. 





government's Commission on Elections 
has improved, some ballot-box theft, 
false or multiple voting, and intimida- 
tion are considered almost inevitable on 
election day. The question on which the 
government will be judged is not "if," 
but *how much" of these improper 
practices occur. 

In sum, the local polls will signpost 
the shape of parochial patronage in the 
lead-up to the 1992 presidential and 
Congress elections while also marking 
the effective end of the tripartite coali- 
tion which ousted Marcos in 1986. Vice- 
President Salvador Laurel’s Unido 
party has already slid back into a patch- 
work of doubtful regional loyalties and 
now Salonga's Liberals have opted to go 
their own way, fielding candidates 
against people endorsed by either PDP- 
Laban or Lakas ng Bansa, a party led by 
another presidential brother-in-law, 
Paul Aquino. 


CHINA 


Dissidents test 
the water 


Slight political thaw draws 
out critical intellectuals 


By Louise do Rosario 


he handful of Chinese intellectuals 

purged last year for their dissident 
views are slowly breaking their silence 
in the more relaxed political climate 
now permitted by the Chinese Com- 
munist Party (CCP). 

But analysts caution that a major 
thaw is still not in sight and the so- 
called anti-bourgeois liberalisation drive, 
launched in early 1987 to silence critics, 
remains fresh in people's memory. The 
CCP has laid down clearly the limits of 
debate: the “four cardinal principles" of 
adherence to the socialist road, people's 
democratic dictatorship, leadership of 
the party and Marxism-Leninism-Mao 
Zedong thought are to remain unchal- 
lenged. A Chinese source said: “It’s not 
the end of winter yet, but we may be 
close to it." 

With major economic and adminis- 
trative reforms to be implemented this 
year, Peking is anxious to smooth over 
the disruptions caused by last year's 
crackdown on liberal intellectuals. By 
relaxing its tight grip on problem intel- 
lectuals, the party hopes to generate 
much-needed good publicity and also 
win back some of the lost support from 
the intelligentsia demoralised by last 
year's events. 

The party appears to be finding new 
ways to discipline dissident views and to 
be resorting less to the traditional 
heavy-handed methods of open con- 
demnation, imprisonment and explicit 
censorship. To match China's revived 
open-door image, more sophisticated 
methods such as inviting dissidents to 
serve on powerless advisory bodies are 
being devised. But prominent dissident 
intellectuals see in the party's desire to 
promote a better image an opportunity 
to continue to air critical views, though 
there is no way of knowing when the au- 
thorities will turn fierce and again crack 
down on them. 

Following the spate of student pro- 
tests in late 1986 and early 1987, Peking 
came down on prominent intellectuals 
who, in its view, were responsible for 
openly spreading unacceptable liberal 
ideas challenging party supremacy and 
socialism. In January 1987, astrophysic- 
ist Fang Lizhi, writer Wang Ruowang 
and investigative journalist Liu Binyan 
were expelled from the party and con- 
demned for anti-socialist views. The three 
have been the most outspoken about 
China's need for democracy and freedom. 

In August, five more — playwright 





Wu Zuguang, Marxist theorists Wang 
Ruoshui, Su Shaozhi, Sun Changjiang 
and Zhang Xianyang — were purged, 
with treatment ranging from job dis- 
missal to expulsion from the party. 
There were rumours that more would 
be purged, among them radical eco- 
nomist Li Yining and political scientist 


Yan Jiaqi. 
After months of silence, most of 
them have reappeared, cautiously 


meeting foreign visitors, granting inter- 
views, attending a few public functions 
and writing in journals again. Although 
there is no official signal of political re- 
laxation, intellectuals familiar with the 
wide fluctuations of Chinese politics are 
aware of the changed atmosphere. 

“In Peking, the four ‘seasons’ are 
very distinctly different. The 13th 
[party] congress has had some effect in 
turning the gloomy sky into a brighter 
one,” playwright Wu Zuguang told the 
REVIEW on 2 January. Although the 
October 1987 congress was viewed by 
some as stronger on rhetoric than sub- 
stance, it nonetheless resolved some un- 
certainty over policy and personnel 
matters. Many intellectuals feel the 
worst is Over. 

The removal of the two powerful 
ideological hardliners, Hu Qiaomu and 
Deng Liqun, from the politburo and the 
party secretariat respectively, was 
another morale booster to intellectuals 
who had suffered at their hands. 

Fang, the most formidable dissident 
because of his influence among students 
and the international attention focused 
on him, was allowed in November 1987 
to visit the Science and Technology Uni- 
versity in Anhui where he taught for 
more than 20 years and where student 
protests first began in late 1986. Sur- 
rounded by scores of plainclothes 
police, Fang gave five consecutive lec- 
tures on physics lasting until midnight to 


hundreds of students crowding around 
him, he told the REVIEW. 

Meanwhile, a member of the 
Chinese People's Political Consultative 
Conference (CPPCC) said that he had 
nominated at the last CPPCC meeting 
in March 1987 Fang, Liu and Wang to 
join the advisory body and that the 
party had approved Fang and Liu. 
There has been no official report on 
this. 

Fang said that he was unaware of any 
CPPCC invitation to 
join, which he said 
would be a mere “ges- 
ture" by Peking to the 
outside world of its to- 
lerance towards critics 
but would not indicate 
any real change of heart 
in the party. “But I will 
join if I’m asked to, 
provided I can continue 
to say what I have been 
saying all along,” he 
said. 

Fang, who was al- 
lowed to go to Italy in 
mid-1987 and, while 
there, gave an inter- 
view highly critical of 
the party to a Western 
reporter, was refused 
permission to visit Hongkong in early 
January and the US in March. “That’s 
the limit of the current relaxation: I may 
be allowed to join the CPPCC where the 
party can control the agenda, but not to 
go overseas, where I'll be outside their 
control," he said. It is not clear if Fang 
will be allowed to attend two as- 
trophysics seminars to be held in Aus- 
tralia and the US later this year. 

In late 1987, Liu granted his first 
public interview since his purge to the 
Hongkong-based Ming Pao monthly. “I 
do not regret a bit [what I've done]," he 





was quoted as saying. "In the past few 
months, I became the talk of almost all 
Chinese, including overseas ones. . . I 
received letters from [people including] 
young secondary-school students and 
old peasants. I feel I got more than what 
I’ve paid for.” Liu reportedly has been 
allowed to visit the US in March. 

Wang has given several interviews to 
Hongkong-based magazines recently, 
attacking the party as fiercely as before. 
And theorist Su Shaozhi has written at 
least two articles for 
domestic publications. 

These intellectuals 
— considered by 
analysts to be politi- 
cally courageous — are 
moving cautiously in 
the new climate which 
is developing under 
CCP General Secretary 
Zhao Ziyang and his 
aides in charge of sensi- 
tive ideological mat- 
ters. However, while 
Zhao's liberal eco- 
nomic views are well 
known, his record on 
the treatment of dis- 
sident political views is 
sketchy. With veteran 
orthodox party leaders 
still looking over his shoulders despite 
their official retirement, Zhao, regard- 
less of his own personal convictions, will 
balance carefully their needs and those 
of reform. 

Prominent dissident intellectuals see 
the opportunity to protect themselves 
by taking advantage of the authorities’ 
desire for good public relations while 
continuing their critical role. But as his- 
tory since 1949 has suggested, the party 
could easily turn on its critics again if it 
perceives a serious threat to its exis- 
tence. 





SINGAPORE 
No politics, please 


A regional church group is closed 


By Michael Malik 


Tr Singapore Government has closed the regional 
headquarters of the Christian Conference of Asia 
(CCA) and ordered the expulsion of five foreign workers 
on the grounds of its involvement in political activities and 
allowing its funds to be used for political purposes. 
According to a statement by the Singapore Minister of 
Home Affairs on 30 December, the CCA, a multi-denomi- 
national organisation, has been using Singapore as “a base 
to support ‘liberation movements’ in other Asian countries, 
helping to fund pro-communist movements, solidarity confer- 
ences and exchanges for political activists and dissidents.” 
These activities were in breach of an undertaking given 
in 1974, when the CCA applied to move its headquarters 
from Bangkok to Singapore and registered as a society, the 


statement said. 


Through its publication CCA News, the ministry said, 
the organisation sought to persuade readers to involve 
themselves in radical political activities and exhorted them 
to take up issues “which have nothing to do with the Christ- 


ian faith." 


Recent investigations had established, the statement 
added, that even before this, the CCA “was responsible for 
starting" the Jurong Industrial Mission project in 1969. The 


tiated.” 


government claims the mission was used by exiled former 
student leader Tan Wah Piow, colleague Paul Lim and Vin- 
cent Cheng as a cover to stir up industrial unrest in the 
1970s. Cheng was detained last year with 21 others, all but 
him since released, for his part in an alleged Marxist conspi- 
racy to overthrow the Singapore Government. 

The five foreigners — from India, South Korea, Japan, 
the Philippines and Sri Lanka — were given until 11 
January to leave the country. The CCA was not available 
for comment to the REVIEW, but the Rev. George Ninan, 
associate general secretary of the CCA, was quoted by 


Reuters newsagency on 31 December as saying in Singa- 
pore that to the best of his knowledge “these are wild 
allegations and I don’t know how they can be substan- 





22 


14 JANUARY 1988 @ FAR EASTERN ECONOMIC REVIEW 


THE PRECISE PASSAGE OF TIME IS MEASURED IN 
THE EIBENGI OF SAPPHIRE AND STEEL BY DUNHILL. 





Everything that carries the Dunhill name has to be the best of its kind. It has to have a 
lasting beauty and be both useful and dependable. To this end the skills of the finest craftsmen are 
used to work the most precious metals or supple leathers. Dunhill has become a hallmark not 
just of inherent British values | but of quality me "raga over. 


NE 





The Dunhill Watch. The cv glass is second only to diamond in hardness and 
the meticulous enamelling ensures the clarity of the classic face. It has a Swiss movement for supreme 
accuracy and the case of satin steel ensures that the watch is not only elegant but extremely durable. 
In short, this watch will continue to give a precise measure of the passage of time. 


Do you need a 75 million dollar maintenance centre 
and teams of skilled engineers to keep an airline on top? 


You do if you’re reaching for the sky. 





MNC&H/THA/ 5236 


Thai operates the most hi-tech aircraft maintenance centre in Asia. It is fully self-sufficient in the maintenance 
requirements of the entire fleet. And it provides full capability for complete B747 and A300 airframe and engine 
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Smooth as silk 


yerhaul. Thai engineers and technicians spend four years training overseas prior to working $9 T 
n the centre. Thai. Centuries-old traditions. Innovative thinking. State-of-the-art technology. hai 








[HIGO NO KAMI] 
A once-popular folding pocket knife. 
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The st 'HIGO NO KAMP knife makes a Japanese boy feel much older than he truly is. I know. It took me time 
to sharpen a pencil really well. A knife needs skill and a steady hand to guide it. But I learned an important thing. 
It takes time and patience to learn a skill... and I've got the scars to prove it! 


NIPPON STEEL CORPORATION has also come of age. We've strengthened our core business of making steel 


and its peripheral disciplines in the face of changing conditions. We've learned to anticipate change and take 
advantage of it. 





MALAYSIA 


A judicial shake-up 


Areshuffle as tension with executive heightens 


By Suhaini Aznam in Kuala Lumpur 


Ae a background of tension 
between the Malaysian executive 
and judiciary — though not necessarily 
as a result of it — a reshuffle amon 
judges has been set in motion by the Of- 
fice of the Chief Justice, in which nine 
judges are being transferred between 
state capitals or between different de- 
partments of the Kuala Lumpur High 
Court. 

The exercise, confirmed by the Office 
of the Chief Justice, will be staggered 
over January and February. A senior 
lawyer said the changes had been con- 
templated for at least a year, before ten- 
sion with the executive reached its pre- 
sent heights. 

One move has already drawn parti- 
cular attention — the transfer of Justice 
Datuk Harun Hashim from appellate 
and special powers to commercial 
crimes, effectively removing him from 
hearing matters of judicial review, 
noted many lawyers. Harun is known 
for his independent judgments and was 
due to hear the crucial suit brought by 
11 members of the United Malays Na- 
tional Organisation (Umno) — domin- 
ant party in the ruling United Front co- 
alition — claiming the April 1987 party 
elections to be null and void. The case is 
scheduled to be heard on 25 January but 
it is now uncertain whether Harun or 
another judge will hear it. There is no 
suggestion of political pressure on the 
chief justice to introduce the changes 
now. 

Malaysia's judiciary enjoys a reputa- 
tion of independence and judicial integ- 
rity. In the past two years, there have 
been a few cases where the judiciary 
ruled in favour of the plaintiff against 
the government, making for strained 
relations between executive and 
judiciary. “There are black sheep in 
any group who want to be . . . fiecely in- 
dependent," Prime Minister Datuk Seri 
Mahathir Mohamad was quoted as say- 
ing in the 1 January issue 
of Malaysian Business, 
a local magazine 
which had just nam- 
ed him its Man of the 
Year. 

Being “fiercely inde- 
pendent” implied forget- 
ting one’s duty to be just 
and fair, in favour of 
public opinion, he said. 
“You have to stretch 
things a bit, you have to 
prove that you can ham- 
mer the government, for 
example. You want to in- 
gratiate yourself, you 
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Harun: independent. 





want to be well thought 
of by the public. A good 
judge should stick to dis- 
pensing justice. That's 
all, not to show that he is 
independent. 

"In the past we've 
never questioned deci- 
sions, going against the 
government," Mahathir 
added. "But when peo- 
pie say... .. thdt.. . in 
order to get a judgment 
against the government 
you go to this parti- 
cular court, then that 
court is no longer re- 
garded as a fair court. It 
has already been labelled," he said. 

Just under a year ago, in February 
1987, former lord president Tun 
Mohamed Suffian Hashim had said, 
almost as if in anticipation of such 
comment: “Judges are neither pro nor 
anti-government. Judges are neutral 
servants of the law." The three 
branches of state — the executive, 
legislative and judiciary — are not de- 
signed to compete with one another 
but to complement each other, much 
like the legs of a three-legged stool, he 
added. 

The crux of the problem lies in differ- 
ing views about separation of powers — 
subscribed to by both the executive and 
judiciary. When Mahathir suggested 
that parliament “codify” the powers and 
functions of the three branches of gov- 
erment, he intended judicial non-inter- 
ference in executive decisions. The 
judiciary on its part, sees that one of its 
duties is to check any possible adminis- 
trative abuse. 

The difference in attitudes is partly 
rooted in education. Almost all the 
senior judges were educated in Britain 
and understand its judicial code of inde- 
pendence. By contrast, a number of 
today's younger MPs are 
home-grown, where a 
premium is placed on po- 
litical consensus and 
obedience to law, irre- 
spective of its implica- 
tions. The separation of 
powers is an alien con- 
cept in Malay feudal 
traditions, where power 
rested in the hands of 
one sultan. 

Meanwhile, there is 
little separation between 
the legislature and exe- 
cutive. The ruling Na- 
tional Front coalition 





controls 80% of the 177 parliamentary 
seats, of which 24 are occupied by 
ministers and 30 more by their deputies. 
Government backbenchers are general- 
ly timid before their seniors, knowing 
that their candidacy in the next elec- 
tion hinges entirely on the approval of 
their party chiefs. Umno MPs have also 
formed an Umno 
backbenchers' club, 
from which the more 
vocal talents are selected 
to debate against or 
heckle the opposition. 
All this seems quite un- 
necessary, since, when it 
comes to the crunch, the 
party whip has always 
ensured discipline in vot- 
ing on the more “sensi- 
tive bills," such as the 
1986 amendments to the 
Official Secrets — Act 
(OSA). 

One by one judicial 
discretions have been 
eroded in favour of exe- 
cutive fiat, claim many lawyers, acade- 
mics, social scientists and opposition 
politicians. As early as 1960, parliament 
passed amendments providing for inde- 
finite emergency rule instead of its au- 
tomatic lapse after two months. The In- 
ternal Security Act (ISA) allows for pre- 
ventive detention without trial, with a 
writ of habeas corpus being the only 
judicial recourse. 

The amended OSA gives a minister 
blanket power to classify official 
secrets, and amendments to the Print- 
ing Presses and Publications Act 
allow the minister to decide what 
information could “alarm public 
opinion.” 

In the past two years, the govern- 
ment has lost two court battles against 
the press. In September 1986, the Im- 
migration Department expelled the 
Asian Wall Street Journal’s two Malay- 
sian-based correspondents, who were 
later reinstated after a court ruled that 
the authorities had erred in not giving 
them a chance to be heard. Last year, 
the social-reform group Aliran chal- 
lenged a decision which had refused it a 
licence to publish a Bahasa Malaysia 
version of its English-language monthly 
journal. A judge ruled that such li- 
cences should be given *as a matter of 
course." The Home Ministry has ap- 
pealed the decision to the Supreme 
Court. 

To avoid being thwarted again, the 
recent press amendments made the 
home minister's decision on licences 
final and removed the applicant's right 
to be heard. In tabling the amendments 
in parliament, Mahathir, as home 
minister, explained that it was as much 
necessitated by a renegade press as by 
judicial misinterpretation. 

"Since anyone can sue the govern- 
ment, the government can no longer 
decide on anything with certainty," 
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Mahathir added. “Every decision can 
be challenged and perhaps overruled. 
Thus the government is no longer the 
executive. Others have taken over that 
function.” 

The dispensing with the rules of na- 
tural justice in allowing an applicant’s 
right to be heard surprised lawyers. It 
does not take trained lawyers to ap- 
preciate “man’s common-sense percep- 
tion of justice,” said Bar Council presi- 
dent Param Cumaraswamy. “Indeed 
the prime minister, a non-lawyer, refer- 
red to these rules when he criticised [re- 
tired auditor-general] Tan Sri Ahmad 
Noordin Zakaria over the Bumiputra 
Malaysia Finance [BMF] committee re- 
port for failing to give certain individu- 
als named in the report the right to be 
heard to clear themselves. I can’t possi- 
bly understand why he gets so offended 
when the courts in their rightful role 
apply these same principles, which 
he had called ‘elementary justice’ to 
test the legality of ministerial deci- 
sions.” 





Mean had in January 1986 told 
Ahmad Noordin that by his neg- 
lecting to seek out various people 
named in the BMF committee report, 
“you have created doubts and suspicion 
about them without their being able to 
clear themselves. It is elementary jus- 
tice that people must be allowed to 
give their side of the story,” he add- 
ed. 

Mahathir's exasperation with the 
judiciary crystallised in September 1987 
when a few retired judges addressed 
two conferences asking for reviews of 
the constitution. Shortly thereafter, 
Harun Hashim suggested at a separate 
law conference that the Senate be 
changed to comprise elected rather than 
appointed representatives. Accusing 
some judges of encroaching into the 
arena meant for other branches of gov- 
ernment, Mahathir tersely reminded 
them that “the judiciary should be neu- 
tral in politics." 

By October, rumours were rife that 
parliament was contemplating a motion 
of censure against the judiciary, or a 
specific judge, or even of passing 
amendments to the constitution which 
. would limit the tenure of judges. At pre- 
sent only a panel of judges, headed by 
the lord president, may remove a fellow 
judge. For a fortnight, lawyers and MPs 
along “the corridors of gossip,” as one 
MP described parliament, buzzed with 
nothing else and opposition Democratic 
Action Party (DAP) chief Lim Kit Siang 
and DAP MP Karpal Singh both asked 
the government to either confirm or dis- 
pel the rumours. Parliament Deputy 
Speaker Mohamed Amin Daud sub- 
sequently said he had not received an 
application to amend the constitution. 
The two MPs were among a group of 
more than 100 detained under the ISA 
last year and are now under two-year 
detention orders. LH 
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PAKISTAN 


The great ethnic divide 


The ruling elite toys with plans to appease the minorities 


By Salamat Ali in Karachi 


To is a desire among most Pakis- 
tanis for a strong and united coun- 
try. But this wish alone may not be able 
to restrain indefinitely the complex 
domestic frictions — largely along 
ethnic and regional lines — which are 
turning increasingly violent. According 
to many Pakistani analysts, the pressure 
of divisive politics is such that the 1985 
constitution, formulated by President 
Zia-ul Haq, is unlikely to survive in its 
present form for too long. 

The basic distortion in Pakistani 
politics stems from Punjab province, 
which has more than 60% of the coun- 
try’s population but com- 
prises only a quarter of 
the national territory. 
Since a large number of 
Punjabis have settled in 
Sindh and Baluchistan 
provinces, the Punjabis 
are now making the 
exaggerated claim that 
they constitute almost 
three-fourths of the total 
population. The North- 
West Frontier Province 
(NWFP), which together 
with the other three pro- 
vinces constitute the fed- 
eration of Pakistan, has 
areas contiguous to Pun- 
jab where Hindko and 
Saraiki — generally con- 
sidered as dialects of Pun- 
jabi — are spoken. 

The problem is compounded by Pun- 
jab's near monopoly of jobs in the mili- 
tary, the bureaucracy and professions, 
and of control over productive farm- 
lands, trade and industry. Punjabis 
blame the relative backwardness of the 
Sindhis and the Baluch on their unwill- 
ingness to work hard and lack of enter- 
prise. That the Sindhis consider the 
Punjabis as well as the hard-working 
Pathans of NWFP as exploiters is cited 
by the Punjabis in support of their ex- 
planation. 

Sindh and Baluchistan consider Pun- 
jab as the home of a rapacious ruling 
elite that has acquired a stranglehold 
over national resources through its 
domination of politics and bureaucracy 
in a government which, despite several 
constitutional changes, has remained 
essentially unitary in character. 

The ruling elite strongly discourages 
any open discussion of the mounting 
ethnic tensions but is not 
oblivious of their signifi- 
cance. The leaders of the 
establishment have drawn 
up Secret contingency 
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plans to contain ethnic divisions. 

To circumvent the charge that the 
smaller provinces are deprived of their 
due share of power, Islamabad has 
started a process of gradual decentrali- 
sation. through administrative rather 
than constitutional measures. For in- 
stance, the zonal headquarters of 
nationalised banks have been given 
powers to grant large loans without 
reference to their head offices. And all 
MPs have been given sizeable budgets 
to meet demands for civic amenities in 
their constituencies. It is claimed that 
the chief ministers of the provinces, all 
hand-picked by the mili- 
tary brass, have all the 
powers to develop their 
provinces as far and fast 
as feasible. 

Additionally, there is 
a subtle propaganda cam- 
paign under way suggest- 
ing that the government is 
making strong efforts to 
minimise its own inter- 
vention in the citizens' 
lives and to encourage 
private initiative. Itis also 
suggested that in promot- 
ing the people's prosper- 
ity the government risks 
its own steady im- 
porene Further 

olstering the façade of 

political normalcy are 
hints thrown at visiting 
foreign correspondents suggesting 
strains in Zia’s relations with Prime 
Minister Mohammad Khan Junejo. 

The story is that when he was chosen 
as prime minister, Zia had made it clear 
to Junejo that despite the constitution, 
he must unhestitatingly obey Zia in 
three areas: defence, foreign relations 
and internal security. It is argued that 
Junejo has begun nibbling gradually at 
the edges of this core of power. He is 
showing his independence through an 
alleged soft attitude on Iran and Af- 
ghanistan and has thwarted Zia’s wishes 
by squeezing out Sahibzada Yaqub 
Khan as foreign minister and dragging 
his feet on replacing him with another 
Zia favourite, Planning Minister 
Mehbubul Haq. 

Sindhi politicians argue that these 
tactics can buy Punjab’s ruling elite 
some time but cannot overcome the 
ethnic minorities’ objection that the 





governments new ap- 
proach has facilitated 
rather than restricted 


Punjabi exploitation. Ac- 
cording to the politicians, 
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the decentralisation of authority in the 
banks has resulted in Punjabis getting 
more loans. The budget given to legis- 
lators is no more than an attempt to 
“buy goodwill with peanuts.” The Zia- 
Junejo tension is one more proof of 
Punjab’s unwillingness to share real 
power with even a puppet Sindhi prime 
minister, they add. 

Top opposition leaders believe that 
the ruling elite have a so-called decen- 
tralisation plan — a claim denied by the 
authorities — which is a last resort to 
preserve Punjabi domination. The plan 
seeks to split Pakistan into eight ad- 
ministrative zones to end the charges of 
hegemony of any single unit. 

The proposed new administrative 
zones are: 

» Valley, with headquarters at 
Peshawar, comprising Peshawar and 
Malakand divisions of the NWFP. 

» Pothowar, with headquarters at 
Rawalpindi, consisting of the Rawal- 
pindi Division of Punjab and the largely 
Hindko-speaking areas in the Ab- 
botabad Division of the NWFP. 

» Rechna with Lahore as headquarters 
and comprising the Lahore and Sar- 
godha divisions of Punjab. 

» Panjnad, with its capital at Multan, 
comprising Punjab’s Bahawalpur and 
Multan divisions and the NWFP’s Dera 
Ismail Khan Division. 

» Kachi with headquarters at Sibbi and 
comprising Sindh’s Larkana Division 
and Baluchistan’s Sibbi Division. 

» Lower Indus with headquarters at 
Hyderabad and comprising Sindh’s 
Hyderabad and Sukkur divisions. 

» The yet unnamed arid zone with the 
capital at Quetta and comprising 
Baluchistan’s Quetta and Kallat divi- 
sions. 

» Coastal Zone comprising Karachi Di- 
vision and the rest of the country’s coast 
through Lasbela and Makran right up to 
the Iranian border. 

Unlike in India where the states were 
redrawn on a linguistic basis, Pakistan’s 
zone plan creates no such units. In fact, 
all linguistic groups are split except the 
Punjabi area, which is divided on rela- 
tively more homogenous linguistic 
basis:  Rechna speaking Punjabi; 
Pothowar speaking various kindred hill 
dialects and Hindko; and Punjnad com- 
prising a Seriaki-speaking majority. 


he Baluch would be divided into 

three units — Coastal, Kachi and the 
arid zone. A part of the Pathan tribal 
belt would be appended to Panjnad. 
The traditional Pathan-Baluch friction 
in Baluchistan would remain unresolv- 
ed as the Pathan districts of the pro- 
vince are to be part of the arid zone, the 
southern part of which would be en- 
tirely Baluch. 

One merit of the plan is that except 
for Panjnad which would be cut later- 
ally by the Indus River, all other units 
would lie either on the east or west of 
the river which is Pakistan’s lifeline. 
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The authorities think that the zone plan 
would be a final answer to local Marxists 
who for the past decade have been prop- 
agating a north-south divide in Pakis- 
tan. According to this Marxist view, the 
theological-military-bureaucratic com- 
bine of the north comprising Punjab and 
the NWFP has been oppressing the 
south which is made up of Sindh and 
Baluchistan. The Marxists think Sindhi 
and Baluch unity is feasible because of 
historic and ethnic reasons. Almost 
40% of Sindhis are of Baluch origin. 
These ideologues had always advised 
the Sindhis to win over the largely 
Urdu-speaking immigrants from India’s 
Ganga plain who form an overwhelming 
majority of Sindh’s urban population 
and are estimated to make up around 
30% of the province’s total population. 
The outcome of the recent municipal 
polls, especially in Karachi and 
Hyderabad, is seen by Sindhi paro- 
chialists as a basic change in the im- 
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migrants’ attitude reflecting a new 
willingness to identify themselves with 
the Sindhi grievances against Punjab. 

Sindhi parochialists believe the new 
zone plan is aimed only at thwarting the 
assertion of Sindhi nationalism and 
therefore it will not succeed. It would be 
unacceptable to the equally militant 
Baluch parochialists for the same 
reason. Besides, the creation of more 
zonal units is seen as a ruse to 
strengthen Punjab’s political clout. If 
there is to be a federal structure and an 
upper house of parliament under the 
plan, Punjab’s ratio to other units in the 
upper house — where all units have 
equal representation — would increase 
from the present 1:3 to 3:5. Informed 
sources believe that the new plan would 
be unfolded only when ethnic tension 
intensifies to an extent that cannot be ig- 
nored, after the next general election 
due by March 1990. 


Post-marital 
prospects 


Bhutto’s wedding leaves 
party politics in a flux 


n more ways than one, Benazir 

Bhutto’s 18 December wedding in 
Karachi epitomised the contemporary 
political and social realities of Pakistan. 
As the leader of the Pakistan People’s 
Party (PPP), she is the strongest opposi- 
tion contender to lead the next govern- 
ment. At 34, Bhutto was the most eligi- 
ble maiden in a country where the elite 
are ever on the look out for matrimonial 
alliances to promote family fortunes. 

But a marital alliance with the 
Bhutto family has its disadvantages too. 
As heir to the political legacy of the fam- 
ily, Bhutto has been at loggerheads with 
President Zia-ul Haq, under 
whose regime her father — 
former prime minister Zul- 
fikar Ali Bhutto — was 
executed. Many influential 
families must have shied 
away from a marital tie which 
could certainly offend Zia. 

According to PPP sour- 
ces, Benazir’s mother, Nus- 
rat Bhutto, made two basic 
decisions after consulting her 
daughter and other mem- 
bers of the family. First, it 
was time for Bhutto to get 
married, because as a single 
woman in a Muslim country 
she suffered many social and 
political handicaps. Second- 
ly, she must marry a Sindhi. 
Presumably, this was not 
due to any social prejudice 
against non-Sindhis, but 
because as a potential Sindhi 
prime minister it was her role 
to preach nationalism to the 
country’s minority provinces, 
particularly Sindh, where ethnic an- 
tagonism against Punjab has been run- 
ning high. 

Bhutto’s arranged marriage to a 
young Sindhi businessman, Asif Ali 
Zardari, is widely accepted as perhaps 
the most important social event in the 
country. It attracted international at- 
tention to the country, which usually re- 
ceives negative publicity over a variety 
of issues including nuclear weapons, 
ethnic riots and drug-running. 

Bhutto’s adversaries argue that the 
marriage is a crippling blow both to her 
own political career and the fortunes of 
the PPP. They point out that the Zar- 
dari family is not of the same feudal sta- 
ture as the Bhuttos and even of some of 
her foremost critics. They also maintain 
that the marriage has been seen by 
many of her followers as a reduced com- 
mitment to politics. Some disappointed 
party workers in Sindh are reported to 
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have defected to Bhutto’s adversaries in 
other opposition groupings. 

However, many other politicians do 
not share these views. Even a leading 
MP of the ruling Pakistan Muslim 
League, speaking on a non-attributable 
basis, conceded that the PPP remained 
the only party with a credible base in 
three of the four provinces. In Punjab 
the PPP is known to have the support of 
a third of the electorate, with the rest 
being either uncommitted or split 
among various groups. Therefore, if the 
PPP were to join with strong local 
groups in every constituency in Punjab, 
it could be assured of victory at the next 
general election. The term of the cur- 
rent parliament — and Zia’s term as 
president — both expire officially in 
March 1990. 

Yet another divergent view was of- 
fered by the leader of the National 
People’s Party, Ghulam Mustafa Jatoi, 
who split from the PPP a couple of years 
ago. Jatoi told the REVIEW that the re- 
cent countrywide municipal polls had 
called in question the strength of the 
PPP and shown beyond doubt that no 
political party in Pakistan could gain an 
absolute majority in the next elections. 
He argued that the next government in 
Islamabad will have to be a coalition, in 
the manner of the government in India 
following the excesses of the Emergency 
rule in the mid-1970s. Reminded that 
the coalition had failed in India, Jatoi 
said: “It will fail here too, but I do not 
see any way ahead except through a co- 
alition.” 

Despite the fact that the current par- 
liament has just over two years to run, 
the opposition is divided over the timing 
and the prospects of the next general 
election. At one end of the spectrum are 
those who maintain that Zia would not 
risk ordering free elections if he had any 
reasonable suspicion of hostile forces 
gaining an upper hand. According to 
them, the present parliament is ready to 
do his bidding — amend the constitu- 
tion, give him another term or even 
make him president for life while allow- 
ing him to continue as the army chief of 
staff. He has no reason to cut short the 
parliament’s term, they further argue. 

At the other end of the spectrum are 
those like Malik Qasim, who heads an 
opposition faction of his own. He told 
the REVIEW that though most of his col- 
leagues in the Movement for Restora- 
tion of Democracy did not accept his as- 
sessment, he firmly believed that Zia 
would order fresh elections either by the 
end of this year, or at the latest in the 
first quarter of 1989. According to this 
view, the bureaucracy would realise 
that Zia would have one clear year in of- 
fice after the polls to manipulate the 
new parliament. Moreover, Zia would 
also have enough time to reward or 
punish officials based on whether or not 
they had obeyed his discreetly indicated 
preferences at the general election. 

Jatoi argues that the government rig- 
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ged the recent municipal polls massively 
in rural areas which account for 80% of 
the electorate. He says that these polls 
were a trial run for the elections to parli- 
ament. But despite the charges of rig- 
ging, independent observers believe 
that the municipal polls were as much a 
testimony to the weakness of the oppo- 
sition as they were to Zia’s political 
shrewdness. The opposition appears 
unprepared for snap polls. 


yos adoption of most of the late 
Bhutto’s socio-economic program- 
me has endeared him to the mass- 
es. Also, by having the mild-mannered 
Mohammad Khan Junejo as prime minis- 
ter, Zia has been able to project a be- 
nign face. In a country where accusa- 
tions of corruption and high-handed- 
ness have become commonplace, June- 
jo is accepted as a gentleman and an 
honest politician, though those who 
exercise decisive influence over him are 
far from clean. More importantly, the 
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Hitting at Punjabi hegemony 


masses, especially in Punjab and a large 
part of the North-West Frontier Pro- 
vince (NWFP), are not facing unbeara- 
ble economic hardship. 

The old guard of the PPP concede 
that during the municipal polls in Pun- 
jab they found themselves totally out of 
touch with the thinking of the masses. 
They further concede their party has 
done much worse than was generally ex- 
pected in Punjab and Sindh — the very 
areas which in the 1970s constituted the 
PPP's power base. Its better than ex- 
pected performance in the NWFP is at- 
tributed to the fact that the provincial 
party machine was not interfered with 
by the central leadership. In contrast, 
most of the PPP stalwarts in Punjab and 
Sindh have been elbowed out by Bhutto 
and her aides. 

The PPP's rivals in the opposition 
argue that it has no distinct election 
platform and since it agrees with most of 
Zia’s policy thrusts — both in foreign re- 
lations and domestic affairs — it cannot 
set the country's imagination on 
fire by promising more of the 
same thing. This charge flows 
primarily from Bhutto's apparent 
effort to evolve a national consen- 
sus through a political style devoid 
of ideology, but accommodating 
diverse vested interests — includ- 
ing landowners, traders and religi- 
ous zealots. 

In the final analysis, Bhutto's 
strongest card seems to be the 
Punjabi intelligentsia's unarticu- 
lated but intense fear of ethnic an- 
tagonisms becoming unmanage- 
able. Although Zia and his aides 
do not share the view, this group 
by and large considers her the best 
bet to contain the mounting ten- 
sions. What no one is sure of is her 
ability to play this card well. 

— Salamat Ali 





Sindh and Baluchistan are the hotbeds of ethnic resentment 


Sioa Khair Baksh Mari, leftist 
leader of the 120,000-strong Mari 
tribe of Baluchistan lives in self-exile in 
Kabul, the capital of Afghanistan. Re- 
cently he issued a call to his tribe to 
emigrate to Afghanistan — an esti- 
mated 9-15,000 tribesmen answered 
that call, selling their belongings includ- 
ing livestock at throwaway prices. 

Although the harsh winter of the in- 
hospitable mountain terrain has tem- 
porarily stemmed the outflow, it is ex- 
pected to be resumed in the spring. Ac- 
cording to tribal sources, the provincial 
government of Baluchistan has been un- 
able to stop the exodus, which is but one 
example of the ethnic dissent in the 
country. 

Sindh is another hotbed of ethnic 
turmoil. It is now widely accepted that 


widespread robberies and kidnapping 
for ransom in rural Sindh also have a 
political dimension. Moreover, the rise 
of the Muhajir Qaumi Movement 
(MQM) in urban Sindh has its own dis- 
tinct ethnic overtones. The MOM is a 
political movement — though not yet a 
formal political party — of the descen- 
dents of Urdu-speaking immigrants 
from India’s Gangetic plains. The 
MOM activists were either born in 
Pakistan or were young enough to be 
children when their parents immigrated 
to Pakistan in the wake of India’s parti- 
tion in 1947. 

The MOM followers fought munici- 
pal elections in late November 1987 on 
the platform of protecting the rights of 
immigrants and won overwhelmingly in 
Karachi and Hyderabad — Sindh’s 
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largest cities, where the 
muhajirs are in a majority. Sig- 
nificantly, they declared that 
they would no longer be fooled 
by the slogans of supremacy of 
Islam, the ideology of Pakistan 
and the national language of 
Urdu. These slogans were the 
basic political platform of the 
religious fundamentalist par- 
ties that considered Sindh’s im- 
migrant-dominated areas as 
their bastion of power. The 
MOM annihilated the fun- 
damentalists in the municipal 
elections. 

The immigrants, being the 
leading group among the founding gen- 
eration of Pakistan, had selected 
Karachi — the then national capital — 
as their new home. 

Karachi was also designated to be- 
come the foremost industrial city be- 
cause it was the nation's sole trading 
port. Karachi has now grown to a met- 


THE 5TH COLUMN 





Karachi councillors rally against Sindh government directives. AP 


ropolis of 8 million people — though of- 
ficial estimates put it around 5.5 million 
— and the city's resources have been 
stretched to breaking point. 

Initially, the MOM demanded that 
the flow of people from other parts of 
the country be curbed through a permit 
system. This was largely because there 


Advice to Reagan: avoid 
arm-twisting Takeshita 


Ne mind that the new Japanese 
Prime Minister, Noboru Takeshita, 
represents the country that single-hand- 
edly can control American interest and 
exchange rates and which is the US’ 
most important partner in any peaceful 
global endeavour; when he comes to 
Washington in mid-January for his inau- 
gural visit as Japan’s leader, there will 
be none of the hullabaloo of the more 
recent summit with Soviet leader 
Mikhail Gorbachov. 

In fact, it will be quite easy to take 
this meeting more or less for granted, 
and quite possible, too, that it will turn 
out to be a fiasco. Although the visit will 
be short, it still could be a pivotal event, 
challenging Washington’s ability to take 
into account more than its own short- 
term interests. This is one of those occa- 
sions, when it will be more important 
to the US that Takeshita gets what 
he wants out of this meeting than that 
President Reagan looks like he has 
“won.” 

Granted, in this election year no- 
body wishes to be seen as soft when it 
comes to negotiating with the No. 1 US 
trade nemesis. The administration will 
naturally want to point to Tokyo’s stub- 
bornly fat trade surpluses, and to pound 
the table over other grievances such as 
the inability of US contractors to break 
into Japan’s public construction pro- 
jects or chronic obstacles to sales of 
Florida oranges. No doubt, Washington 
finds tough talk and strong follow-up ac- 
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tion increasingly easy after applying un- 
precedented sanctions against Japan’s 
semiconductor imports last year, 
smashing Toshiba TV sets on the steps 
of Congress, and arm-twisting Tokyo to 
back down from designing its own 
fighter aircraft. 

But if the administration continues 
to be strident in its pressure, particu- 
larly during this summit, the strategy 
could backfire. Takeshita is an untested 
prime minister, and an unknown person 
on the international scene. In the world 
of Japanese domestic politics, his ability 
to prod the bureaucracy, cajole interest 
groups and move his legislature de- 
pends in great measure on how his fel- 
low citizens size up his stature and credi- 
bility abroad. That perception turns al- 
most exclusively on how he is perceived 
to be treated by the US. 

Having to succeed Yasuhiro 
Nakasone, whose warm “Ron-Yasu” 
relationship was cheered in Washing- 
ton, makes it all the more difficult for 
the new leader to enhance his effective- 
ness to do the thing the US wants Japan 
to do. Takeshita ought to be treated like 
the world-class statesman we need him 
to be. Rehashing old grievances and 


Jeffrey Garten was an investment 
banker in Tokyo from 1984-86 and 
worked on the US State Department 


policy-planning staff in the adminis- 
trations of presidents Ford and 
Carter. 





was a steady influx of settlers 
from Punjab and the North- 
West Frontier Province 
(NWFP). Currently almost all 
policemen in Karachi are Pun- 
jabis, who also form the bulk of 
the city’s growing industrial 
workforce. The urban trans- 
port sector is monopolised by 
Pathans from NWFP or by the 
Punjabis. These two groups 
alone contribute the entire 
workforce in the city’s con- 
struction industry. 

At the time of India’s parti- 
tion, immigrants had provided 
the upper crust of Pakistan’s 
bureaucracy, professions, and trade and 
industrial management. Today, the 
bulk of the private sector is in Punjabi 
hands. The immigrant traders from 
India’s Bombay and Gujarat regions — 
the Memons and Bohras — have yield- 
ed their pre-eminence to Punjabi trad- 
ers. 
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putain him on the defensive could be a 
ad mistake. 

If, for example, the prime minister is 
pressured into dealing with specific 
trade issues such as car quotas or beef 
imports, he will be viewed in his own 
capital as another in a line of leaders 
whom the US treats as a travelling sales- 
man or minister of commerce. 
Likewise, if he is hit over the head to do 
more about lowering interest rates or 
reforming the tax code, he will be seen 
as a central banker. In Japan impres- 
sions seem to gel even faster than they 
do in the US, and they are more difficult 
to reverse. If Takeshita's image is de- 
flated, he could be handicapped for his 
entire two-year term. 


Fo the US the implication would not 
merely be the fact of a leader thrown 
off balance on the other side of the 
Pacific. No, Washington will be hurt by 
having to deal with someone who lacks 
the clout to deliver either short-term 
trade relief or the longer-term financial 
cooperation needed to keep the Ameri- 
can economy from crashing. The US’ 
most vital trade and financial partner 
will be led by a man who will be under 
more than the usual intense domestic 
pressure not to give in to Washington’s 
demands and who will be crippled in try- 
ing to moderate the nationalism and re- 
sentment growing in his country. 

This would be a sad development at 
this particular moment. In the past few 
months, Japan has been the only major 
nation that has followed the economic 
blueprint endorsed by the Bakers, the 
Greenspans, the Volckers. For the first 
time, there is now a raging debate in 
Tokyo over how — not whether — to 
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An immigrant trader who did not 
want to be identified said that caught 
between the banks — that are all 
nationalised and staffed by Punjabis — 
and the Income Tax Department, which 
is also Punjabi-dominated, the immi- 
grant traders have in the past decade or 
so been forced to sell to Punjabi invest- 
ors. The trader was commenting on the 
Punjabi charge that Bohra and Memon 
traders have disinvested from Pakistan 
and taken their capital abroad. 


ut the increasing pressure from the 

MOM is now said to be forcing the 
Punjabis to diversify to other parts of the 
country. Punjabi business quarters re- 
fute the assertion that they are trying to 
disinvest and even uproot industrial 
plants and their business headquarters 
from Karachi. But they concede that 
they are making few new investments in 
Karachi and are concentrating on new 
ventures in Punjab. Of the many new 
textile plants under way, more than half 


expand imports, further open 
its financial markets and make 
greater investments in Latin 
America and other developing 
regions. Takeshita, who has 
spent a lifetime in smoke-filled 
political backrooms trading 
favours and amassing chits, 
could be the right person to 
quietly remove some of the 
political logjams. But he will 
not be able to if he is seen as 
being on the run from Uncle 
Sam's clenched fist. 

The wrong reception in the 
US would not, moreover, 
merely slow the pace of Ja- 
pan's opening. There is, in 
Washington, a view that when 
push comes to shove Japan will 
always kowtow to us. The is- 
land nation is too dependent on 
the US military umbrella and its mar- 
kets, so the argument goes. But con- 
trary to conventional wisdom, Japan is 
increasingly in a position to do more 
than sulk or come running back. It has 
real strategic options — none of which 
requires large armies or more than in- 
cremental policy change, for that matter 
— that could undercut fundamental US 
interests. 

Japan could, for example, begin to 
cosy up to the Soviet Union by helping 
to supply capital and technology for the 
economic restructuring that is Gor- 
bachov's dream. This would become in- 
creasingly plausible if Moscow became 
more accommodating on the disputed 
Northern Territories. A more coopera- 
tive Japan could give Moscow alterna- 
tives which undermine US leverage. Ja- 
panese business could be encouraged 
to penetrate more deeply into Latin 
America, where tying up markets in 
debt-strangled Mexico, Brazil and 
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Takeshita and Nakasone: under 'Ron-Yasu' shadow. 
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are around Lahore, the capital of Pun- 
jab province. 

Punjabi businessmen ascribe their 
present predominance in business in 
Karachi to the immigrants' propensity 
to take out their capital to safer havens 
abroad at the slightest hint of domestic 
uncertainties and their unwillingness to 
take risks. 

They also argue that Karachi was 
conceived as a national and not Sindhi 
industrial-cum-trading centre, and that 
even if forced to disinvest, their assets 
would shift at worst to Punjab and not to 
foreign lands. 

It is also asserted that Karachi is 
faced with an ever growing scarcity of 
water and power and a plethora of 
troublesome labour unions. Coupled 
with these factors are the incentives of- 
fered in Punjab, whose chief minister 
Nawaz Sharif, scion of a leading Punjabi 
industrial house, has vowed to make 
Lahore a bigger business centre than 
Karachi. He seems to be succeeding; 





Argentina would be easy. Aside from 
historic US paranoia about other major 
powers in its backyard, the US would 
forfeit major markets for the future. 

Tokyo could follow an increasingly 
independent foreign policy in the Mid- 
dle East and the Gulf where oil and not 
Israel is its natural concern. This will 
surely complicate Washington's dip- 
lomatic efforts. 

Japan could become more aggressive 
in developing advanced military tech- 
nology. The exclusive use or sale to 
other countries of such equipment could 
cause fits in the Pentagon. 

Japan could also drag its feet on ef- 
forts to reform the world's system 


& [Takeshita’s] ability to prod 
the bureaucracy, cajole interest 
groups and move his legislature 
depends in great measure on 
how... he is perceived to be 
treated by the US.9 
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an industrial estate he opened recent- 
ly at Chunian near Lahore is thriving 
and the value of land in the estate has 
shot up. 

The MQM’s strident anti-Punjabi 
slogan is hailed widely by all Sindhi 
chauvinists who claim to have supplied 
the movement with its ideological un- 
derpinning, though some political quar- 
ters assert that Islamabad through the 
chief minister of Sindh, Syed Ghaus Ali 
Shah, encouraged the immigrant revolt 
to break the backbone of the religious 
fundamentalist parties. 

Abdul Hafeez Pirzada, who master- 
minded the 1973 constitution of Pakis- 
tan and is now a leader of the Sindh- 
Baluch-Pakhtoon Front, argues that the 
rise of MOM merely indicates that the 
earlier compact between the various 
nationalities in Pakistan is broken and 
needs to be drawn afresh. He thinks that 
it would not take more than a few years 
for the regime in Islamabad to admit 
this reality. — Salamat Ali 


for trade and currency manage- 
ment. 

None of these choices are 
ones which Tokyo would want 
to exercise. None would be 
taken lightly or to hurt the US 
deliberately; indeed, Tokyo 
would vastly prefer to be side- 
by-side with Washington. But 
the US should not underesti- 
mate the ability of this Pacific 
nation to move in new direc- 
tions as a hedge against what it 
perceives to be an impatient 
and arrogant ally, in accor- 
dance with a strategy which 
says, "the costs of antagonising 
the US are less than the benefits 
of a more independent course." 

Japan is, after all, gaining 
confidence. Despite the soaring 
yen, which ought to have maimed 
the big exporters on whom everyone be- 
lieved the nation was so dependent, 
Japan's economic power and resilience 
seems more extraordinary than ever. 

While the US begins to slash many 
of its federally funded programmes, 
Tokyo's research and development 
mushrooms. It is preparing to overhaul 
its entire education system. Infrastruc- 
ture development is in full swing. 

To top it off, the country is increas- 
ingly governed by a new generation not 
preoccupied with Pearl Harbour or its 
aftermath, but with the future. 

None of this is to say that Japan 
should not be pressured from outside 
for more and faster change. Even Ja- 
panese officials who must struggle with 
their own recalcitrant colleagues want 
help from abroad. It is just that this 
summit is the wrong time and the wrong 
setting to twist arms. Takeshita de- 
serves a chance, for his sake and for the 
Us’. 


SRI LANKA 


Militants and ministers 


Rebels and cabinet members snipe at the government 


By Manik de Silva in Colombo 


paeent Junius Jayewardene is 
facing the toughest period of his 
presidency. Divisions within his cabinet 
have resurfaced, compounding the 
problems of the minority Tamil in- 
surgency in the north and east. Majority 
Sinhalese subversives in the south have 
continued to demonstrate their ability 
to strike at will, despite the president’s 
public pronouncements that he would 
finish them off in weeks. 

An Indian peace-keeping force 
(IPKF), now more than 35,000 strong, 
has not yet been able to break the back 
of the Liberation Tigers of Tamil Eelam 
(LTTE), the dominant Tamil separatist 
group. The IPKF took control of the 
northern Jaffna peninsula after a major 
offensive in October. But in recent 
weeks, the LTTE has shifted its base to 
the eastern Batticoloa district and 
shown that it has not been crushed, even 
in Jaffna. Recent LTTE bombings in 
Jaffna have delayed the return of nor- 
malcy in the north. 

There is little doubt that the IPKF 
has made progress in disarming the 
LTTE in Jaffna. The Indians have un- 
earthed large caches of rebel arms in the 
peninsula. Since the beginning of the 
month, five rebel boats ferrying arms 
from the north to the east have been 
sunk by the Indian Navy. 

Despite these reverses, the LTTE 
has been attempting to pressure Jaffna 
civilians not to allow Colombo to restart 
its civilian administration. Posters are 
prominently displayed and handbills 
have been distributed demanding that 
public servants stay away from their of- 
fices. Cooperation with the IPKF, the 
posters threaten, will mean death. 

In a counter-propaganda drive, the 
IPKF has been displaying its own post- 
ers promising the citizens of Jaffna that 
they will be protected. But to the people 
of Jaffna, the repetition of recent events 
in Batticoloa — where the LTTE clash- 
ed with both the Sri Lankan police and 
the IPKF in heavily populated areas, re- 
sulting in dozens of civilian deaths — is a 
dangerous possibility. 

In the east, the rebels have been fol- 
lowing a strategy of exposing Muslim 
civilians to crossfire in an effort to alien- 
ate Muslims from the IPKF. Problems 
in Batticoloa, the eastern provincial 
capital! have been compounded by 
police reprisals in the local bazaar fol- 
lowing the killing of an off-duty police- 
man and the wounding of two other con- 
stables soon after Christmas. A sniper 
fired at the policemen, provoking the 
reprisal in which at least 19 civilians 
were killed and dozens of shops gutted. 
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The IPKF too has been having its 
own problems with the Muslims of the 
east. IPKF activities triggered by the 
LTTE have cost several Muslim lives. 
Colombo, as well as the Indians, has 
played down these incidents which at- 
tracted international attention. The 
Muslims themselves decided to take on 
the LTTE at Kattankudy, a Muslim 
town of 50,000 people on the outskirts 
of Batticoloa, between 29 December 
and 1 January, resulting in the killings of 
some LTTE district leaders and 30 Mus- 
lims. 

The IPKF is confident that if the 
public would cooperate in helping arrest 
LTTE followers, the problems in the 
east could be quickly eliminated. Maj.- 
Gen. Jameel Mahmood, the IPKF’s 
eastern commander, told Transport 





Indian official with Jayewardene : cabinet divisions. 


Minister M. H. Mohamed, whom 
Jayewardene sent to the east to sort out 
what appeared to be a deteriorating 
situation, that it was essential the public 
should keep the IPKF informed of 
LTTE activities. If the Indians had the 
necessary information, they could act 
against the LTTE, he said. 


R:»s in the Indian press have ex- 
pressed concern that the IPKF has 
been slow in dealing with the LTTE in the 
east. These criticisms have not taken 
into account India's reluctance to ex- 
pose the east to a Jaffna-style operation 
which caused a lot of civilian deaths. 

In the south, the Janatha Vimukthi 
Peramuna (JVP — people's liberation 
front) and other subversive groups have 
continued to make sporadic strikes after 





the 23 December assassination of 
Harsha Abeywardene, chairman of the 
ruling United National Party (UNP). 
Abeywardene's killing came three days 
after Jayewardene had toured the trou- 
bled southern districts and made several 
hardline speeches vowing to liquidate 
the subversives within two weeks. 

While some of Jayewardene's oppo- 
nents chose to regard the Abeywardene 
killing as a response to his speeches, in- 
vestigations suggest that the assassina- 
tion plan had been in place for some 
time. “The speeches may have influ- 
enced the timing, but the people who 
did it could not have mapped it out in 
three days," an investigator said. 

An attack on a police station in the 
Ratnapura district, southeast of Col- 
ombo, a week after the UNP chairman 
was killed, seriously disturbed the au- 
thorities. An armed group raided the 
police station, locked up the policemen 
and escaped with arms and explosives. 
The inspector-general of police con- 
ceded that there had been security 
lapses at the police outpost. 

The opposition has accused the UNP 
of organising its own “Green Tigers” 
militia to counter the southern 
subversives who have made 
UNP supporters their special 
targets. Asked about this 
group récently, Jayewardene 
said that his party's MPs were 
asking for protection. It was 
not possible for the govern- 
ment to cover the large 
number at risk, and some au- 
xiliaries were being used to 
provide protection to MPs and 
some others. These people 
had to work with the police, 
Jayewardene said. 

Local press reports said 
about 500 auxiliaries, includ- 
ing some former JVP members, 
have been given small-arms 
training and are available in 
areas where UNP members 
are under threat. The govern- 
ment has neither confirmed 
nor denied the reports. 

Adding to Jayewardene's 
problems are speeches by some of his 
ministers demonstrating dissension 
within the ranks of government. Wind- 
ing up the recent budget debate, Fi- 
nance Minister Ronnie de Mel told par- 
liament that a 1982 referendum, which 
extended the incumbent legislature's 
term by six years, was the cause of many 
of the country's problems. Shortly after 
de Mel’s controversial speech, Mohamed 
said there would be no general elections 
this year, despite demands for a poll by 
de Mel, among others. 

Prime Minister Ranasinghe Pre- 
madasa made a speech which analysts 
believe was loaded with innuendoes. It 
indicated clearly that Premadasa was 
pushing for a reappraisal of policies on 
Tamil separatists, as well as on the 
southern subversives. R) 
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MANILA 

Above all our many fine 
assets, the warmth, efficiency 
of our staff creates that 
special 'Home Away From 
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inspires our guests to return 
again and again. 
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restored treasury buildings 
combined with the most 
modern facilities and 
personalised service create 
the ideal business address in 
Sydney. 

Stefan Bokaemper 

General Manager 

Hotel Inter-Continental Sydney 
Sydney 


BANGKOK 

"We call ourselves the 
Business Resort ..... 

We're right in the centre of 
town, yet we're a low-rise 
hotel surrounded by 26 acres 
of gardens. This, together with 
our warm traditional Thai 
hospitality, is the reason why 
our guests keep coming 
back." 

Daniel Desbaillets 

General Manager 

Hotel Siam Inter-Continental 
Bangkok 








€ IT appears that signwriters of New 
Delhi do not believe in goulash com- 
munism judging by this notice board in 
the city streets: 





€ OUR cover story this week features 
an examination of why India’s public 
sector is relatively inefficient — not only 
the babus of the bureaucracy, but the 
state-run industries, the public services 
and so on, plus the implementation of the 
jungle of controls, regulations and li- 
cences which entangle the private sector. 
Language plays a great part in reducing 
performance — not only because of the 
barriers between the myriad tongues of 
India itself, but simply because of the 
sheer love of language for its own sake. 
So many letters, memorandums, re- 
ports, studies and books are penned by 
people who appear to be intoxicated by 
the exuberance of their own verbocity. 
@ DYNAMISM in plenty is to be found 
in the private sector's prose. About this 
time last year some friends of mine re- 
ceived a communication from an or- 
ganisation which was putting together a 
Who's Who of Asia and were informed 
of the good news that their names had 
been selected for inclusion. The letter 
went on: *Reference Asia in a number of 
volumes concatenated at intervals is 
aimed to congregate and emicate Asian 
fame and notability of its living people 
to emmove commensure and interna- 
tional understanding.” 

e THE language employed by PR 
copy-writers in India suffers from even 
higher blood pressure. One ad in the 
Appointments Vacant section of Busi- 
ness India was evidently headhunting 
executives for jobs in a firm specialising 
in man-made materials and garments. 
Although Indian scholars who study the 
Indianisation of English, such as Dr M. 
P. Jain of the Indian Institute for 
Technology, has some reservations 
about the ungrammatical usages and in- 
correct idioms which are developing, he 
argues that Indian English must have its 
own colour — and this language is cer- 
tainly full of life and colour: 


Please Note: 


You need a dynamic change 
to enrich your skill woven 
in synthetics fabrics. We 
can bring you the track to 
tramp upon. Think loud, if 
yes, go ahead. 
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TRAVELLER'S TALES 


Company Secretary 
Finance Manager 
1. Half-grey-haired executives 
2. Must be waist-deep in their field of 
activities. 
3. Must be having the know-how and the 
do-how of the latest developments in 
respective fields. 


Sales Manager 
Area Sales Manager 
4. Must go the whole hog-hug to keep 
things going. 
5. Must spearhead the company growth. 
6. If you fit our bill we'll take care of your 
purse. Hence write to us. 


As A. C. Bose, who spotted the ad 
comments, “It conjures up a delightful 
image of a half-grey executive, waist- 
deep in active fields of how-de-do, 
spearheading growths.” 

Or take this lively notice photo- 
graphed by Christine Pemberton; it is 
perfectly sound grammatically, just not 
quite how it would be expressed 
elsewhere (and all the better for it): 


BEWARE 
FAKE SCULPTU 
AND COINS ARE 
SOLD IN PLENTY 

AROUND HERE 


e BUT the ad for Lovejoy products 
from Rathi Engineering Works of 
Poona, spotted by Dr M. S. Prabhak- 
ara, is salesmanship of a high order. 


LOVEJOY MEANS 











e WHILE another item from the Ris- 
ing Nepal retells a gory AFP story from 
Chicago which deserves to be run in full, 
as the final misprint makes the end even 
stickier. 


Shopper Chops 
Hand Off 


Chicago, July 19 (AFP): 

A S8 (fiftyeight) year-old man who 
said he just wanted to browse in à 
hardware store grabbed an axe from a 
display and chopped off his left hand, 
witnesses said. 

"We heard some thumping," said 
George Hill, owner of the store. "After 
four, five, six swings, he had chopped his 
hand completely off at the wrist." 


The.man, Roy Mills, gave no reason 


for the maiming. Eyewitnesses said Mr. 
Mills stumbled a few times as he walked 
to a doorway with blood streaming from 
the stump, and finally fell down some 
basement stairs. 


He was taken to a hospital where sur- 
geons were deciding whether the hand 
could be reattacked. 


@ OVER in Sri Lanka, the coffee shop 
by the Lavinia Hotel's pool offers food 
by the boxful: 


THE POOL TERRACE 
OVER LOOKING THE SEA 


A LA CRATE MENU 





And Tissa Devendra sends a head- 
line from the Sri Lankan newspaper /s- 
land which is most puzzlesome (as some 
would say), unless they are teaching the 
use of oral contraceptives: 










Dental clinic by 
Family Planning 
Association 


€ ONE pretty safe prediction one can 
make for 1988 is that AIDS will con- 
tinue to supply plenty of sensational 
scare stories for the world's press. 
Another is that poor headline writers 
functioning in their second language 
will continue to be uncertain in differen- 
tiating between the disease and assist- 
ance programmes in the plural — some 
examples of which I ran a few weeks 
ago. There are others; this one from 
Kathmandu's Rising Nepal: 


Sri Lanka Needs Aids 


For Rehabilitation 


And this from the Indian Express: 


Aids distributed 
to handicapped 








e ACROSS in Riyadh, K. J. Hodgkin- 
son-Price spotted an item in the Saudi 
Gazette which shows that South Korean 
family names can supply a whole new di- 
mension to the subject: 


Bum cure for AIDS 


SEOUL, April 22 (R) — A South Korean 
herbal doctor said today he thinks he has à 
cure for AIDS and is inviting 20 sufferers of 
the. disease to try out his potion free of 
charge. 

Kim Hak Bum, who has set up an 
incurable disease research institute in Tae- 
jon, is so confident of his product that he is 
advertising in the Korea Herald oftering 
"liberation from AIDS." Kim, 48, told 
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THE Fine Art Or FLYING 


by Jesus Soto 
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Air France recently commissioned a series of artists to capture its new spirit: 
The Fine Art of Flying. This composition titled, Linear Movement, was 
conceived by the Venezuelan artist and world traveller Jesus Soto. His work. 
exploring matter, space and their relationship with time, is on permanent 
exhibition in many museums around the world. 


ARTS & SOCIETY TAIWAN 


Sweet sorrow for 
those long parted 


By Shim Jae Hoon in Taipei 


aiwanese who recently visited main- 

land China to be reunited with fam- 
ily and friends for the first time in 30 or 
even 40 years, have returned with a be- 
wildering mixture of emotions and im- 
pressions that will have far-reaching 
psychological, social and political impli- 
cations on both sides of the Taiwan 
Strait. 

The pain of prolonged separation 
has become more acute for those who 
have travelled to the mainland and seen 
that their relatives are alive and well. 
For Chinese on both sides of the strait, 
where troops from the mainland and 
Taiwan still face each other four de- 
cades after the civil war, the separation 
for political reasons induces domestic 
strains. For thousands of years, a tightly 
knit family and clan system has formed 
the bedrock of Chinese culture and 
civilisation. 

Since Taiwan officially lifted the ban 
on mainland visits for family reunion 
purposes on 2 November, as part of a 
growing trend by the ruling Kuomin- 
tang (KMT) towards political and social 
liberalisation, more than 18,000 people 
have applied for travel permits, accord- 
ing to Red Cross officials in Taipei. Red 
Cross officials process up to 400 applica- 
tions a day, from people all over 
Taiwan. 

Few officials can be sure how many 
will eventually apply to go, as many 
people had previously defied the ban, 
by ostensibly applying to visit other 
places. One figure has about 10,000 
Taiwanese visiting the mainland in 
1986, mainly to meet relatives, but the 
number of unrecorded visits is thought 
to be much greater. 
Another figure for the 
same year has about 
220,000 Taiwanese 
and other Chinese vis- 
iting Hongkong, the 
main gateway to 
China. 

The large number 
of reunions recently 
has provided many 
tender and emotional 
moments. In Taipei, 
the eyes of Xia Zi-xun, 
a 58-year-old building 
cleaner, were moist as 
he recounted his meet- 
ing in August with his 
80-year-old mother 
and six brothers and 
sisters whom he had 
not seen for 39 years. 
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Taiwanese queue for travel permits outside the 





Xia: tearful reunion. 





Xia, conscripted into the KMT army 
at the age of 15, dimly remembers leav- 
ing his native Hefei county in Anhui pro- 
vince in the winter of 1949. Arriving at 
Lukang airport on his first visit to Hefei 
since, Xia raised a piece of white paper 
on which his name was written high over 
his head. This was the way his family 
could recognise him. 

“My family rushed towards me. We 
embraced and wept and wept," Xia re- 
called. 

And before the excitement of that 






"m 





Red Cross offices. 


first meeting had a chance to wear off, 
he experienced another poignant mo- 
ment — seeing, his childhood fiancee, 
to whom he had been betrothed at the 
age of five by parents who had followed 
the ancient Chinese custom of child- 
hood engagement. He scarcely recog- 
nised her; he was 15 the last time they 
stole a glance at each other. At a family 
dinner, Mrs He — a peasant's wife and 
mother of five children — said to Xia 
with tears in her eyes: “I’m sorry I did 
not wait for you." 

“I said to her that I, too, was sorry I 
did not wait for her," Xia related. “I 
said it was not her fault that we're not 
married. It was the fault of [China's] 
civil war." 

Jiang Shi-chang, a Taipei music 
teacher who has made two unofficial 
trips to his native town on Taisan island 
in Zhejiang province, felt psychologi- 
cally liberated at seeing his family, first 
in 1982 after 32 years, and then on a sec- 
ond trip in July 1987. 

Before he saw his parents, who are in 
their mid-70s, and eight brothers and 
sisters, Jiang had been trouble and de- 

ressed by bad dreams. “I would see my 

amily in my dreams, and I'd always 
wake up crying in those dreams." Now 
his nightmares have disappeared and his 
melancholy has passed. 

Jiang takes particular pride in an 
album full of newspaper clippings of ar- 
ticles he has written on the American 
TV series Roots which he used in his 
campaign calling for family reunion 
visits to be given official blessing. *Our 
home [China] is our roots, and family is 
the fountainhead of everything," said 
Jiang, a teacher, who intends to take full 
advantage of the government's one- 
visit-per-year programme. 


ia is equally astonished at the trans- 

formation in his moods and temper- 
ament since seeing his mainland family. 
Before he went, he would often lose his 
temper over trivial 
matters. “Now, I feel 
easy and happy... My 
wife and friends [tease] 
me for knowing how to 
control my temper," 
Xia said. 

While Jiang is mak- 
ing plans to send a col- 
lege-age daughter to 
meet her grandparents, 
Xia wants to devote his 
next trip entirely to 
sightseeing. He is look- 
ing forward to seeing 
Peking, the Great Wall, 
the famed sights of 
Guilin in Guangxi pro- 
vince, but above all, 
the highly acclaimed 
Yellow Mountain in 
his own Zhejiang pro- 
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vince. “Huixiang louduan!” (the road to 
home is short!), as Jiang gleefully re- 
peats. 

There are tens of thousands of el- 
derly Taiwanese who are eagerly await- 
ing their own family reunions. But for 
the sons and daughters who have been 
brought up in Taiwan, the excitement is 
more tempered. Far better educated 
than their elders, and free from emo- 
tional and psychological attachments, 
these younger people seem much more 
sober and realistic in their expectations, 
even to the degree of appearing dispas- 
sionate. 

Their expectations are influenced 
perhaps by the KMT's propaganda on 
China, which claims that the communist 
system on the mainland is on the brink 
of collapse, or conversely by the rela- 
tively pragmatic political outlook which 
has been fostered by the island's free 
enterprise spirit. The questions posed 
by the younger generation to those re- 
turning from the mainland focus mostly 
on living standards, investment pros- 
pects and chances of political rap- 
prochement with Taiwan. 

Typical of this generation might be 
Hsu Lu, a young, articulate journalist 
from the Independence Evening Post, 
who attracted international attention 
in September when she, along with a 
colleague, became the first Taiwan re- 
porters openly to visit the mainland on a 
journalistic assignment since the end of 
the civil war. What left the most endur- 
ing impression was not so much the vast- 
ly inferior living standards — that she 
had expected — as the closed nature of a 
communist society. 

“We were too different in the way of 
variety and social atmosphere," she told 
the REVIEW. With its economic vitality 
and growing trends towards political 
pluralism, Taiwan appeared to her to be 
increasingly divorced from China. 
Meeting intellectuals and officials on 
the mainland, she even sensed a vague 
hostility towards Taiwan stemming 
from what she regarded, interestingly, 
as *China's" arrogance towards a small 
neighbour. *Such hostility created by 40 
years of propaganda and education dis- 
mayed us," she said. This, she felt, 
could only diminish mutual trust. 

Hsu's perception might indicate how 
the younger generation here generally 
views the subject of reunion. The more 
she travelled in the mainland, the more 
she thought about Taiwan's own future, 
and the need, as she described it, of de- 
veloping and protecting its own iden- 
tity, vitality and dignity. "This trip 
taught me that we ought to be much 
more confident about ourselves," she 
concluded. 

So it would seem the immediate im- 
pact of the reunions will be confined to 
the older generation. But even if some 
of these were to try and resettle in 
| China, they may discover that their 
roots have been transplanted forever to 
Taiwan. Oo 


Wei: cast into a ‘memory hole.’ 


DISSENT 





Political prisoners 
hidden in the new era 


By Geremie Barmé 


n mid-November 1987, Amnesty In- 

ternational announced it had received 
unconfirmed reports that Wei Jing- 
sheng, the leading “Peking Spring” 
dissident and champion of China’s “fifth 
modernisation” had died in a labour re- 
form camp in Qinghai, China’s penal 
province. Wei, the most prominent of 
the Democracy Wall activists, had 
claimed in 1979 that the Four Moderni- 
sations would flounder without a fifth — 
democracy. 

One of the last known “sightings” of 
Wei was in 1984, when Liu Qing, a fel- 
low dissident and jailed editor of the 
journal April Fifth Forum reportedly 
came across him in a corridor of Anding 
Hospital in Peking. Wei, who for years 
had been in solitary confinement, failed 
to recognise Liu or his surroundings, in- 
dications that he was suffering from 
severe schizophrenia. 

Within days of the Amnesty report, 
the Chinese let it be known that Lu Lin, 
one of the co-editors of Wei’s political 
journal Exploration has been released 
from custody in August, though he re- 
mains under close surveillance. The 
timing of the leak, given the fact that the 
information post-dated the event by 
nearly three months, provided a posi- 
tive propaganda counterpoint to Am- 
nesty’s report on Wei. Similarly, it has 
also been made known that Liu Qing’s 
brother, Liu Nianchun, was also re- 
leased in 1987 and is reportedly running 
a clothing stall in Peking. 

Shortly after these disclosures, a 
spokesman for the Chinese Ministry of 
Justice dismissed reports about Wei's 
demise with the terse statement that 
Wei Jingsheng “is not dead.” However, 
he declined to provide any details of 
Wei’s present whereabouts, or the state 
of his health (Amnesty had claimed Wei 
had lost his hair and teeth). 


The Chinese regard themselves as 
superior to the Soviet Union: they claim 
they have no political prisoners. Wei 
and his fellows were all supposedly ar- 
rested and jailed for breaking the law 
through creating public disturbances, 
espionage or pamphleteering. Yet, as 
China increasingly abandons the outer 
paraphernalia of Maoism, the sub- 
stratum of its Soviet socialism is re- 
vealed. 

In the interview given to Der 
Spiegel’s Tiziano Terzani last summer 
(REVIEW, 22 Oct. ’87), Fang Lizhi ad- 
mitted that Wei, a lowly worker, had 
easily been disposed of by the Chinese 
Government. “A worker who has done 
something objectionable can easily be 
removed,” he commented, but, “the 
power of the intellectuals is relatively 
great. Wei spoke 10 years ago. Today, I 
speak like he did. In 10 more years more 
scholars may perhaps equally speak 


Although there have been no official 
reactions to that interview, either in 
public or private, Fang has been told 
that “it left a deep impression on the 
politburo.” In fact, within days of its 
publication in early August, the inter- 
view was being studied in translation by 
politburo members at the Beidaihe 
summer summit. Shortly thereafter, it 
was distributed to “cadres of army level 
and above" (over 20 million throughout 
China) for criticism prior to the 13th 
party congress. 

It was withdrawn suddenly when it 
was found that Fang's comments were 
drawing too much praise in party ses- 
sions. Of all of the controversial re- 
marks in the interview — Fang's 
critique of Marxism, his claim that apart 
from success in sports, the communist 
party has achieved nothing in 30 years, 
and so on — his open support for Wei 
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may have most surprised many outside 
observers. But not so the party leader- 
ship. According to sources in Peking, 
they were far more disturbed by the 
statement that Fang’s next target for 
“attack” was Marxism itself. No one 
seemed particularly perturbed by 
Fang's reference to Wei. 

Fang himself speculates the reason 
for this is that the party is confident that 
it has managed to obliterate totally any 
memory of Wei; except for some people 
in Peking, no one even knows who Wei 
is or what he said. Indeed, apart from a 
few desultory references in Deng Xiao- 
ping's Selected Writings. Wei has effec- 
tively been cast into a Chinese *memory 
hole," one of those media black, back 
holes into which socialist states off-load 
embarrassing non-people and non- 
events. And in a country which is suffer- 
ing severely from political ennui, scat- 
tered references in the writings of the 
paramount leader virtually assure Wei 
anonymity. 

Ironically, it was Deng himself who 
momentarily revived the memory of 
Wei in his visceral -& 
"reading the riot act" 
speech of 30 December 
1986. After attacking 
Fang, his fellow trou- 
ble-makers and “their 
layer of protection in 
the politburo" (Hu Yao- 
bang) Deng dismissed 
doubts that drastic ac- 
tion could prove em- 
barrassing internation- 
ally. 

" A few years ago we 
punished some expo- 
nents of liberalisation 
like Wei Jingsheng who 
broke the law," he de- 
clared. *We've arrest- 
ed him and we're not 
going to let him go. Has 
this brought discredit on us? No, 
China's image was not damaged." 

Deng obviously is satisfied that his 
handling of political dissidents has not 
any untoward repercussions overseas. 
His editors may have advised caution, 
however. While included in the inner- 
party transmissions of Document No. 1 
for 1987, this reference to Wei was sub- 
sequently edited out of the official text 
of the speech. 

When, some six months after Deng 
made this statement, Fang claimed Wei 
to be the precursor of China's post-Mao 
struggle for democratisation, it looked 
as though Wei had unexpectedly been 
salvaged from the memory hole. Yet as 
General Secretary Zhao Ziyang said in 
his 13 May 1987 speech on propaganda 
work, "bourgeois liberalisation has 
been deprived for a forum, fewer peo- 
ple are making erroneous comments 
about rejecting the leadership of the 
party and socialism, and our papers 
won't print those who do." 

In 1987, exactly 30 years since he ad- 
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Democracy Wall; Zhao: unsettling situation. 


ministered Mao’s Anti-Rightist Cam- 
paign, Deng himself ordered a purge of 
intellectuals and cultural figures. On the 
surface, there seem to have been few 
victims, but in terms of cultural devasta- 
tion (banned books, films and general 
apathy) and the widespread suppression 
of legitimate intellectual discourse — 
even of the kind that has been so suc- 
cessfully plagiarised by party ideologues 
in their reform policies — 1987 was a 
very bad year. 

Now Deng, the guiding hand behind 
this purge and the four political move- 
ments that pre-date it, has finally with- 
drawn “to rule from behind the screen” 
in the style of the late Qing Empress 
Dowager. (The other movements are: 
the anti-liberalisation movement of 
1979; the attack on negative tendencies 
in art and culture in early 1980; the de- 
nunciation of Bai Hua and bourgeois 
liberalisation in 1982, and the anti-spiri- 
tual pollution campaign of 1983-84.) 

Zhao has been left with the unsettl- 
ing situation of having to deal with a 
number of internationally recognised 
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and increasingly vocal intellectuals 
whom he has helped persecute, at the 
same time as having to display a serene 
human face to the outside world. 


BH ut Zhao is used to living with such 
contortions of dialectical material- 
ism. Just after the Cultural Revolution 
he was instrumental in rehabilitating the 
authors of the famous Li Yizhe Canton 
Poster which made the first attack on 
Mao's feudal socialist rule and proposed 
the Marxist democratisation of China. 
The ideas of the three writers have been 
increasingly incorporated into party po- 
licy, but while the other two members of 
the group are free and prospering, 
Wang Xizhe, the theoretical brains be- 
hind their work, was rearrested in 1981 
and sentenced to 14 years in jail for 
"counter-revolutionary activities." It 
remains to be seen whether Zhao will 
bother to yet again rehabilitate this ob- 
viously much-wronged man with whose 
case he is so familiar. 

The recent quick reaction to reports 
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of Wei’s death would certainly seem to 
indicate that the party is becoming more 
responsive to the outside world. Yet it 
would be naive to regard this respon- 
siveness as anything other than a cal- 
culating utilitarianism, another facet of 
China’s open-door public relations. It is 
more than likely that a massive and 
punitive investigation is presently under 
way in China’s labour camps to find out 
just where the latest rumours about him 
originated. 

When Zhao and his four besuited 
politburo colleagues did the rounds of 
the international press at the closing of 
the 13th party congress on 2 November 
wine glasses in hand, reporters seemed 
to be falling all over themselves in 
hailing the “new era.” Their eager- 
ness was understandable. They were 
there for a story, drama and intrigue. 
Then suddenly, on the last night, the in- 
ternational press corps was presented 
with a squeaky-clean new politburo, 
smiling, joking, and within hand-shake 
range. It was a televised PR circus at 
which the international press, as well as 
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the Chinese, were the performers. That 
Deng had leaked the details of the con- 
gress’ decisions to visitors months be- 
fore delegates even had a chance to vote 
was generously overlooked. 

But what may have appeared to be 
wit and candour to outsiders left any 
number of Chinese groaning in disbelief 
that their Marxist-Leninist rulers can 
get away with such obfuscating double- 
think in front of supposedly tough- 
minded foreign journalists — who, some 
Chinese complained, failed to take ad- 
vantage of this unique opportunity to 
ask really hard questions. For example, 
when one asked whether there is free- 
dom of expression in China, Zhao re- 
plied: 

“There certainly is. However, there 
is no absolute freedom. There is no such 
thing as absolute freedom in any coun- 
try. Don't you still need a passport to 
travel overseas? You can't enjoy abso- 
lute freedom either, can you?" Accord- 
ing to Xinhua this reply resulted in peals 
of merry laughter. LH 
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nghai in 1925 and today: a half-century of turbulent change. - 





Seeds of a revolution 


Shanghai: Crucible of Modern China by Betty Peh-T'i Wei. Oxford University 


Press, Hongkong. HK$85 (US$10.80). 


magine Hongkong Island governed 

from the first not by a governor, but by 
an urban council. Imagine this urban 
council being made up of, and elected 
by, wealthy non-Chinese ratepayers. 
Imagine that these members were pre- 
dominantly British, but included Ame- 
ricans, Japanese and Germans. 

Imagine that the consuls of these na- 
tions were not members of this council, 
but would restrain it if it acted against 
the terms of the treaties which their na- 
tions had made with China. Imagine 
that the ambassadors in Peking could do 
the same. Imagine that this urban coun- 
cil ran the Hongkong Volunteers 
as well as the police, and could and did 
order them into action. If this, as Ale- 
xander Haig used to say, boggles your 
mind, prepare to have it boggled 
further. 

Imagine now that a portion of Hong- 
kong was not governed in this way at all. 
Imagine it was legally a separate terri- 
tory altogether, governed by the French 
consul under French law. You have just 
imagined roughly — well, pretty exactly 
— what Shanghai was actually like for 
much of the period during which it was 
what Betty Peh-T'i Wei aptly calls the 
crucible of modern China. 

It is one of the two chief merits of 
this book that Wei explains dispassion- 
ately how these anomalies came about 
and how the whole hotch-potch not 
only survived but even worked — at 
whatever cost in human misery — as the 
dynamo of China's modernisation for 
100 or so years from 1843. Why was it 
Shanghai rather than the other conces- 
sions wrung from China after the first 
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Opium War that performed this function? 

The other chief merit of this book is 
that Wei, unlike most authors of Eng- 
lish accounts for the general reader, has 
partly answered this question too. 
Shanghai was not, as some Western au- 
thors have suggested, built up from 
scratch like Hongkong. It was already 
a sizeable community, favourably 
situated, as the East India Company 
shrewdly noticed, for trade. Hence, 
alongside the foreigners’ Shanghai 
there developed Chinese Shanghai, 
quickly learning and adapting the inva- 
sive foreigners' entrepreneurial and in- 
dustrial skills. Wei, with access to 
Chinese sources which most English- 
language histories have lacked, has cor- 
rected the ethnocentric view in many of 
them that Shanghai was entirely the cre- 
ation of the foreigners. 

The Shanghai dynamo generated 
more than industrial and commercial 
power. It was in Shanghai — mainly 
foreign Shanghai, for there they were 
safer — that many of the political 
and cultural currents were produced 
which ultimately transformed China. 
Everyone who knows anything about 
modern China knows that the com- 
munist party was founded in Shanghai. 
Wei briefly traces the careers of other 
reformers and revolutionaries as well, 
and shows what a debt many of them 
owed to some of the early missionaries 
who, unlike the businessmen, learned 
Chinese and introduced Western social 
ideas into China. 

Wei does not whet any ideological 
axes. She challenges the Marxist view of 
the compradores of the great hongs as 
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running dogs and exploiters of their own 
people (not a view which perhaps com- 
mends itself in China today). They 
amassed fortunes far greater than their 
employers’, yes; but they used the 
money lining their pockets to oil the 
wheels of the dynamo, which would 
have turned more slowly without them. 
On the other hand, she reveals — the 
more tellingly for her lack of rhetorical 
comment — some stunning facts about 
workers’ conditions in mills at least as 
dark and satanic as those which the for- 
eigners’ own governments had already 
reformed at home. 

As late as the 1920s, for instance, 
when investment returns on manufac- 
turing in the US were between 84% and 
94%, they were between 100% and 
400% in Shanghai, and American work- 
ers were earning five to 10 times the 
highest wages paid to comparable work- 
ers in Shanghai. Among the incentives 
to dedicated work in one Shanghai tex- 
tile mill in the same period was a table of 
wage deductions. The tariff included 
combing hair in washroom (one dollar); 
looking out of window while at work 
(five cents); using lifts (five cents). 


mall wonder then that the com- 

munist proselytisers were active and 
successful. But why was there never any 
shortage of labour? The answer is indi- 
cated in a chilling statistic: between the 
18th and 19th centuries the population 
of China almost doubled while food 
production remained about the same. 

The underpaid and overworked 
labourers of Shanghai performed, and 
paid the cost of, its economic miracle 
because they were still worse off in the 
countryside than in the mills. Whether 
the rickshaw coolies and the casual un- 
skilled labourers were is another ques- 
tion. In 1935, the first year for the com- 
pulsory registration of deaths, there 
were 5,727 “exposed corpses” recorded 
— those people who simply died in 
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the streets and had no one to bury them. 

But there was a lighter side too. 
There nearly always is. Wei records 
some of the pleasures of life — mainly 
earthy pleasures — available to both 
rich and poor. And she relates some 
amusing anecdotes, a few of which I had 
never heard before. I particularly liked 
the story of the flamboyant Chinese, in- 
censed by the rich foreigners’ arro- 
gance, who hired four poorer foreigners 
to carry his sedan chair, and, when he 
alighted, to hold the long skirt of his 
gown so that it did not trail on the 
ground. 


ASIA 


But there are some stories — true 
stories — which Wei leaves out. One 
with a special relevance to her theme is 
that of a certain Mason, an English of- 
ficer in the Chinese Customs, who de- 
cided to make himself emperor, and 
plotted to march on Peking at the head 
of a Chinese secret society. So at least 
he claims in his autobiography. There is 
no doubt, however, that he was ap- 
prehended while gun-running and even- 
tually interned in the British jail in the 
international settlement. His sub- 
sequent discreet deportation greatly 
displeased the Chinese authorities, who 


Odyssey of an observer 


An Eye for the Dragon, Southeast Asia Observed, 1954-1986 by Dennis Blood- 
worth. Times Books International, Singapore. S$29.90 (US$14.95). 


iH is is a splendid mix of scholarship 
and the gusto, pace and phrase- 
making required for the lead story of a 
Sunday newspaper: sometimes Blood- 
worth thunders like a decline-and-fall 
historian, at others he is fleshing out the 
reader's knowledge of Southeast Asia 
with snippets that might have come out 
of Andy Capp or Wizard of Id strip car- 
toons. Chief Far East correspondent for 
London's Observer for a quarter of a 
century, he has updated this book — a 
great success when it first appeared in 
1974 — both by slimming down and ex- 
panding the first 33 chapters covering 
the period 1954 to the Year of the Tiger 
1974; then he has added eight new chap- 
ters to the 34th chapter and called this 
section The Aftermath. 

The period includes another Tiger 
year — 1986 — and saw the world of 
Southeast Asia turned upside down. It 
all makes a splendid read, a vademecum 
that all serious visitors should carry with 
them, with a full synopsis of events at 
the back. 

He chides people who would have 
young Asian states fight communists 
with constitutional liberty, saying that is 
like tackling an armed thief according to 
Queensberry Rules; they should be res- 
cued from their own scruples. During 
the visit of then Soviet leader Nikita 
Khrushchev to once-Dutch Jakarta, a 
correspondent pointed to the piggy- 
eyed poster of Mr K. on a nearby hoard- 
ing and said to his confused trishaw 
driver: “Who is that fat Dutchman?” 
"That's no Dutchman, that's the King of 
Thailand," came the reply. 

The Vietnamese, whom Bloodworth 
finds guilty of a serene obstinacy, can 
destabilise even Soviet-bloc technicians 
by their ignorance and conceit. In 
nearby Laos he meets a mountain of a 
man, a Lao prince in sandals, white 
slacks and open-necked shirt with a 
massive leather belt around his equator. 
It is secured by a buckle not marked 
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with the up-market stamp of Gucci, 
Hermes or Yves Saint-Laurent but 
made of cheap brass and stamped sim- 
ply: “Giant.” And readers, while on the 
subject of Laos, remember that if the 
man is wearing untidy-looking cotton 
threads on his wrist they do not belong 
to a moribund shirt: they are there to 
keep his 32 souls inside his body. 

In Malaysia (“a society where all 
men are unequal”) he delights in chat- 
ting up the father of the Malay people, 
the oriental Edwardian Tunku Abdul 
Rahman, who claims (in true outrage- 
ous Asian fashion) that the Malays won 
the 1948-60 Emergency against the 
communists without for- 
eign aid (from Common- 
wealth units). 

By 1966 Burma’s Ne 
Win has sapped the power 
of the native Buddhist 
hierarchy and its sources 
of income and also has 
thrown it a sop by fling- 
ing out all foreign mis- 
sionaries, nationalising 
their hospitals and seizing 
their schools. Like Viet- 
namese generals, who for 
years vied with one an- 
other to win the approval 
or a healthy fear of the 
priests, he has learned the lesson to be 
drawn from the judgment of Paris: it is 
difficult to say which is more dangerous 
— to arbitrate between gods, or women. 

Bloodworth’s appraisal of his 
adopted countries is spiced with obser- 
vations by his Chinese wife Ping who is 
herself no slouch when making the bon 
mot: gazing at the gigantic selection of 
rich food brought to her on a tray by a 
flight attendant she looked out of the 
aircraft window for a moment and then 
said that she thought really that Asians 
were economy-class people. 

Back in his own home town Singa- 
pore, he investigated the mass hysteria 





held out that as an employee of the 
own customs service he could not clai 
the rights of extra-territoriality. 

Wei writes plainly and in the mai 
clearly. Her editor could have been a li 
tle sharper, though. Too many rapi 
developments are said to have *musl 
roomed,” and one manifestly non-fur 
goid growth (of schools and universities 
is said to have mushroomed literally 
And there are more misprints than on 
would expect from the Oxford Unive: 
sity Press. But these are minor blemishe 
on Wei’s informative, succinct an 
balanced account. — Christopher Ne 


of koro, a non-existent malady whos 
principal symptom is the sudden, di: 
concerting shrinkage of the pen 
(which Chinese sometimes call the sur 
tool). Western medicine regards this a 
a purely psychological affliction, a hys 
terical condition producing a real o 
imagined contraction. It is erroneous] 
thought that koro comes from pigs vac 
cinated against swine fever. Irrepressi 
ble Ping, who gave a buffet supper in th 
middle of the brouhaha, labelled th 
ham “Ladies Only.” 

The aftermath sets the scene for thi 
more sombre events: three dominoe 
fall — Vietnam, Cambodia and Laos — 
to the Reds as many said they would 
leaving the home of the world's dain 
tiest whores smothered by an army o 
occupation from Hanoi (rather than ar 
army of allies) with malice towards al 
and charity to none, says Bloodworth 
and with the Mao doctrine becomin; 
the reductio ad absurdam under Pol Po: 
in Phnom Penh. Malaysi: 
and other neighbouring 
states become inflamec 
by threats of "chadooi 
culture" encroachment 
from Iran. 

Singapore's Lee Kuan 
Yew applauds the clock- 
work Confucianism in Ja- 
pan, saying the Japanese 
seem to be carrying it into 
commerce — which is what 
the first US captains of in- 
dustry did to make their 
millions through the puri- 
tan values of thrift, sobrie- 
ty and simple hard work. 

A corrupt first minister in the Malay- 
sian state of Sabah demonstrates the 
problems of one-man misrule; but then, 
the older Asian neither blames nor 
praises corruption for its sweet smell is a 
part of life like the weather and hypo- 
crites. (Smuggling is traffic, traffic is 
trade and state trade is often corrup- 
tion. ) 

Meanwhile, in the early 1980s, Ja- 
panese swarmed over British golf 
courses, while Britons won the world 
karate championship three years in suc- 
cession. Yes, as author Bloodworth 
says, everything has been turned upside 
down. — Donald Wise 
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BUSINESS AFFAIRS 


Taiwan’s computer makers develop products of their own 


Send out the clones 


By Bob Johnstone in Taipei 


hen Apple introduced the Ap- 

ple II personal computer in 1978, it 
took Taiwan four years to clone it. 
When Compaq introduced the first 32- 
bit personal computer in 1986, it took 
them just two months. 

By June 1987, no fewer than 58 
Taiwan companies were showing 32-bit 
machines to their customers. Produc- 
tion of personal computers and their 
peripherals has transformed Taiwan's 
electronics industry from a US$10-mil- 
lion-a-year David in 1980 to a US$3-bil- 
lion-a-year Goliath in 1987. 

But even as they go from strength to 
strength, Taiwan's personal-computer 
producers face a daunting new chal- 
lenge. Thus far, their bread- 
and-butter has come from 
making cheaper, higher-per- 
formance clones of IBM's 
PC AT personal computer. 
Then, in 1986, IBM said it 
was discontinuing produc- 
tion of the AT in favour of a 
new machine, the PS/2. AI- 
though the PS/2 is not clone- 
proof, IBM has gone to great 
lengths to ensure that cloning 
it will not be easy. Or cheap. 
Industry experts estimate 
that by the end of the de- 
cade, PS/2-type machines 
will account for half of all 
personal-computer produc- 
tion. Only a handful of the 
Taiwan companies have suf- 
ficient resources — both fi- 
nancial and technical — to 
compete in this market. 

One such is Multitech, 
the largest computer-maker in Taiwan. 
Multitech, in which the Chase Manhat- 
tan Bank recently invested US$1.4 mil- 
lion — the bank's first venture-capital in- 
vestment in Asia — has grown from a 
US$25,000 start-up in 1976 to a con- 
glomerate with sales of US$300 million 
in 1987. The company is 80% owned by 
its workers, one reason why after IBM it 
is the most popular computer firm 
among university graduates. 

Both Multitech and Mitac started 
out as trading companies. The latter was 
responsible for introducing Intel micro- 
processors to Taiwan back in 1975. Be- 
sides selling the chips, the company also 
used seminars and workshops to teach 
thousands of young engineers how to 
use them. 

Widespread familiarity with micro- 
processor technology is the root from 
which Taiwan's strength in personal 
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Engineers developing OEM products. 


computers stems. Evans Tu, president 
of Micro Electronics, Mitac’s trading 
subsidiary, claims that one reason why 
SO Many companies were able to de- 
velop computers based on Intel’s 32-bit 
microprocessor was that just months 
earlier, his company had conducted a 
series of design seminars on the chip. 
Engineers from 120 companies at- 
tended the seminars. 

From teaching others how to use 
microprocessors, it was a short step 
for Multitech and Mitac to making 
microprocessor-based machines them- 
selves. Production began on an origi- 
nal-equipment manufacturer (OEM) 
basis (in other words, when the pro- 
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ducts hit the shops, they bear the 
wholesaler's brand name, not the man- 
ufacturer's). 

As confidence in their own ability 
grew, Multitech and Mitac moved in- 
creasingly towards marketing under 
their own names. Both companies say 
that OEM now accounts for around 
40% of their computer sales. Multitech 
evidently believes that the time has 
come to stop hiding its light under a 
bushel. Since October 1987, the com- 
pany has been spending millions of dol- 
lars to advertise its new brand name, 
Acer. 

Increasing emphasis on selling their 
own products does not mean that the 
companies are about to give up OEM, 
though. “Double business is healthy,” 
says Mitac president C. S. Ho; Mul- 
titech president Stan Shih agrees. 
"[Own-brand and] OEM sales comple- 
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ment each other." Both point out th 
the reason for OEM's continuing ir 
portance is that unless a company has 
really large network of distributor 
there is little point in trying to go 
alone. 

Overdependence on OEM sales i 
however, a problem for the rest | 
Taiwan's personal-computer maker 
“A purely manufacturing company 
mark-up is very very low," says Jot 
Liu, general manager of informatic 
systems at Tatung, Taiwan's large 
electronics company. “If you ask [cu 
tomers] for more money," Lui add 
"they go elsewhere." Tatung mak: 
5,000 personal computers a mont! 
90% of them for OEM sale 

But what really separat 
the OEM-only sheep froi 
goats like Multitech an 
Mitac is their in-house r« 
search capability. Multitec 
employs 400 engineer: 
Mitac, 200. This allows th 
companies to design and de 
velop their own product 
rather than just copy the de 
signs of others. Strictl 
speaking, this makes ther 
producers of compatible 
rather than clones. 


|: the past, cloning wa 
enough. IBM entered th 
personal-computer busines 
late and in a hurry. In orde 
to have its machine becom 
the industry standard, it wa 
in the US company's interes 
to allow cloning to flourish 
Now, however, with the introduction o 
the PS/2 series, IBM clearly intends t 
lead from the front. And this time, thi 
company seems determined to keep thi 
market under much closer control. The 
key to controlling it is a component i1 
the PS/2 known as the microchannel 
This is the means via which the compu 
ters central processor communicate: 
with peripherals such as display and dis} 
drives. 

The challenge that IBM's com 
petitors face is to duplicate what the 
microchannel does without duplicat- 
ing what it is. In this way, they avoic 
infringing IBM's copious patents and 
copyrights. With the PS/2’s predeces. 
sor, the PC AT, IBM used mostly stan- 
dard components; this time, the com- 
pany has reportedly designed and built 
most of the bits itself. 

IBM has indicated that it will license 
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ther computer makers to market their 
swn versions of microchannel — but it 
“ill not license the microchannel itself. 
hus the trick, as the US trade journal 
"omputer Systems News puts it, is to 
successfully reproduce the functions 
of the microchannel] without going 
sankrupt in the process.” 

. This is not impossible; indeed, two 
JS firms, Chips & Technologies and 
Western Digital, claim to have already 
aanaged it. Multitech and Mitac say 
ney are close behind, and promise to 
ave PS/2 compatibles ready by the 
hird quarter of 1988. 

Although the e situation regard- 
ng the PS/2 is still unclear, some 20 
irms are said to be currently discussing 
woyalty payments with IBM. When it 
omes to negotiating with the US giant, 
)ompanies that have their own pro- 
erietary technologies are in a much 
Eon position, because they can 
ross-license. Those that have none 
vill likely find that cloning the PS/2 
s an extremely expensive proposi- 
ion. 

So, are Taiwan's myriad small com- 
»uter makers on their way out? Not yet. 
“or one thing, there is still a lot of 
nileage left in the old AT standard. 
"The PS/2 will not replace most of pro- 
luction in a short time," says Mitac's 
Jo. Multitech’s Shih reckons that by the 
snd of this year, 
he PS/2 will not | 
iccount for more | 
han 20% of per- 
ional-computer 
ales. 

Meanwhile, 
he Taiwan com- 
yanies are con- 
inuing to put . 
nuch effort into - 
mproving the performance of the AT, 
»y making it run faster, for example, 
ind giving it more memory. They are 
iso trying to make more compact 
nachines, but here they run into stiff 
'ompetition from Japanese companies 
uch as Toshiba and NEC. 

The nimble Taiwanese, with their 
‘lose links to the US, have been able to 
yutpace the cautious Japanese in most 
arts of the fast-moving personal-com- 
yuter market. But when it comes to 
naking ODE. the former cannot 
natch the latter's genius for miniaturi- 
iation, their advanced display technol- 
gy, or even their plastic-moulding 
‘kills. And while chip design is one of 
l'aiwan's strong points, mechanical de- 
ign is, as yet, not. 

In addition to producing new ver- 
ions of the old standard, the Taiwanese 
we also cranking out hundreds of 
housands of “add-in” boards. These 
yoards can be used to upgrade the exist- 
ng base of ATs, of which there may be 
is many as 14 million in the world. 

- There are four main types of add-ins: 
'raphics boards, disk-drive controllers, 
nemory boards, and communications 
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boards mounting modems and faxes. Of 
these, the most popular — because the 
unit price is higher — are the graphics 
boards, production of which Micro 
Electronics’s Tu reckons is running at 
around 150,000 a month. The most 
sophisticated graphics boards feature a 
chip made by the British company, 
Inmos, called a CLUT (“colour look-up 
table”), which boosts picture quality up 
to the level of the PS/2. 

Micro Electronics is Inmos’ Taiwan 
distributor. Tu says that his company 
sends people to vendors to show them 


how to incorporate CLUTs in their pro- | 


ducts. Tu’s salesmen also put “a lot of 


effort into helping [customers] solve the | 


PS/2 problem,” he says. 


urther support comes from the Tai- 

wan Government’s 
Research and Service Organisation. 
The function of this institute is to de- 
velop key technologies that it thinks will 
be of use to local industry, especially 
that part of local industry which cannot 


afford to pay for its own research. The | 


most useful technology for the personal- 
computer industry right now is a set of 
microchannel chips. 

Foreign observers may question 
what a government research organisa- 
tion is doing so close to the mar- 
ketplace, and the wisdom of supporting 

| | so many small 
companies for 
which the writing 
appears to be al- 
ready on the wall. 
For the recent 
rapid — apprecia- 
tion of Taiwan's 
currency against 
the US dollar 
marks the begin- 
ning of the end for conventional OEM. 

The companies with the best chance 
of survival in this tougher new environ- 
ment will be the system integrators. 
That is, firms which can provide a range 
of interconnectable products to meet a 
variety of different customer needs, 
rather than just individual boxes. “Only 
this approach can compete with the US, 
Japan and Europe," says Shih. 

Multitech is expanding towards the 
high end of the computer market, where 
Shih sees “a tremendous opportunity." 
In November, Multitech acquired 
Counterpoint, a Silicon Valley-based 
minicomputer maker. Minicomputers 
are different from personal computers 
in that they can support dozens of users 
at the same time. They also require far 
more service and support. 

Shih reckons that Counterpoint's 
multi-user know-how and Multitech's 
resources and manufacturing capacity 
represent a formidable combination. 
Other Taiwan computer makers will no 
doubt attempt to follow Multitech's 
lead, but only a handful stand to make 


the transition from clonemaker to "n 
R 


tem integrator. 
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| delayed annual general meeting (AG 


BANKING 


Apex on a 
shaky base 


Malaysian bank cooperative 
is paralysed by massive losses 


By Nick Seaward in Kuala Lumpur 


he worst fears of the shareholders 

of Malaysia's Cooperative Central 
Bank (CCB) have been realised with 
the publication of its 1986 accounts. The 
bank suffered a massive net loss of 
M$334 million (US$93.8 million) for 
that year, wiping out all its sharehold- 
ers’ funds and leaving liabilities great- 
er than assets to the extent of M$245.9 
million. CCB is now in a state of virtual 


| paralysis, disbursing no new loans while 
| awaiting government initiatives on a 


capital injection. 


Speaking at the bank's lon E: 





chairman Datuk Haji Nik Husein 


| said that about 60% of the M$1.24 


billion loan portfolio — all of which is to 
individual borrowers or to cooperatives 
(REVIEW, 1 Oct. '87) — was non-per- 
forming. As a result, the bank had 
ceased crediting interest income and 
made specific provision for doubtful 
loans amounting to M$272.9 million. 
The operating loss for the group had 
come to M$21.5 million. 

Although Nik Hussein said CCB 
"will clearly require substantial finan- 
cial support until it stabilises itself," he 
later told reporters that the bank had no 
firm plans on how to achieve this. He 
hinted that CCB may have to resort to 
an issue of cumulative preference 
shares, which may also be subscribed to 
by the government. 

CCB is not a bank in the strict sense. 
It is one of three so-called “apex” depo- 
sit-taking cooperatives in Malaysia, act- 
ing as a central bank for other coopera- 
tives — including the deposit-taking 
cooperatives — 24 of which were sus- 
pended in 1986 by Bank Negara (BN, 
the central bank). It accepts deposits 
from its 265 cooperative society share- 
holder members and from individuals 
members. (BN itself says it has no pre- | 
sent intention to take over CCB.) 

Nik Hussein told the REVIEW that an | 
alternative to the share issue was the 
raising of a long-term loan. There are 
major obstacles to this proposal, how- 
ever, as the auditors report reveals that 
the registrar-general of cooperatives 
— to whom CCB is ultimately responsi- 
ble — has refused the bank permission - 


to raise its borrowing limits from M$200 | 


million to M$350 million for revolving — 
and term credit facilities from other fi- 
nancial institutions. PIU A 


The reason given for the refusal was. FS 


that the level of CCB's capital was un- 












satisfactory. The more likely reason is 
that CCB has already exceeded its au- 
thorised deposit-taking limits: the au- 
ditors report reveals that deposits ac- 
cepted by CCB are M$584 million more 
than its M$1.3 billion limit. 

It is now clear that the M$350 million 
limit for its own borrowings sought by 
CCB would not have been enough to 
meet its needs anyway. At the AGM, 
shareholders were asked to approve the 
raising of CCB’s borrowing powers to 
M$500 million for its own term facilities 
(borrowing limits must be approved by 
shareholders as well as the registrar). It 
has already borrowed M$80 million 
from other financial institutions and to 
restore its balance-sheet after the losses 
in 1986, CCB needs an injection of at 
least an additional M$323 million. 
Losses for 1987 are estimated by Nik 
Hussein at a further M$22.5 million. 

The chairman stressed at the AGM 
that CCB has not written off the loans 
for which it made provisions. He said 
that about M$190 million of the non- 
performing loans are expected to be re- 
classified as performing by end-1988, 
leading to a substantial reduction of sus- 
pended interest, which amounted to 
M$63.6 million in 1986 and a massive 
M$226.8 million in the first 11 months of 
1987. 


Ni Hussein added that if deposits 
with the bank from the government 
and various public agencies remain at 
their present level and if shareholders’ 
funds are topped up, “there is every 
possibility . . . that CCB could revive 
within three years.” The exact level of 
this government support is not known 
but Finance Minister Daim Zainuddin 
said in parliament recently that govern- 
ment funds deposited with CCB stood 
at M$665 million at the end of Sep- 
tember 1987, equivalent to 37% of all 
CCB’s deposits. 

Buried in the accounts, however, are 
several items which indicate that CCB 
may have to write off some major in- 
vestments in the future. In particular, 
CCB’s auditors have questioned whe- 
ther CCB’s investment in a 59% stake in 
Bank Buruh (Malaysia) can be recov- 
ered in full because of “substantial ac- 
cumulated losses” at that bank. CCB 
States that it intends to comply with new 
BN guidelines which restrict corporate 
holdings in banks to 20% but it is far 
from certain that CCB would be able to 
raise the book value of M$32.8 million 
from the sale of the excess shares. 

Similarly, CCB has only made par- 
tial provision for the diminution in value 
of M$46.7 million invested in property 
developments belonging to an as- 
sociated cooperative, the Federation of 
Housing Cooperatives. The auditors of 
CCB have questioned whether partial 
provision is enough, pointing out that 
CCB has already made full provision for 
the value of its investment in the equity 
of the same cooperative. Oo 












POLICIES 
Caught in a downdraft 


Vietnam admits its economic problems are worsening 


By Murray Hiebert in Bangkok 
V ietnam's economic 
nosedive continues, 
more than a year after the 
communist party elected 


more pragmatic leaders 
who introduced capitalist- 


ciency have generally de 
creased.” He called o 
heavy industry to increas 
its use of equipment fror 
40-50% of capacity at pre 
sent to 60-65%. 


style reforms to stimu- The planning  chie 
late economic recovery. blamed the country’ 
The country faces sagging problems in producin, 


food and industrial pro 
ducts on natural disasters 
“outmoded planning 
methods, inadequate im 


production, runaway in- 
flation, high unemploy- 
ment, a rapidly growing 
population and critical 





shortages of capital, |$ T vestment and the long de 
Hanois top economic fp < are pendence on the state-sub 
planner Vo Men Kiet re- |Kiet: sagging production. sidy system. 

ported in a speech to the The value of Vietnam’: 
national assembly on 23 December. | exports increased 10.3% last year, Kie 


Kiet, a deputy premier and head 
of the State Planning Commission, 
reported that food production had stag- 
nated at about 18 million tonnes for the 
past three years and had fallen 2% in 
1987 from the previous year. The amount 
of available grain per capita dropped 
from 304 kg in 1985 to 280 kg last year, 
because the population continued to in- 
crease by more than 2%, or about a 
million people each year, Kiet said. 

“The family-planning programme 
has not received close leadership at all 
levels,” Kiet said. “Employment pres- 
sure is rising, which causes social insta- 
bility.” Radio Hanoi recently reported 
that 1 million young people enter the 
job market each year, but that only 40% 
of them find jobs. 

Kiet said industrial production in- 
creased 6.7% last year, but warned that 
“the quality of many items has deterior- 
ated, and productivity, quality and effi- 


said, but the volume of exports te 
Hanoi's socialist allies decreased. H« 
told the national assembly that eco 
nomic cooperation with the Sovie 
Union, Hanoi's closest ally, “still leave: 
much to be desired," and reported tha 
Vietnam's foreign-exchange earnings 
including income from tourism and re 
mittances from overseas Vietnamese 
were less than expected. 

The communist party central com 
mittee, which met at its fourth plenum 
from 8-17 December, blamed party anc 
government leaders for the country': 
continuing economic woes. “The polit 
buro, the secretariat and the Council o 
Ministers must be held responsible foi 
the slow change in the situation," ac- 
cording to the communique released ai 
the end of the plenum. 

“The state of bureaucratic, undem- 
ocratic, fragmented, departmentalis- 
tic and undisciplined centralism has 


ES NC ENS SI YS ATT Si a 
The push for cash 


E» Vietnamese National Assembly 
has adopted a new foreign-invest- 
ment law aimed at attracting Western 
capital to the troubled economy. Initial 
reports of the measures adopted by 
Hanoi gave no details, but a draft de- 
scribed to reporters by officials several 
months ago suggested the code would 
be among the more liberal investment 
packages in the communist world. 

Luu Van Dat, who headed the com- 
mittee which drafted the law, said it 
would allow fully foreign-owned enter- 
prises, joint ventures in which foreign- 
ers provide up to 99% equity and con- 


foreigners could serve as managers, 
could repatriate their profits and would 
be given guarantees against nationalisa- 
tion. 

Vice-Premier Vo Van Kiet told the 
national assembly that the shortage of 
capital was one of the economy's biggest 
problems and called on officials to 
"draw capital from foreign countries, 
both socialist and non-socialist." 

The new law also appears to be an at- 
tempt by Hanoi to break out of its inter- 
national economic isolation. Vietnam's 
non-communist neighbours, Japan and 
most Western countries cut off aid to 
tract joint ventures. Dat, a French- | Vietnam following its invasion of Cam- 
trained economist and lawyer, said | bodia in 1978. But foreign companies 


EE 


14 JANUARY 1988 e FAR FASTFRN FCONOMIr REVIEW 


————— MM ——— a — ái —Ó t$ 


"ampered the implementation of vari- 
»us correct party resolutions," the com- 
-nunique continued. “We have been 
slow and, in some respects, careless in 
mdopting half-way measures to con- 
"retise policies regarding prices, wages, 
"3ànances and money.” 

The central committee reaffirmed its 
:ommitment to continue economic re- 
“orm even though the new policies have 
10t brought a quick cure for Vietnam's 
*conomic ills. The plenum communique 
repeated earlier calls to end the costly 
state-subsidy system, give greater au- 
tonomy to production units and to intro- 
&luce “socialist cost-accounting,” mean- 
«ng that enterprises are to start making a 
iprofit and stop relying on the state. 

The central committee called for in- 
«reased efforts to produce food, con- 
"umer goods and export commodities, 
«create new jobs for the unemployed, re- 
Le inflation (estimated at 700-1,00096 

ast year), cut the budget deficit and 
stop printing new money to cover 
"budget and credit spending. 

“We must struggle to effectively do 
»away with the state of officialism and 
the oppression of the masses and prop- 
verly comply with the motto of ‘the 
speople know, the people discuss, the 
speople do, and the people supervise’ ,” 
the plenum said. 

he national assembly, which met 
for a week in late December, passed a 
foreign-investment code in the hopes 
that it will attract Western capital to 
finance development. It also adopt- 
ed the 1988 plan, which calls for 
stepping up grain production by 7.676 
and increasing industrial output by 
10%. 

The assembly called for a 17.8% in- 
crease in exports, while holding down 
investment for capital construction to 
the same level as 1987. It adopted a plan 
to cut the government’s administrative 
personnel by 20-30% and urged the 
people to practise birth control to cut 
population growth below 2%. Oo 





have remained interested in Vietnam, 
because of its large potential market 
and its cheap labour force. 

However, diplomats in Hanoi doubt 
the new law will bring in a flood of invest- 
ors. Companies already doing business 
with Vietnam say its banking system is 
weak and its transport system poor. It 
also has few trained managers. Foreign 
businessmen complain about endless 
bureaucratic hassles. 

Kiet seemed to recognise the need to 
address these problems. “After the na- 
tional assembly adopts the law on in- 
vestments of foreign countries, it is 
necessary to promulgate at once the 
relevant legal documents and create 
favourable conditions for the im- 
plementation of this law,” he told the 
lawmakers. — Murray Hiebert 
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Hongkong electronics and Taiwan textile manufacturing: OECD concern over exports growth. 


CURRENCY 


A question of deficit 


European countries want Asian NICs to appreciate their currencies 


By Anthony Rowley in London 


E^ Asian current-account balances 
and currency-exchange rates are 
attracting increased attention beyond the 
US and could soon become a focus for 
European ire if, as the Organisation for 
Economic Cooperation and Develop- 
ment (OECD) fears, Europe's own bal- 
ances swing from overall surplus to sub- 
stantial deficit by 1989. 

Sources within the Paris-based or- 
ganisation expect a reduction in the 
massive US current deficit to be 
achieved at the cost of “sizeable” def- 
icits in Europe and that bilateral Euro- 
pean pressure — from France and Italy 
especially — will mount for the East 
Asian newly industrialised countries 
(NICs) to appreciate their currencies 
and reduce their surpluses. 

Pressure could also come on the 
NICs — Taiwan and South Korea in 
particular, and possibly Hongkong and 
Singapore, too — from the EC, which 
already applies considerable protec- 
tionism against imports from the East 
Asia region. 

So far, most of the "shouting," as 


les. 


one official termed it, about East Asian 
surpluses and exchange rates has come 
from Washington. But so large have 
those collective surpluses become that 
they merit a high degree of attention in 
the recently published Economic Out- 
look of the 23-member OECD. 

Noting an “exceptionally rapid” 
growth in exports from the four East 
Asian NICs and a doubling of their mar- 
ket share over the past decade, the 
OECD predicts that by 1989 the com- 
bined exports of manufactured goods 
from the four could reach about 80% 
the size of Japan’s. “Hence these coun- 
tries are becoming increasingly impor- 
tant actors in the external adjustment 
process.” 

The OECD notes progress, at least 
in volume terms, in balancing trade 
flows between the US and Japan and ex- 
presses the hope that the US current-ac- 
count deficit could fall from the US$156 
billion suffered in 1987 to around US$100 
billion by the second half of 1989. 

But by that time too, the combined 
payments position of the major Euro- 
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pean countries (excluding 
West Germany) will probably 
have swung from small surplus 
to sizeable deficit, against a 
background of slow European 
growth. If the US deficit 
should shrink faster than pre- 
dicted, the “external con- 
straints” facing European 
countries would be even 
worse. 

The OECD contrasts this 
picture of prospective Euro- 
pean contraction and deficits 
with that in East Asia, where 
the four NICs have enjoyed a “major 
improvement in their international 
competitiveness since mid-1985.” Their 
combined current surplus increased 
from 5% of GNP to 10% between 1985 
and 1986 and increased still further in 
the first half of 1987, to an annual rate of 
around US$30 billion. 

"South Korea and Taiwan account 
for most of this surplus," notes the 
OECD, “and have thus acquired a 
prominent role in the international ad- 
justment process. In these countries, a 
shift away from interventionist trade 
policies and foreign-exchange restric- 
tions would contribute to better interna- 
tional balance as well as serving their 
own interests." 

Officially, the OECD is predicting 
that the overall current-account surplus 
of the East Asian NICs will rise to 
US$35 billion for 1987 as a whole and 
that it will decline *only slightly" by 
1989. Recent losses of competitiveness 
in the region, reflecting modest ex- 
change-rate appreciation and rising unit 
labour costs, should have an impact on 
exports and imports. 

In private, however, OECD officials 
admit to being unable to say whether 
the surpluses of the East Asian NICs 
will in fact decline or possibly rise sig- 
nificantly. If the global trade éxpansion 
proves more resilient than expected, the 
surpluses could go much higher. On the 
other hand, if the prospects of strong in- 
come growth lead to higher 
domestic consumption in the 
NICs, surpluses could fall 
sharply. 

Against this background 
of extreme uncertainty over 
the evolution of inter- 
national balances, it is 
easy to see why the OECD 
should be concerned about 
what would happen if 
the worst-case scenario 
materialises and the East 
Asian surpluses continue 
to rise, or at least do 
not decline, while Europe as 
a bloc sinks deeper and 
deeper into deficit. The 
scope for increased trade 
protectionism and pressure 
for exchange-rate appre- 
ciation in Asia would be 
considerable in that event. 
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TRADE OF EAST ASIAN NICS WITH 
THE OECD AREA 
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While West Germany’s current-ac- 
count surplus, like that of Japan, is on a 
declining trend, owing chiefly to ex- 
change-rate shifts against the US dol- 
lar, West Germany is not expected to go 
into deficit. Britain, France and Italy, 
however, are expected to record sub- 
stantially higher deficits by 1989 and 
only Britain has sufficient official re- 
serves to cushion it against that. So 
France and Italy can be expected to lead 
the European push for reducing imba- 
lances with East Asia. 


i er OECD report provides neither 
Statistical nor moral ammunition for 
such a Euro-assault, however. It notes 
that the rapid growth of European im- 
ports from the East Asian NICs, apart 
from being from a “very low” initial 
base, has been broadly matched by 
rapid growth in European exports to the 
NICs. 

“Indeed, the growth of trade be- 
tween Europe and the NICs has been 
as rapid as that between Japan and the 
NICs. If the former development has re- 
ceived less attention it is presumably be- 
cause, given the higher overall trade 
shares for European countries than for 
Japan, the impact on total trade of this 
development is less marked,” the report 
Says. 

Trade between the NICs and Japan 
has been growing rapidly, says the 
OECD. Given that the initial trade bal- 


on the way to Europe. 








ance was strongly in Japan 
favour, however, this robu 
growth in overall trade h 
tended to increase rath 
than diminish the overall J 
panese surplus. The OEC 
recognises in all this 
“marked process of ec 
nomic integration” among tł 
economies of East Asia as 
whole. 

But it is the trade situatic 
between the NICs and the U 
which has so far excited mo 
attention and  resentmer 
among US trade negotiators. Her 
again the OECD report has interestin 
insights to offer. It notes that the growt 
of NICs' exports to the US has bee 
slower than that to other regions bi 
that, nevertheless, it represents a cons 
derable proportion of the total increas 
in US imports over the period sinc 
1985. 

"Somewhat surprisingly," says th 
OECD report, *US exports to thes 
[four] countries have grown mor 
slowly than those to other regions de 
spite the relative improvement of U' 
competitiveness on these markets. ] 
seems plausible that US share in sales t: 
these markets should accelerate [b 
1989]." 

The OECD avoids offering any ex 
change-rate prescription for the Eas 
Asian NICs but notes that “on presen 
policies and exchange rates,” the consi 
derable imbalances within the OECD a 
a whole and which derive largely fron 
trade between East Asia and the West 
will remain “stubbornly large over the 
next several years.” 

Again in private, OECD official: 
admit that there is not really an issue sc 
far as Hongkong and Singapore are con- 
cerned because of the relatively minute 
size of their surpluses, and that South 
Korea needs to run a surplus in order tc 
reduce its foreign debt. 

Attention thus appears to focus on 
Taiwan, and the OECD report devotes 
particular attention in its 
statistics to Taiwan's huge 
official foreign-exchange 
reserves relative to the 
size of those in OECD coun- 
tries. But officials also 
admit that they cannot see 
how a balancing process 
could operate which would 
easily reduce  Taiwan's 
surpluses. 

“NICs experienced pro- 
nounced increases in their 
competitiveness from the 
middle of 1985 until the mid- 
dle of 1987: some 15%, 
against an historic trend 
which tended to lower their 
competitiveness. Only a 
quarter of this gain has been 
reversed by the recent ap- 
preciation of the Taiwanese 
dollar,” says the OECD. D 
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A touch of the old master 


€ KUALA Lumpur is still the place 
for good old-fashioned corporate in- 
trigues to keep the kway teow stalls buzz- 
ing. The latest features favourite per- 
sonalities from the stockmarket scene 
mixed up with a melange of counters 
which have a distinct whiff of spice 
about them. Yes, Alex Lee has finally 
got out of Roxy and Umno has finally 
got into Development & Commercial 
Bank (D & C). 

The deal, of course, is not quite as 
simple as that. Malaysia's most misun- 
derstood company, United Engineers 
(Malaysia) (UE), is to acquire 30.4296 
of Aokam Tin through the issue of 41.3 
million new UE shares. It will also ac- 

uire 51% of the private company Is- 
tidaya through the issue of 21.6 million 
new UE shares. Aokam owns 15% of 
Roxy Electric Industries Malate and 
22.5% of Cold Storage (Malaysia). Is- 
tidaya owns 15% of Roxy as well. The 
jewel in Roxy’s crown is 
3 33% stake in D & 


The resultant grouping | 
will give UE effective con- || 
trol of three listed com- 
panies — and a significant 
stake in a listed commercial 
bank — all through minor- 
ity shareholdings. Further- 
more, the vendors have 
undertaken to sell 20.9 
milion of the new UE 
shares back to the con- 


trolling shareholder of 
UE, Hatibudi, enabling À 
Hatibudi to retain its |Daim: linked to 


original level of control. 
If you thought this neat scheme bears 
all the hallmarks of Finance Minister 
Daim Zainuddin in his salad days as a 
private investor, you probably would 
not be far wrong. Thanks to the candour 
of Works Minister Datuk Samy Vellu, it 
is now on the parliamentary record that 
Hatibudi is owned beneficially by the 
United Malays National Organisation 
(Umno), the main component of the 
Malaysian Government, and Daim is 
Umno treasurer. Furthermore, the pre- 
sent chief executive of UE, Halim Saad, 
is Daim’s protégé dating back to his 
tenure at Peremba. 
e THE links are even more extensive 
than that. The 22.5% stake in Cold 
Storage which UE will control traces its 
ancestry back to a 32.5% block that 
Daim sold to Aokam in November 1986 
via his company, Pradaz. It was no coin- 
cidence that this sale went through 
shortly after control of Aokam passed 
to an obscure company called Halim- 
tan. As the name suggests, Halimtan 
was formed jointly by Halim Saad and 
Daniel Tan — brother of Vincent Tan, a 
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long-time wheeler-dealer and eminence 
grise behind Malaysian Assurance Al- 
liance (MAA). 

Halimtan gained its majority stake in 
cash-rich Aokam at a price of M$3.80 
(US$1.50) a share between June and 
November 1986. The weighted average 
price on the open market at that time 
was M$7.23 but Halimtan got away with 
the lower price, thanks largely to the de- 
cision by state-controlled Malaysia Min- 
ing Corp. and its subsidiary, Tronoh 
Mines, to sell out, despite vociferous 
minority shareholder opposition. 

Once it had got Aokam nicely sewn 
up, Halimtan then awarded itself and 
other shareholders a one-for-one bonus 
issue capitalised out of retained earn- 
ings and embarked Aokam on some in- 
teresting little acquisitions — the first of 
which was the Cold Storage shares. 

To the surprise of no-one, it then an- 
nounced plans to acquire 20% of MAA 
ewawcaLTMES from a company called 
Melewar Equities, which 
was owned by the Mele- 
war group belonging to 
Aokam’s chairman, Tunku 
Abdullah (who did not 
vote on the proposal). By 
this stage, Halim had re- 
signed as a director of 
Halimtan and his place had 
been taken by the former 
director-general of insur- 
ance, Shah Abu Mansor. 

Melewar had earlier 
been prevented from buy- 
[ ing 64% of Roxy as this 
UE. would have taken its hold- 

ing in D & C above the 
20% limit for corporations. Sub- 
sequently, Aokam acquired 15% of 
Roxy on the open market through a 
share swap with its majority owner, 
Halimtan. 

But back to the present. What is the 

meaning of this complicated display of 
musical chairs? Quite simply, it is that 
the former 35% shareholder of Roxy, 
Deputy Agriculture Minister Datuk 
Alex Lee, has prevailed upon his old 
chum Daim to get him off the hook. 
e THROUGH Istidaya, Lee is selling 
his remaining Roxy shares at a price of 
around M$1.60 a share once a rights 
issue is taken into account — a dis- 
count of 20 M cents on net tangible asset 
backing as of the end of 1986 but a pre- 
mium of 60 M cents on current market 
values. 

In addition, Daim has finally sold his 
Cold Storage shares via Aokam, UE 
and Hatibudi to Umno, where presuma- 
bly he can still keep a fond, paternal eye 
on them. And Halimtan is to receive a 
consideration of M$41.3 million for 
30% of a company for which it paid 


add 


ij 


Nich Seaward 


about M$31 million to acquire a 5796 
stake two years ago. 

The ultimate objective, of course, is 
to realise the cash once the UE shares 
are relisted on the Kuala Lumpur Stock 
Exchange (KLSE). Hatibudi intends to 
buy back only 21 million of the 63 mil- 
lion new UE shares to be issued in con- 
sideration for the acquisition of the 
Aokam and Istidaya shares. The rest 
will be sold by Aokam and Istidaya as 
soon as the market's euphoria over the 
signing of the North-South Highway 
contract has reached fever pitch. 

A lot, then, is resting on the outcome 
of the 12 January Supreme Court appeal 
by which UE is seeking to overturn the 
injunction preventing it from signing a 
firm contract with the government. UE 
is clearly very confident of the outcome 
— so much so that the signing of the 
highway contract is not a condition of 
the Aokam and Istidaya purchases. It 
also seems that investors have thought it 
worth a punt, too. The share price of 
United Engineers (Singapore), which 
has a stake in UE, has jumped by 50% 
to 77 S cents (39 US cents) over the past 


few weeks. 
@ IT must be very galling for Datuk 
Loy Hean Heong over at MBf Holdings 


to watch these events unfold. Loy has 
just had to announce the termination of 
a pretty scheme he cooked up in Jul 
1987 with his old pals from his Pera 
days, to stuff three loss-making listed 
companies into MBf via share swaps 
(REVIEW, 16 July ’87). 

A terse announcement to the KLSE 
on 24 December stated that the board of 
MBf Holdings had made the decision 
“after having taken into consideration 
the prevailing adverse stockmarket con- 
ditions.” But asa local stock analyst com- 
mented, there is no reason why the fall in 
the market value of the shares should 
have prevented the deal going through, 
as the price movementis irrelevant to the 
purported purpose of the swaps, which 
was to achieve savings through economies 
of scale and to create a diversified “reces- 
sion-proof” conglomerate. 

Nevertheless, the swaps have been 
cancelled — much to the relief, no 
doubt, of MBf Holdings’ minority 
shareholders, whose patience has been 
sorely tried over the past few years. 
Cancelled also is MBf’s one-for-one 
rights issue at a par value of 50 Mcents a 
share, announced in August. The in- 
creasingly desperate Loy is now seeking 
a one-for-one on a 30 M cents-a-share 
pert payment basis, with the remainder 

eing made up out of the share premium 
account. With the current market price 
hovering around 70 M cents, it will be 
interesting to see how many takers Loy 
will find. 
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COVER STORY 


INDUSTRY 


New Delhi seeks to breathe life into its public sector 


India’s dinosaur legacy 


EE This could be the year 
that the sprawling 
edifice of India's pub- 

=k | lic sector finally 
M ec =) undergoes a com- 
it a ur. prehensive overhaul. 
[ WHY INDIA'S PUBLIC SECTOR" Prime Minister Rajiv 
` = Gandhi served notice 
in late December when he jolted a rally 
of Congress Party workers with the 
question: *Can we afford a socialism 
where the public sector, instead of 
generating wealth, is robbing and 
sucking up the wealth of the peo- 
ple?" 

The query takes on added weight 
when Rs 588 billion (US$46 billion) 
overall turnover of India's 211 public 
sector units in 1985-86 (the latest year 
for which aggregate figures are avail- 
able) is measured against GDP that year 
of Rs 2,100 billion. The public-sector 
supplies virtually all of India's fuel, 
three quarters of it steel, most of its non- 
ferrous metals and nearly half its fer- 
tiliser. Its 17.3 million employees, scat- 
tered in purpose-built factory towns 
across India, constitute a pampered and 
unruly labour aristocracy comprising 
70% of the country's industrial work- 
force. 

Gandhi's comments may be unusual 
for their bluntness, coming from the 
head of government. They should spice 
up the annual conclave of public-sector 
chiefs in New Delhi on 14 January. But 
the theme is hardly new: public-sector 
inefficiency has been dissected for 
years. Now a white paper by a commit- 
tee headed by Steel Authority of India 
(SAIL) chairman and former industry 
secretary V Krishnamurthy, a key 
Gandhi adviser, is in the final drafting 
stages. Upon its release, set for Feb- 
ruary, the white paper should serve as a 
springboard for legislation to renovate 
the public sector. 

Cynics, however, wonder 
whether this latest bout of in- 
trospection might once again 
result in inaction. The govern- 
ment should be well past the 
stage of deciding the causes of 
the public sector's ineffi- 
ciency. A consensus has al- 
ready emerged on the main 
factors: political interference 
in the public sector's day-to- 
day functioning; an over- 
cautious, bureaucratic man- 
agement style unsuited to 
commercial undertakings; 
muddling of business and so- 
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REVIEWDIAGRAM by Ricky Hui and Ivan Kwong 


cial priorities; overstaffing, and labour 
indiscipline. 

At a retreat in a Rajasthan game 
sanctuary just before Christmas, Gan- 
dhi and his cabinet reportedly discussed 
such drastic ideas as serving three to five 
years’ notice notice on chronically 
money-losing companies to either pro- 
duce a profit or close down. Other pro- 
posals included leasing foundering units 
to private managers on a contract basis, 
turning them over to workers as co-ops, 
and writing down their equity in lieu of 
rescheduling or capitalising their debt. 

Below-cost pricing of public-sector 
output also came under fire. So did the 
10% preferential consideration public- 
sector firms extend to one another on 
tenders. For the more viable govern- 
ment enterprises, limited equity issues 


CONTRIBUTION TO GOVERNMENT 
COFFERS VS NEW INVESTMENT 
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were suggested as a means of raising re 
venue and creating more sense of mar 
ket accountability. 

All of this is far more easily said thai 
done. The public sector may be a whit 
elephant in economic terms, but, politi 
cally, it is something of a sacred cow 
And powerful interest groups are stil 
milking it for all it is worth. 

Top private industrialists, despite 
their free-market rhetoric, still enjoy 
cosy deals on public-sector construc: 
tion, maintenance and supply contracts 
Placing contracts and handing out pub. 
lic-sector jobs provide politicians witt 
an almost boundless reservoir of pat 
ronage. Nationalisation of ailing private 
firms offers an easy, if short-sighted, al. 
ternative to closing down sunset indus- 
tries and sacking workers. And the pub- 
lic sector's party-affiliated labour un- 
ions must be mollycoddled because they 
provide the vote banks and shock troops 
for political campaigns. 

Each of the principal players in the 
public-sector drama — the politician, 
the bureaucrat, the private industrialist, 
the shopfloor worker — has every 
reason to cling to the status quo. Each of 
them acts on their own sectional in- 
terest. Meanwhile, the broader national 
interest is lost in the melee. 


jo oen it was to prevent such 
an outcome that the public-sector 
edifice was erected in the first place. 
Founding prime minister Jawarhalal 
Nehru and his coterie of Fabian-influ- 
enced socialists knew that India's pri- 
vate business houses had neither the will 
nor the means to finance industrial de- 
velopment on the scale and at the pace 
envisaged at independence. Indigenous 
capitalists and multinational corpora- 
tions had enjoyed their day under col- 
onialism. The result was backwardness. 
It was now time for the more visible 
hand of the state. 
Independent India opted 
for central planning, but — 
given the political realities of 
the day, with prominent right- 
New wing rivals still living — Nehru 
estote en had to stop short of proclaim- 
ing an outright command 
economy. Instead, public-sec- 
tor corporations were set up 
to act as the transmission 
mechanism for the plan, to en- 
sure that investment flowed 
through the right channels. 
India's socialism is pro- 
claimed in the Directive Princi- 


REVIEWTABLES by Barny Lee 
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Jles of its constitution and reaffirmed in 
the successive parliamentary resolu- 
tions on industrial policy in 1948, 1956, 
1977 and 1980, which provide for state 
ownership of enterprises. But the econ- 
omy remains mixed. R. C. Dutt, a Cam- 
bridge-educated Fabian like Nehru who 
was a young civil servant at the time of 
independence, recalls how, after the 
ordeal of Partition, the prime minister 
shied away from the further trauma of 
taking over existing private-sector con- 
cerns. 

Instead, he chose to “socialise the 
vacuum” by venturing into virgin in- 
dustrial territory, both geographically 
and sectorally. The sort of green-field 
industrialisation pursued by India may 
produce the most dramatic initial re- 
sults, but its momentum is harder to 
maintain. It is easy for private-sector 
contractors and foreign experts to 
fleece big-spending converts to the 
cause. And the cost of miscalculation 
can be staggering. For instance the 
Heavy Engineering Corp. which has 
the capacity to service a steel indus- 
try five times bigger than India has 
actually established, has so far lost 
Rs 55 billion. 

Even less extravagant ventures 
have a hard time amortising the 
heavy initial investment that green- 
field development entails, according 
to a Planning Commission member 
who has headed some of the largest 
public-sector corporations in his 
time. Dubious cash-flow prospects, 
as much as ideology, may have deter- 
red some Western aid donors and 
collaborators. The Soviet Union and 
its allies stepped into this fund- 
ing gap, blazing the trail for their 
later military, diplomatic and econo- 
mic alliance with India (REVIEW, 5 
Feb. '87). 

Managerial resources were al- 
most as overstretched as finance in 
the early days. All Nehru had to work 
with was a tiny cadre of British-trained 
Indian civil servants. Few ofthem shared 
the prime minister's socialist vision, re- 
calls Dutt, and little in their background 
prepared them for their roles as captains of 
industry or harbingers of social change. 

One embittered Bombay millowner 
characterises the babus (bureaucrats) as 
“a bunch of nay-sayers, much better at 
ham-stringing established industries" 
than dynamising new ones. Excessive 
control and contradictory regulations 
hastened the bankruptcy of private ven- 
tures in textiles, mining and shipping. 
Unbridled labour  militancy also 
brought hundreds of companies to their 
knees by the late 1960s. 

To preserve jobs, then prime minis- 
ter Indira Gandhi went in for wholesale 
nationalisation of failing units. Such 
ploys stole populist thunder from the 
opposition and rival factions of her own 
Congress party, as did the takeover of 
leading commercial banks. 


But, unsurprisingly, her actions 
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failed to restore industrial vitality. 
Much of the public sector remains bog- 
ged down by bureaucratic preoccupa- 
tion with procedures instead of results. 
Prakash Tandon, who has chaired both 
the private multinational-affiliated Hin- 
dustan Lever and the public-sector 
State Trading Corp., contrasts the 
bureaucratic and commercial tempera- 
ments. 


he essence of civil-service inte- 

grity and fairness, he says, involves 
acting in a stately, considered manner 
according to invariant, impersonal rules 
— the opposite of how a quick-thinking 
businessman functions. And to rein- 
force the stultifying public-sector man- 
agement style, a Supreme Court ruling 
holds government companies to be ex- 
tensions of the state itself, subject to 


INDIAN PUBLIC SECTOR'S 
PRODUCTION AND COSTS* 


Total public enterprises, 


excluding oil sector 
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legal action under a wide range of provi- 
sions of the constitution rather than just 
bound by contract law. 

Top-heavy hierarchies also slow 
management thinking, especially in 
some of the 15 biggest public-sector 
units that account for 80% of the gov- 
ernment's outlay on public enterprises. 
*For a message from one of the public- 
sector steel plants to reach Krishnamur- 
thy could take weeks," Tandon points 
out. *But Russi Modi [long-serving 
chief of the private-sector Tata Iron and 
Steel Co.] is only a phone call away from 
anybody on the shop floor. They say the 
dinosaur went extinct because it took 
nearly three minutes for nerve impulses 
to travel from its tail to its brain. . .” 

Some would-be reformers see the 
salvation of public-sector units in the in- 
fusion of private-sector values and man- 
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agement culture. This could be done by 
directly recruiting private businessmen 
to the boards and executive suites of 
state-run firms. Allowing limited pri- 
vate-sector investment in such units 
might also make them more answerable 
to commercial realities. 

A beginning has been made by nam- 
ing the scions of two top industrial 
houses as directors of nationalised air- 
lines. A controversial hi-tech consulting 
joint venture is also on the cards, a shot- 
gun marriage between a consortium of 
politically well-connected Non-Resi- 
dent Indians and six very reluctant pub- 
lic-sector giants. 

Privatisation through equity transfer 
could prove less acrimonious in the long 
run, especially if takeover fears are al- 
layed by packaging the investment in 
the form of a government-managed 
mutual fund. Resistance to the idea 
has already been softened by the 
success of public-sector bond issues 
in recent years. Large public-sector 
groups have also established an 
inter-corporate money market 
among themselves. 

To institutionalise these arrange- 
ments and offer maximum flexibil- 
ity, Tandon suggests organising the 
public sector into a handful of mas- 
sive holding companies. That could 
facilitate investment, disinvestment 
and cross-investment among public- 
sector companies. It could also offer 
operating units some protection 
against political and bureaucratic in- 
terference. 

One drawback to privatisation is 
that private-sector talent and capi- 
tal, given the chance, will flow to 
the more viable public-sector com- 
panies where they are needed least, 
leaving the lame ducks flounder- 
ing. The commercial instincts of 
India's private sector have also 
been dulled by an over-regulated 
environment in which money is more 
readily made by licence-fixing and tax 
evasion than by keen competition. 
*Joint sector" public-private co-invest- 
ments have so far proved more in- 
terested in cosy contracts than in deve- 
lopment. 

The record of the fully state-owned 
units, on the other hand, has not been 
without its achievements. The public 
sector's output is vast and varied — 
goods ranging from battleships to mic- 
rochips, services from engineering con- 
sultancy to five-star hotels. Some of the 
companies, especially in hi-tech fields, 
are top-flight corporate performers by 
any standard. 

Without such an array of public sec- 
tor firms, it is doubtful that a country as 
big or as poor as India could have de- 
veloped from being a colonially exploit- 
ed plantation economy into a substan- 
tially self-reliant and well-diversified in- 
dustrial power in such a short time. 

Neighbouring countries like Pakis- 
tan and Sri Lanka, which found them- 
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selves in a similar position but without 
such an extensive public-sector base, 
have achieved higher per capita GDPs 
but far less industrialisation. The Indian 
public sector's choice of remote plant 
sites and labour-intensive processes 
have helped spread the benefits of in- 
dustrialisation to people and places pre- 
viously untouched by 20th-century 
economics. 

But burgeoning budget deficits and 
public-sector losses raise urgent ques- 
tions about how much longer India can 
afford the luxury of industrialisation for 
its own sake, regardless of cost. With 
only two years left to the current five- 
year plan, the public sector is barely a 
third of the way towards meeting its 
target of Rs 590 billion, or 33%, of the 
government's investment kitty. 

The aggregate performance of the 
public sector looks even worse if the re- 
sults of energy companies, like the Oil 
and Natural Gas Commission, are 
excluded. This presents a more realistic 
picture, since these companies' swollen 
profits reflect less their management 
acumen than the government's conser- 
vation-inspired policy of high petrol 
prices. ‘Without these windfalls, the 
public sector operates at a loss. These 
losses get passed back to the Treasury, 
to the state-controlled banking system 
and ultimately to the consumer. Over- 
priced inputs from inefficient core-sec- 
tor public companies have a knock-on 
effect on other industries. Indirect taxes 
— the main source of government re- 
venue — further push up living costs, re- 








gressively affecting the 2 
poor more than the rich. E 
Adding insult to in- 2 
jury, some  state-run z 
firms perversely use their & 
monopoly power not to” 
reap profits but to foist 
shabby goods and chur- 
lish services on a helpless 
public. Such companies 
often act as though they 
exist to serve their work- 
ers rather than their cus- 
tomers. The reason is that 
one of the public sector’s 
starting premises is to 
generate jobs. Through 
the leverage of their politically parti- 
san unions, public-sector workers 
have evolved into a labour aristo- 
cracy. 


D R. Pendse, economic guru of the 
a giant private-sector Tata group, 
estimates that each job preserved in a 
moribund public-sector textile mill costs 
what it would take to create five jobs 
under regional development schemes. 
Even Bagaram Tulpule, who spent his 
entire career as a trade-union leader ex- 
cept for a stint at the helm of a public- 
sector steel plant, admits that it is self- 
destructive for unions to demand ap- 
proximate wage parity in the public sec- 
tor, regardless of each enterprise’s 
financial health. 
The combination of trade unionists, 
oliticians and central ministry 
ureaucrats in effect bypasses the pro- 


Ailing mills pay price 


of populist politics 











NO" | The young Bombay 
|: 1# mill manager, like 
ES D most of his 6,000 
e. 1| workers, is a Hindu 

H- from Maharashtra. 


um dpi ur Hence his pious ques- 
habeas tion about his present 
meme, plight: “What terrible 
thing did I do in my former lives to be in- 
carnated in these times as a textile 
man?" 

His predecessors must have been 
among the proudest technocrats in 19th 
century India. But then the mill went 
bankrupt and was nationalised 20 years 
ago. So the present manager works for a 
chronically loss-making public-sector 
holding company, the National Textile 
Corp. (NTC). 

His equipment is creaky, his work- 
force bloated and periodically restive. 
Input and output prices are adminis- 
tered, usually to his disadvantage. His 
bureaucratic masters at the holding 
company take up NTC postings with no 
particular expertise or relish, and move 
on at the first opportunity. Top posts in 
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the corporation remain vacant for 
years. Political ward heelers and union 
bosses wrangle over his plant as if it 
were a fiefdom, with scant regard for its 
viability as an industrial enterprise. 

In the dingy, clangourous, century- 
old mill buildings that dominate Bom- 
bay's industrial heartland, history hangs 
as heavy in the air as the ubiquitous cot- 
ton lint. Many of the mill hands are 
working at the same machines as their 
fathers and even grandfathers — and 
using the same labour-intensive 
methods. 

These were once state-of-the-art 
"composite" mills, vertically integrating 
the spinning, weaving and dyeing phases 
of the industry. They laid the foun- 
dations for many indigenous fortunes 
and for Bombay's commercial pre-emi- 
nence. But they fell victim to post-inde- 
pendence India's bias against big busi- 
ness. 

Cottage spinners and weavers and 
small-scale non-composite power-loom 
Operators enjoyed preferential taxes 
and quotas. The older composite mills, 


XM \ Á 


Gandhi overhaul. 












. | fessional manager a 
3 plant level. Subject t 
meddling from Nev 
Delhi, ee weak an 
sometimes even physicz 
violence from his ow 
staff and periodic pres 
exposes of operating inet 
ficiencies or inequities 
the hapless public-secto 
manager has learned t 
keep his head down. 

Krishnamurthy ha 
pioneered at SAIL th 
concept of a memoran 
dum of understanding be 
tween the enterprise anc 
the government to spell out the due 
and obligations of public-sector group 
and buffer them from day-to-day inter 
ference. But the balance of powe 
still remains with the ministries 
which could turn the memorandum: 
into just another form of government 
imposed planning without any guaran 
tees against bureaucratic interfer 
ence. 

Public-sector professionals have be 
come so demoralised and their appoint. 
ment so politicised that many key post: 
remain vacant for years. According to z 
source on the government’s selectior 
board, appointments should take three 
or four months at the most. But if the 
appointment gets derailed after the re- 
commendation is made — either througt 
the intervention of rivals or the reluc 
tance of the nominee himself — the 
whole process goes back to square one. 





with their much higher overheads, were 
relegated to the unprofitable niche 
of making price-controlled mass-con- 
sumption cotton cloth. Tortuous licens- 
ing procedures kept them from upgrad- 
ing their plants to make more profitable 
products. Coveted licences to make up- 
market synthetics went instead to a few 
politically well-connected industrialists. 

Nor could the older composite mills 
cash in their central-city real estate and 
shift out of Bombay to cut their outlays 
on power, water, taxes and labour. 
Laws made closure of the mills difficult. 
The party-affiliated unions were ada- 
mant against moving. So were the city 
fathers, since a vote bank of Maharasht- 
rian mill hands had become a cosy fact 
of Bombay’s political life. 


he same stalemate, with local va- 

riants, was replicated in mature tex- 
tile mills throughout India. No wonder 
former textile magnates turned to more 
profitable "sunrise" sectors, such as 
plastics or electronics. There was hardly 
any commercial incentive for the own- 
ers to save their mills from bankruptcy. 

As a populist ploy, the government 
of Indira Gandhi nationalised 103 
moribund mills in 1968. Six years later, 
they were clubbed together under the 
NTC. The corporation's objectives 
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These lengthy interregnums, coupled 
vith the brevity of most top-level pub- 
Mc-sector appointments (three years 
yn erase compound the public 
sector’s sense of drift. Not that indi- 
vidual managers cannot make an im- 
»act. Indeed, many of them cite con- 
rol of vast development resources 
as one of the main compensations for 
he uncertainty and lower remuneration 
(f a public versus a private-sector 
'areer. 


[A ut even the most dynamic of mana- 
gers is hard-pressed to ensure the 
'ontinuity of his initiatives. P. C. Luthar 
offers a case in point. In 1980, at Mrs 
3andhi's behest, he took over as chair- 


man of the Damodar Valley Corp. 


(DVC), India's first public-sector unit 
(founded in 1948). A tripartite venture 
oetween the central and two state gov- 
ernments, DVC was chartered to tame 


sorrows,” develop its 25,000-km? valley 
and generate 500 mW of power for 
the adjacent steel plants and coal mines. 
But by the time Luthar took over, 
the company had been brought to the 
brink of collapse by labour militancy, 
which was backed by the communist 
open of West Bengal, where 
VC was headquartered. In three 
years, Luthar brought the company out 
of the red to earn net profits of Rs 1.4 
billion. DVC turned from a net im- 
porter to an exporter of electric power. 
From a 20% shortfall, it exceeded its 
generating targets by 40%. Its plant 


were contradictory from the start: to re- 
vitalise the industry, but at no cost to 
jobs, while churning out cheap cloth for 
the multitudes. 

Predictably, the NTC has failed on 
all counts and lost heavily since its birth. 
By fiscal 1987 (ended March), its 
cumulative operating losses exceeded 
Rs 9 billion. The government’s equity 
stake is more than Rs 3 billion, while the 
debt-to-equity ratio works out at a diz- 
zying seven-to-one. Forgone interest 
alone leaves the government out-of- 
pocket by another Rs 9 billion. Yet still 
more credit is being pumped in. The 
latest infusion is a Rs 2 bil- 
lion soft loan for “moder- 
nisation.” 

Experience suggests, 
however, that this money 
may not go far towards ac- 
tual productivity-boosting 
renovation. More than 
half of the Rs3 billion ear- 
marked for modernisation 
in the corporation's first 
decade of operation went 
for upgrading safety 
equipment and effluent 
treatment. 

In the latest five-year 
plan (1985-90), the NTC is 
allocated only Rs 1.2 bil- 


(million) 
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load factor jumped from the lowest in 
the country to the highest. 

To achieve such results, Luthar re- 
counts, DVC had to re-establish staff 
discipline and accountability. And that 
could be done only over the heads of the 
unions' leaders. So the new chairman 
took his case directly to the workers. He 
spent 90% of his time visiting DVC's 
far-flung installations dressed in a work- 
ingman’s kurta (which the dapper 
Luthar had specially tailored for the oc- 
casion), meeting as many employees as 
he could face to face. 


lion for modernisation, barely a fifth 
of what it sought. Nearly 66% of the 
plan allocation will again go to statutory 
upgrading. The rest will be used for 
“golden handshakes” to retrench staff. 
Over the past couple of years, NTC has 
managed to trim its 200,000-strong 
payroll by nearly 15%. 

But more drastic measures are still 
needed. Sooner or later NTC will have 
to shed its heaviest losers, whether by 
turning them over to workers as 
cooperatives or shutting them down 
outright. In West Bengal, some mills 
are estimated to spend twice as much in 


GROWTH IN INDIA’S PUBLIC SECTOR EMPLOYEES 


Average annual salary + benefits 
(Right scale) 








That sort of management populism 
paid off. When the unions called a com- 
pany-wide strike (which would have 
paralysed the whole region), Luthar 
was able to face them down. For his 
turn-around of DVC, Luthar was 
awarded the Padma Shri, India’s equi- 
valent of knighthood. A memento he 
finds even more touching, though, 
was a plaque from employees inscrib- 
ed “to the man who gave us self- 
respect.” 

But Luthar’s efforts to groom a suc- 
cessor, like those of most other public- 
sector chairmen, came to nothing. DVC 
insiders were bypassed and outsiders 
balked at stepping into such giant shoes. 
Finally, a retired military officer took 
the helm, but not before considerable 
backsliding in DVC’s ethos. 

Such lurches in public-sector for- 
tunes underscore the paradox of state- 
run industries in a pluralistic democracy 
like India. It is all too easy for social 
control of the economy’s “commanding 
heights” to translate into political con- 
trol. Exposed to the conflicting tugs of 
so many divergent interests, according 
to former Bureau of Public Enterprises 
director Raj K. Nigam, the public-sec- 
tor manager winds up stymied. 

Nigam admits to some nostalgia for 
Mrs Gandhi's interlude of Emergency 
rule, when he capped his civil-service 
career with a stint as head of the public- 
sector newsagency. “At least in those 
days there was a certain discipline and 
we had an idea of where we were head- 
ing. Orso we thought . . ." 


labour costs as they realise in revenues 
for each metre of cloth produced. 

Without some sort of industrial 
triage, NTC can hardly expect to benefit 
much from the proposed 15% rise in its 
output price, or its countertrade deal 
with the Soviet Union to swap 100 mil- 
lion m of cloth for 200 modern shuttle- 
less looms over the next five years. Yet 
even as the NTC struggles to disinvest, 
more financially wobbly private-sector 
mills look like candidates for nationali- 
sation. 

Scores of Bombay mills shut down in 
the wake of a protracted and violent tex- 
tile strike in 1983. The 
NTC took over manage- 
ment of 13 of them, but 
(Rs) stopped short of assum- 
ing ownership until the 
courts could rule upon the 
original promoters’ legal 
challange to nationalisa- 
tion. 

Since then, the private 
owners’ enthusiasm for 
taking back the 13 mills 
has been considerably 
dampened by the Rs 500 
million in new losses run 
up under public-sector- 
management. 

— Lincoln Kaye 
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E In the eight major in- 
" stallations throughout 
L| India of the govern- 
f| mentowned com- 
£ puter agency CMC, 
$74 only the typists qual- 





erm ify for enclosed of- 
— fices, The aim is to 
prevent keyboard clatter from inter- 
rupting the brain-storms of the systems 
analysts and software designers. For 
professionals, right up to chairman and 
managing director P. P. Gupta, there 
are open-plan “work stations,” each 
furnished with a rocking chair — the 
better to daydream, a staffer explains. 

Rockers are not all they get to spur 
their creativity. They also enjoy lavish 
operating budgets and almost any 
hardware they want. The company is 
currently deliberating whether to buy a 
foreign supercomputer or design its 
own. Either way, staffers agree, it 
would represent a better use of CMC's 
revenue surplus than to post a swollen 
profit and turn over a fat dividend for 
the central government to squander. 

“I don't believe in profits," Gupta 
flatly declares. The company must stay 
in the black to pay its own way, but its 
broader mission is to spread "informa- 
tion technology in the core sectors of the 
country" as far and as fast as it can, ac- 
cording to its formal statement of objec- 
tives. To that end, CMC is prepared to 
undertake extensive product develop- 
ment entirely *on spec," a gamble that 
private-sector software houses can 


SHIPPING 


Full steam ahead 


US shipping lines get more privileges in Taiwan ports 


By Jonathan Moore in Taipei 


fter months of tooth-and-nail con- 
flict between US regulators and the 
Kaohsiung Harbour Bureau (KHB), 
US shipping lines have won the right to 
own and operate their own dockside 
equipment in Taiwan, which they say 
could save them millions of dollars. The 
rights to own equipment are included in 
contracts for new berths signed on 31 
December 1987 between the KHB and 
each of the two US lines in Taiwan, 
American President Lines and Sea 
Land. Separate licences needed to oper- 
MC the equipment are pending with the 
B 


The confrontation stems from what 
the US agency, the Federal Maritime 
Commission (FMC), regards as an un- 
fair advantage for Taiwan's carriers, the 
private giant Evergreen and the state- 
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67) Dy afford to take (REVIEW, 29 Jan. 
'87). 
The recently completed reservation 
system for the New  Delhi-based 
Northern Railway offers a case in point. 
Project leader M. P. Srivastava and his 
team spent a couple of years working up 
a prototype that knocked domestic and 
foreign competitors out of the running. 
To adapt extant programs to India's 
byzantine reservation system, with its 
myriad quotas, concessions and hair- 
splitting classes of accommodation, 
would cost the railway far more for a less 
rfect “fit.” After its success in New 
elhi, CMC got the nod (against in- 
tense private-sector competition) for 
railway-reservation systems in Calcutta 
and Bombay. 
Other prestige projects CMC has 
bagged: a criminal-records system for 
the New Delhi police, a multi-state 
fingerprint image enhancement and 
identification system, a UN-funded 
feasibility study for the Narmada River 
valley hydro-meteorological project, a 
traffic-management system for freight 
trains and more. Staff hint that much 
of the company’s most technologically 
exciting work is defence-related and 
secret. 
There are some jobs the company 
takes on more for the “social returns” 
than for cash: classroom computers and 
briefcase-size environmental-analysis 
kits for agricultural extension agents, 
for instance. The 250-strong research 
and development group in Hyderabad 


run concern, Yangming Lines, which 
are allowed to own and operate their 
own equipment in the US. 

In Taiwan, American shipping lines 
have had to pay high fees for rental of 
dockside equipment from KHB and pay 
a surcharge of about 25% to the only 
company permitted to operate the 
equipment, the China Container Termi- 
nal Corp. 

“American carriers will finally have 
the ability to control their costs, but 
Taiwan will no longer have the extra 
gravy on the potatoes” from the added 
harbour revenues and competitive ad- 
vantage for local shipping firms, said an 
industry observer. 

The change marks a further conces- 
sion of Taiwan to the necessity of 
abolishing rules designed to nurture 
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has lately produced a multi-lingual wor 





processor, a graphical-kernel (visu: 
display from numerical instructions 
system and a high-resolution graphics 
terminal. 


willingly leaves to the private sector. A: 
well it might, competitors grumble: the 
company is busy enough with high-pro- 
file, path-breaking government jobs, or 
which it has an inside track as a public: 
sector shop. In response to such gripes 
Gupta says it is only natural for big- 
time customers, especially computer 
neophytes, to flock to a user-oriented 
company like CMC. A bottom-line- 
fixated competitor, whether in the pub- 
lic or the private sector, cannot hope for 
the same sort of cachet. 


A: onna O Enno com 
 pany's commitment to the user is 
further compromised, he adds, when it 
becomes the local manufacturer or sales 
agent for a particular line of equipment. 
This role, CMC has always avoided 
(though it lately started a profitable 
sideline of bulk-importing peripheral 
hardware). | 

From its outset, CMC has kept its 
lines open to all players in the 
worldwide computer industry. Founded 
by Gupta in 1976 as Computer Mainte- 
nance Corp., the company was char- 
tered by the government to provide ser- 
vice back-up for alternative makers ol 
mainframes in a bid to break IBM": 
monopoly stranglehold on the Indiar 
market. It first set up shop in the busi- 
ness hub of Bombay, since most com- 
puters in India at that time were used foi 
commercial applications. 

Barely a year later, IBM flouncec 


local industry as Taiwan grows out of its 
disadvantaged, backwater status and 
into a competitive world trader. 
Disappointed with the progress of 
maritime negotiations in April and 
November 1987 between the American 
Institute in Taiwan (AIT), the US rep- 
resentative organisation here, and its 
opposite number, the Coordination 
Council for North American Affairs 
(CCNAA), the FMC on 7 October 
began an investigation of Taiwan ship- 
ping practices under Section 19 of the 
Merchant Maritime Act of 1920. 


T he investigation could, at worst, end 
with the FMC suspending tariffs of 
Taiwan lines in the US, effectively deny- 
ing them the right to operate in the 
U S — an untenable prospect for 
Taiwan's shippers, which do as much as 
60% of their business on US routes. 
"The punishment, actually, is a little ex- 
cessive," said one insider. "But the 
FMC has no other recourse available tc 
it." There is no provision in the agency": 
charter for graduated punishment. 

The issue of equipment ownership. 








ut of the country in a fit of pique at re- 
trictions on foreign-equity stakes. That 
eft CMC to service all the IBM main- 
rames in the face of a virtual spare- 
yarts embargo by the original supplier. 
At the same time, CMC presided over 
he rapid diversification of India’s 
1ardware base. i | 

For rising to these challenges, Gupta. 
vas rewarded with a posting in 1981 as 
secretary of the Department of Electro- 
rics, CMC's parent body. But after 
hree years, the life of a senior bureau- 
'rat apparently palled on him, and he 
‘eclaimed the helm of his old company. 

The stint in | 
New Delhi seems 
to have con- 
vinced Gupta 
that government, 
rather than pri- 
vate industry, 
would lead 
[India’s impend- 
ing information- 
technology boom 
— a prediction 
later borne out 
by the computer 
fetishism of the Rajiv Gandhi regime. 
Gupta shifted the company’s headquar- 
ters to the capital, trimmed its name 
down to the purely alphabetic acronym 
CMC so as to downplay its origins as a 
maintenance outfit, and set his sights on 
big infrastructural projects. 

As CMC’s horizons expanded, so did 
its staff. It now stands at around 1,600 
(average age: 30). And Gupta means to 
go on adding professionals at the same 
rate well into the 1990s. Some outside 
observers accuse him of empire-build- 
ing, and wonder how well the company 
will survive after the transfer or retire- 


which has been resolved in the contracts 
for new berths, will enable the US car- 
riers to avoid the current 33% rental 
fees they are now charged by the KHB. 
For a total of six heavy cranes, the two 
US lines estimate they pay about US$1 
million a year each or about US$120 
million over the 20-year life of the 
cranes, according to one source. 

“We pay the entire price of the 
cranes every three years,” said one exe- 
cutive. He said a rental fee nearer to the 
10-13% the Taiwan carriers are charged 
in the US would be a fairer deal. 

The matter of having licences to ope- 
rate the equipment has already been 
agreed to in the AIT-CCNAA talks and li- 
cence applications are pending with the 
KHB. The waiting period for the li- 
cences could be up to three months. The 
dissolving of Taiwan control of these 
items will mainly mean a better bargain- 
ing position for the US companies, whe- 
ther they buy the equipment or continue 
to lease it, they say. European lines 
doing business in Taiwan also stand to 
gain from any progress made by the US 
carriers. 
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ment of its 54-year-old *emperor." But 
Gupta loyalists insist that recruitment of 
top talent, together with the CMC's par- 
ticipatory management style, make for 
enough depth of leadership to ensure a 
smooth succession. 

Unlike other public enterprises — 
even such similarly dynamic hi-tech 
companies as  Hindustan Machine 
Tools, Hindustan Aeronautics, Bharat 
Electricals and many more — CMC 
maintains a nearly 4:1 ratio of profes- 
sionals to support staff. So instead of a 
gang of unionised time-servers, it has a 
workforce attuned to the types of com- 
pensation that 
CMC has to 
offer: challenge, 
freedom and pro- 
fessional respect. 

At the senior 
echelons (which 
some staff be- 
gin to  broach 
by the time the 
hit their late 20s) 
especially, these 
rewards become 
more important 
than salary. CMC, in common with 
other government enterprises, pays 
better than the private sector at the 
entry level, but the balance quickly 
tips the other way as a career ad- 
vances. 

Nevertheless, only 7% of the com- 
pany's professionals job-hop to other 
firms in an average year, compared with 
an industry norm of 18%. The reason 
may lie in Gupta's starting premise: 
^We base our management culture on 
trust," he explains. “For most of the 
country, it's based on distrust.” 

— Lincoln Kaye 








9 
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The victory is an important one for 
the American firms, which do a sizeable 
business in Taiwan. Sea Land, for 
example, will soon have eight vessel 
calls a week in Taiwan including a non- 
stop service solely between Taiwan and 
Long Beach, California. 

“We are very pleased with the pro- 
gress we have been able to make with 
the KHB and the MoC [Ministry of 
Communications] on this issue,” said 
Gary Ritzman, general manager of Sea 
Land in Taiwan. 

But whether appeasement of the 
lines will be enough to please the FMC 
is unclear. The FMC and the American 
carriers also want inland-trucking rights 
opened to foreign firms, as in the US, 
but they may or may not immediately 
pressure Taiwan for this opening as 
well. 

The FMC is an independent regula- 
tory agency which responds to the com- 
plaints and problems being faced by US 
shipping lines, but which can initiate its 
own investigations and also may have its 
own agenda in addressing the Taiwan 
situation. 
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ECONOMIES 


Drier but higher 


Poor weather fails to check Nepal’s growth 


By Kedar Man Singh in Kathmandu 


D espite poor weather and high in- 
flation, high export growth is likely 
to mean accelerated expansion for the 
Nepalese economy. Nepal’s worldwide 
exports rose 40% during the first quar- 
ter of the current fiscal year (which ends 
in mid-July), compared to the year-ear- 
lier level. Earnings from this source and 
from tourism have given a boost to re- 
serves. Some officials are even predict- 
ing 5% GNP growth during the current 


fiscal year, more than double the 2.3% 
growth recorded last year. 

Finance Minister Bharat Bahadur 
Pradhan told the REVIEW that unpre- 
cedented rainfall followed by floods and 
partial drought in the far southwest had 
caused heavy crop damage, but wheat 
crops had still yielded good results. He 
said this would help push up food pro- 
duction by 12% during the current year 
(production in fiscal 1986-87 fell 8%). 


This should increase real growth 

The finance minister said he migh 
not be successful in reducing inflation t: 
a single-digit rate, but said that he pre 
fered to control prices through supplie 
rather than price ceilings. Among good 
to be watched over are imported edibl 
oil — which he said could now b 
bought in sufficient amounts due to im 
proved foreign-exchange reserves. 

Pradhan further said that revenu: 
during the first quarter of the curren 
year rose to Rs 1.22 billion (US$62. 
million) — up 31.1% from the im 
mediately preceding quarter — reflect 
ing more precise methods of measurin; 
revenue collection. Pradhan said tota 
revenue collection during 1986-87 wa 
Rs 5.98 billion, which was expected t« 
rise to Rs 7.35 billion this year. 





AVIATION 


Asia's unfriendly skies 


By Michael Westlake in Hongkong with Review Correspondents 


A spate of airline áccidents world- 
wide in 1987 has again raised the 
question of how safe air travel really is. 
Among the year's crashes were at least 
13 which killed 293 people in Asian 
domestic aviation — three each in the 
Philippines and Indonesia, two each in 
Burma and Papua New Guinea and one 
each in China, Taiwan and Thailand. 

Fears about the potential harm to 
safety standards caused by commercial 
pressures following deregulation of air 
services in the US were first expressed 
after 1985's series of accidents which kill- 
ed more than 1,700 people worldwide. 
These were to some extent muted by a 
relatively good year for safety in 1986. 
But they re-emerged during 1987. 

But most of the factors which appear 
to have been relevant in the 1987 Asian 
domestic-aviation accidents have al- 
ways been present, and not just in Asia. 
These also seem to indicate that there is 
an inherently higher inescapable expo- 
sure to risk in domestic avia- 
tion in developing countries 
all over the world than in in- 
ternational flights. 

In broad terms the expo- 
sure to risk is contained in 
two major areas: human 
error, either in the cockpit or 
on the ground in air-traffic 
control and aircraft mainte- 
nance; and problems at air- 
ports. Underlying both areas 
is poor control by operators 
and regulatory authorities, 
sometimes for such reasons 
as national security and allo- 
cation of funds. 

REVIEW correspondents 
talked to official and unoffi- 
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A Philippines 


cial sources in several countries about 
various aspects of their domestic civil 
aviation, but because the subject is sen- 
sitive, it was not possible to obtain all 
the details requested. For instance, only 
Philippine Airlines (PAL) and Indian 
Airlines were prepared to discuss salary 
levels for aircrew, and India's National 
Airport Authority was not prepared to 
say how many airports under its control 
have instrument-landing systems, radar 
for approaches and other navigational 
aids. 

One independent source who has 
worked in aviation in several Asian 
countries told the REVIEW that squab- 
bles between military and civil authori- 
ties over control of airspace and of air- 
ports — the national-security argument 
— represented a major potential hazard. 
This was a particular problem in Taiwan 
and China — where in June 1987, in the 
second such accident in the past four 
years, a fighter collided with a Civil Avi- 
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LE a T 


ation Administration of China (CAAC 
Boeing 737, killing the fighter pilot anc 
injuring two of the 737's passengers. 

He said that this problem had als 
occurred in Japan, and mentioned an in 
cident in which an airliner running shor 
of fuel because of unexpectedly stron; 
headwinds on a trans-Pacific flight wa: 
refused permission to land at Chitose, : 
military airport which is routinely giver 
as an alternate or diversion airport foi 
North Pacific flights. The airliner land- 
ed anyway and picked up extra fuel. 


ij e said there was a further problem 
which was particularly bad in China 
and Taiwan for foreign aircraft: the lan- 
guage of the air is supposed to be Eng- 
lish throughout the world, but except 
for radio messages to foreign aircraft all 
other communications were in Chinese, 
thus preventing foreign pilots from 
being aware of what other aircraft in the 
area were doing and creating the risk of 
mid-air collisions. *He added that this 
language problem also occurred in 
other parts of the world — in Thailand 
among other Asian countries, and 
France and Spain in Europe, for in- 
stance. 

He also said that in developing coun- 

eros tries in Asia the entry qualifi- 
cations for pilots and for air- 
traffic controllers were almost 
identical, but pilots were 
paid much more throughout 
their careers. Thus there was 
little incentive to stay in air- 
traffic control, except to shift 
to the Middle East to earn 
more money. 

As a result, the combina- 
tion of trainee pilots and 
trainee controllers meant 
“the potential for accidents 
is far greater.” He also said 
that safety awareness was 
low among some upcountry 
controllers, and cited an inci- 
dent in which an airliner in 
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Along with the sharp increase in ex- 
rts have come large gains in imports. 
uring the first quarter of the current 
ear, imports totalled Rs 2.31 billion — 
% above the year-earlier figures. 
Wirst-quarter exports were Rs 818.5 
million, vs Rs 568.8 million in the same 
eriod of fiscal 1986-87. Total 1986-87 
ports were Rs 11.02 billion, against 
exports of Rs 3.05 billion. A liberal ex- 
E policy and new industrial policies 
elped industry grow 27% in 1986-87. 
Despite the import growth, the na- 
tional exchequer showed record 
foreign-exchange earnings of some 
US$242.7 million — 83.6% above year- 
earlier levels. Of that, some US$46.08 
million worth of Indian rupees was in re- 
serve. This allowed Nepal to avoid 
drawing on an Indian Rs 250 million 





=>. NEPAL'S CHANGING 
TRADE PICTURE 











(Rs million) 1987-88 


6,588.6 


Note: Years begin mid-July. 





Source: Finance Ministry. 
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(US$19.4 million) overdraft facility pro- 
vided by India. New fiscal and monetary 
policies allowed Nepal to pare its 
budget deficits and money-supply 
growth. 

Pradhan said part of the gain in 
foreign reserves had come from tourism 









— the result of the government's open- 
sky policy of permitting foreign airlines 
to operate directly to Kathmandu from 
Europe and Canada, avoiding India. In 
addition, a liberalised export policy has 
meant increased shipments of hand- 
woven wool carpets and garments to the 
US and Europe. A 64% increase in 
these exports was achieved during the 
first three months of the current 
year. 

Under the structural-adjustment 
programme, the country plans to cut its 
budget deficit — now equivalent to 
some 2.4% of GDP — to about 1.5% by 
1991. Both the World Bank and the 
IMF have provided funds for structural 
adjustment, helping Nepal hasten the 
pace of development projects while cut- 
ting the deficit. 





Asia was asked to shorten its landing 
space because of an obstruction at the far 
end of the runway. The pilot complied 
without difficulty, only to see during the 
rollout that the obstruction was a bicy- 
cle parked on the runway by a labourer. 

amage to engines and propellors 
because of various items such as 
windblown tree branches or other de- 
bris not swept from runways is a prob- 
lem in the Philippines, Indonesia, India 
and China, while in China there seems 
to be little or no training in safety aware- 
ness for ramp staff. 

Another problem mentioned by sev- 
eral sources was a combination of poor 
weather forecasting and poor communi- 
cations. High ground near airports is a 
typical feature of Asian aviation, and 
this can combine with poor information 
about winds and sudden, heavy 
rainstorms to inflict windshear and poor 
visibility on pilots who may have been 
led to expect more reasonable condi- 
tions for landing. 

This problem is compounded by the 
sometimes poor quality of navigational 
aids, one particular problem mentioned 
by various sources being non-direc- 
tional beacons — very basic radio 
beacons on which aircraft can take bear- 
ings — in which signals can 
be distorted by electrical 
storms nearby and so can 
mislead pilots into naviga- 
tion errors. At upcountry 
airfields these beacons 
tend to be used as the 
major or only approach fix 
in bad weather, with air- 
craft overflying the beacon 
and then performing an ap- 
proach procedure using a 
combination of the beacon’s 
signal, airspeed and a stop- 
watch, a basic but difficult 
routine far more prone to 
error than the use of the in- 
strument-landing systems. 

India has a particularly 


FAR FASTERN FoONOMIC REVIEW a 14 IANIIARY 10200 


bad reputation for unreliable naviga- 
tional aids and communications even at 
big airports and thus, said one source, 
“is a great place for near misses.” India 
is also the crossroads for virtually all in- 
ternational flights between Asia and 
Europe, and sometimes it is almost im- 
possible for these flights to communi- 
cate with the major air-traffic control 
centre at Nagpur. As a result, pilots 
have frequently resorted to performing 
their own air-traffic control while in 
flight, turning on landing lights at night 
to confirm each other's positions. 
Further east along the route, Thai air- 
traffic controllers sometimes find Far 
East-bound aircraft emanating from 
Burma's airspace without prior notifica- 
tion because flightplan messages have 
been lost in transmission between the 
Middle East, India and Thailand. 


HI storically badly sited airports are 
another hazard. One example is 
Canton's White Cloud, an old military 
airfield that has been enlarged over 
many years, with high ground near the 
runway and under one of the approaches, 
while the city has grown to the airport's 
edge. Although not a domestic airport, 
Hongkong's Kai Tak is another exam- 





ple of a badly sited airport, surrounded 
by high ground and buildings. 

On the maintenance side, the source 
said: “Broadly, you don't get the quality 
of engineering you should — some indi- 
viduals are excellent, but overall they 
are not." Among maintenance-related 
incidents in 1986 were four Hawker Sid- 
deley 748 nosewheel problems — one 
with Indonesia's Bouraq when the 
nosewheel could not be extended, one 
each with PAL and Indian Airlines 
when the nosewheel would not lock 
down and collapsed on landing, and 
one with Indonesia's Merpati Nu- 
santara when the nosewheel failed 
on landing and the comment “had suf- 
fered from shimmy for some time” was 
recorded. 

The British aviation magazine Flight 
International, which publishes  six- 
monthly accident lists from its own 
sources and from the British Civil 
Aviation Authority’s World Airline 
Accident Summary, also recorded one 
incident in 1986 in which an engine 
exploded on a Bouraq HS748 and debris 
entered the cabin and injured a pas- 
senger. It added: "Inspection indicates 
that faults had developed in the flame 
tubes and their attachments, burner 
stems and swirl vanes." 

The list for the first half 
of 1987 included another 
nosewheel collapse on a 
PAL HS748 with the com- 
ment: “The same incident 
happened to the same air- 
frame less than two years 
ago." Also in the 1987 list 
was a similar incident with 
a Thai Airways HS748 and 
a Bouraq Viscount. 

The REVIEW's expert 
source said that operators 
and regulatory bodies 
tended to exercise poor 
levels of control, adding: 
“Lip service is paid to in- 
ternationally required stan- 














dards in Asia, Africa and to some extent 
South America.” He also said thatin India 
competence was not a problem, but that 
official budget requests were sometimes 
turned down because of other priorities. 

The human side is also straightfor- 
ward, according to several sources. In 
many countries in Asia, the 
Philippines and Indonesia are examples 
— pilots must fly on domestic routes be- 
fore qualifying through both seniority 
and ability to fly on international 
routes. Pay is far higher on international 
routes, so there is a strong incentive to 
regard domestic flying as a low-status 
occupation to be left behind. 

For example, PAL’s pay for HS748 
pilots at the start of their careers is 
P4,600 (US$230) a month, ignoring 


———— 


allowances for length of service, and 


basic pay for BAC111 jet pilots is 
P11,257 a month. But for Airbus A300 
pilots, who fly both domestic trunk and 
international routes, basic monthly pay 
is P22,107, while for DC10 and Boe- 
ing 747 pilots the basic rates are 
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tively. 

With obviously some honourable ex- 
ceptions, who for their own reasons pre- 
fer to fly domestic routes for their entire 
careers, domestic pilots thus tend to be 
in the early stages of their working lives, 
younger and less experienced than their 
colleagues on international routes. 
They also tend to be flying older, less 
well-equipped aircraft to less well- 
equipped airports. 

It can therefore be said quite fairly 
that domestic flying is far more demand- 
ing of pilots than international flying, 
which is ironic as flying big aircraft over- 
seas is regarded as the pinnacle of an air- 
line pilot's career, and as career ad- 
vancement throughout the world is via 
smaller aircraft on shorter routes as a 
means of gaining experience. 

An analogy which met a fair measure 
of agreement with REVIEW sources is 
that of the country bus driver in an old 
machine, having to drive along narrow, 
badly signposted roads with sharp cor- 





Hongkong stock exchange officials held in corruption probe 


By Philip Bowring in Hongkong 
d ss leading lights of the Stock Ex- 
change of Hongkong have been pub- 
licly disgraced by the authorities, secur- 
ing the way to a radical restructuring of 
its management. But the manner and 
timing of official actions have raised ques- 
tions about the government's motives. 
Most dramatically, on the morning 
of 2 January the Independent Commis- 
sion Against Corruption (ICAC) an- 
nounced the arrest of Ronald Li Fook- 


shiu, who had retired in December as | 


first chairman of the unified Stock Ex- 
change of Hongkong. Li had acquired 
world notoriety in October by closing 
the local market (and the futures ex- 
change, of which he was a vice-chair- 
man) for four days following Black 
Monday in New York. Also arrested 
were chief executive of the exchange, 
Jeffrey Sun Hon-kuen, who was due to 
retire at the end of January, and Donald 
Tsang Tak-hung, the chief functionary in 
its listing department. Under the unusu- 
ally wide powers of the ICAC, all three 
were released on bail — HK$10 million 
(US$1.3 million) in Li's case — and re- 
uired to surrender travel documents, 
though no charges have yet been laid. 
Equally significant was simultaneous 
government action to force the commit- 
tee of the exchange to hand over its 
power to a management group consist- 
ing of 14 of the 21 members of the com- 
mittee and vesting executive authority 
in chief executive Robert Fell, formerly 
Hongkong's banking and securities 


commissioner. Conspicuously missing 
from the management group was Li's 
successor as exchange chairman, 
Charles Sin, four of the five vice-chair- 
man (including Li) and two other com- 
mittee members. All these had been or- 
dered to "distance themselves" from 
management while inquiries pro- 
ceeded. This made it abundantly clear 
that they were also under suspicion if 
not active investigation. Sin said the 
government was conducting a "smear 
campaign." There was also resentment 
at the way British expatriates were 
brought into various posts in place of 
local Chinese. 

The action raised some disturbing 
questions. First, the release by the 
ICAC of the names of those held pend- 
ing further inquiries was almost unpre- 
cedented. Usually the ICAC has been 
careful to prevent reputations being un- 
fairly tarnished by disclosure of iden- 
tities prior to any indictment. Newspa- 
pers have been prosecuted for unau- 
thorised disclosure. The ICAC explana- 
tion that the disclosure was made to 


P23,607 and P27,407 a month, respec- 
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avoid speculation as to the identities of - 


those arrested was widely disputed. 
The ICAC also said that investiga- 
tions had been in progress since before 
the October closure. This was, presum- 
ably, to assure the public that the two 
events were unconnected and show that 
the ICAC had been alert to earlier indi- 
cations that the situation at the ex- 
change might be worthy of attention by 


| 
| 
| 





ners while looking out for overhangin; 
tree branches. His job is professionalh 
far more difficult than that of a drive 
who takes a modern, air-conditionec 
bus along a six-lane motorway betweer 
well-equipped depots. 

Of 1987's accidents in Asia, the com 
bination of bad weather and higl 
ground was a factor in more than hal 
the crashes: two of PAL’s accidents anc 
both of those of Burma Airways, plu: 
that of Garuda, Mertpati and Papu: 
New Guinea’s Talair. Windshear ma! 
have been a factor in two more: In 
donesia's Pelita and Taiwan Aviation 
which both had accidents in which air 
craft were seriously damaged by landin; 


short of the runway. 
H uman error has been blamed foi 
the Thai Airways 737 crash at 
Phuket and for the CAAC collision, and 
was almost certainly responsible fo: 
PAL's A300 landing overrun and heavy 
damage at Manila. The remaining crash 
was that of a Kiunga Aviation Islande: 


graft preventers. But, ICAC critics 
asked, if the investigations had been 
going on for so long and had not yet 
come up with evidence to indict, why 
such a big fuss now? | 

Questions were also being asked 
about the independence of the ICAC, 
whose commissioner is supposed to re- 
port only to the governor and (for clear- 
ance to prosecute) to the attorney-gen- 
eral. But in this case its interest in 
people in addition to those detained was 
indicated to Financial Secretary Piers 
Jacobs, Fell and the public. 

No indication has been given as to 
the specifics of the investigations. Possi- 
bly they involve whether there were hid- 
den conditions attached to approval of 
new issues or recapitalisations of shell 
companies, or irregularities in alloca- 
tions of shares. Scope for abuse existed 
because of the wide powers the commit- 
tee had to determine not only the condi- 
tions for listing but also the offer price, 
which was almost invariably set well 
below market value to ensure huge pro- 
fits for buyers (REVIEW, 10 Dec.). One 
problem for the ICAC is that any graft 
charge needs a counter-party. 


n a more general level, there has for 

long been an awareness of Li's ten- 
dency to treat the exchange like a family 
business, including the award of ex- 
change business to related parties. The 
question of who should own the ex- 
change's clearing system, for example, 
has long delayed the introduction of a 
centralised system. The problems stem- 
ming from the organisation, powers and 
personnel of the exchange were high- 
lighted by the REVIEW COVER STORY 
(featuring a worm-ridden apple) on 
Hongkong in its 16 April issue last year, 
so they could hardly have been un- 
known to the authorities. 
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in Papua New Guinea while en route, 
and the cause is still unknown. 

Taking a slightly more analytical 
wook at the crashes, it is obvious that the 
aighest exposure to risk in civil aviation 
5 during takeoff and approach and 
ianding — some 80% of all civil-aviation 
accidents happen in this 12% of the fly- 
ing time. Of the 1987 list, nine — almost 
"0% — involved approaches and land- 
ings. But domestic aviation, with its re- 
atively short distances, involves a 
migher proportion of takeoffs and land- 
ings than international flying, and thus 
must involve a higher exposure to risk. 

. To. reduce the level of risk itself 
ineans upgrading or installing more 
1avigational aids and airport approach 
systems, and this is being done in many 
zountries. Thailand, for instance, plans 
© spend Baht 129.3 million (US$5.1 
million) on various types of radio 
beacons and instrument landing systems 
at upcountry airports between now and 
[989, and will install a new, automated 
ur-traffic control system and radar to 


The recent behaviour of Jacobs and 
Fell has been especially noteworthy. A 
week before the arrests Jacobs as- 
tonished Hongkong by claiming that he 
had not been properly consulted by Li 
about the exchange's October closure 
— “I don't regard a single phone call as 
consultation," he asserted. Hitherto 
Jacobs has backed that decision, even 
parroting its least plausible explanation 
that the closure was necessary 
because of a backlog of paperwork. 
What did he know of the 
impending ICAC bomb- 
shell? 

Fell’s position- also | 
seemed compromised. | 
Ever since arriving back | 
in Hongkong in October 
— a few weeks after re- | 
tiring as banking com- 
missioner — to bolster |W 
the exchange’s manage- 
ment after the closure 
debacle, he had ap- | 
peared to dedicate him- | 
self to defending Li even 
on matters which were 
either indefensible or on 
which Li could speak for | 
himself. 

For example, the 
REVIEW revealed that 
(among others) members 
of Li's immediate family had made mul- 
tiple applications for new share issues 
under different versions of their names 
— à practice which is not illegal but was 
contrary to the prospectuses concerned 
and scarcely proper conduct for the 
chairman of the exchange which set the 
listing rules. “White Knight" Fell, re- 
plying on behalf of the exchange to a let- 
ter from the REVIEW addressed to its 

rman, washed his hands of the mat- 
and decreed that it was the concern 





| 


provide radar-based control linked with 
Malaysia and Indonesia. 

India intends spending Rs 2.67 bil- 
lion (US$207.3 million) over the next 
three years on upgrading four interna- 
tional airports, but while officials said 
they had plans for instrument landing 
systems for 10 fog-affected airports in 
the north and were seeking approval for 
similar improvements elsewhere, no fig- 
ures were available yet. 

The Philippines intends using a 
US$44 million loan from Japan's Over- 
seas Economic Cooperation Fund to 
upgrade navigational aids and lengthen 
runways, but no details are available. 
No figures were available for Indonesia, 
though there is a master plan covering 
18 of the country's larger airports and 
officials intend extending radar cover- 
age and upgrading and installing new 
navigation aids. 

But the massive number of airports 
involved precludes everything being 
done at once — there are 54 “major” 
airports in Indonesia, for instance, plus 


of the individuals, not of the exchange. 
Followers of Fell may not have been 
surprised. As securities commissioner 
in 1982-84, he made a lot of noise about 
cleaning up abuses in the wake of Car- 
rian and other scandals. But as commis- 
sioner he was also partly responsible for 
the power structure and inadequate 
supervision at the unified stock ex- 
change then being formed. He recently 
expressed his pride at the “com- 
promise" he reached with Li which al- 
SKETCHbyMorgancwa lowed foreign brokers 
into the exchange but ef- 
fectively excluded them 
| — and the large local 
| brokers — from a say in 
the management, which 
effectively went to Li's 
| clique. The result was that 
the unified exchange, a 
much-delayed product of 
government efforts to 
"clean up" the markets 
in the wake of scandals in 
1972-74, was mired in 
major scandal only 18 
months after its inception. 
As banking com- 
| missioner from 1985-87, 
Fell inherited huge prob- 
lems of collapsing and 
crookedly run banks from 
his ineffective predeces- 
sor. However, official instinct was not 
so much to root out evil and prosecute 
those who had flouted the banking laws. 
It was to bury the past under a large pile 
of public bail-out money and proclaim 
that the future would be brighter. 
Theory and practice of banking law 
and regulation were improved under 
Fell’s stewardship. But the stamp of 
weak administration of financial mar- 
kets remained. The policy seemed to 
be: don’t “look to the past” by mak- 
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more than 120 others. The Philippines 


has 87 government-owned airports in- 
cluding three which can take interna- 
tional flights and 15 domestic trunkline 
airports, plus about 100 in private 
hands. India has four international and 
85 domestic airports, and Thailand has 
four international and more than 20 
domestic airports. 

Thus in the short to medium term at 
least, the situation is likely to remain 
much the same — with heavy reliance 
on the human element in the cockpit 
and on the ground to try to avoid acci- 
dents. But absolute figures can be de- 
ceptive — a further irony which under- 


scores the demanding nature of domes- | 
tic flying is that, according to a US re- |. 
port, from 1959-86 long-range heavy jet | 


transports had a safety record three 
times as bad as short- and medium-haul 
aircraft, something which has been at- 
tributed to reduced pilot skills because 
of the low number of takeoffs and land- 
ings performed manually in long-range 
operations. 


ing culprits pay for their thievery. 

There was an ironic reminder of 15 
years of constantly failing regulation 
when two days after the arrests, Fell 
brought in Susan Selwyn from the Lon- 
don Stock Exchange as his temporary 
deputy. She is the daughter of Hong- 
kong's first securities commissioner. In 
1972, under pressure to *do something" 
about the growing number of scandals 
on an increasingly active stockmarket, 
the government created a regulatory 
body, the Securities Commission. — 

James Selwyn was brought from the 
Bank of England to become the first 
commissioner. He tried hard and the 
first steps towards a single exchange 
were made. The Securities Ordinance 
was his work and he pushed for im- 
provements in company law and report- 
ing standards. But key components of 
better regulation — including a law 
against insider dealing which was origi- 
nally part of the Securities Ordinance — 
were left in abeyance dropped. 

Under Selwyn, the law and the reg- 
ulatory framework were improved. But 
there was little enforcement because of 
lack of political will, on the part of both 
officials and Legislative and Executive 
Council members who preferred not to 
spoil the financial market games by giv- 
ing teeth to the commission or the police 
Commercial Crime bureau. Selwyn, 
with the present commissioner, Ray 
Astin, lacked political backing. 

The next few weeks will surely show 
if the government is determined to pro- 
secute any illegal activities. Or has it al- 
ready achieved its goal more quickly 
and ruthlessly than could have been 
achieved by the committee of inquiry 


into the securities and futures markets | 
currently proceeding under the chair- 
manship of former Lloyds of London 


chief executive Ian Hay Davison. 
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Putting its house in order 


Refinancing boosts Malaysian group Hicom’s prospects 


By Nick Seaward in Kuala Lumpur 


s es Heavy Industries Corp. of Ma- 
laysia (Hicom) has successfully 
negotiated the refinancing of a massive 
¥55 billion (US$454.5 million) debt 
owed by its 51%-owned steel plant, Per- 
waja Trengganu. The news comes 
shortly after an announcement at the 
beginning of December that Hicom’s 
35%-owned associate, Kedah Cement, 
had refinanced a ¥17 billion loan. As a 
result of these two refinancings, Hicom 
is expected to show a substantial im- 
provement in its results this year after 
recently reporting a net loss of M$278 
million (US$111.9 million) for the year 
ending 31 March 1987. 

The refinancing of the Perwaja loan 
(which is still subject to Ministry of Fi- 
nance approval) is a major step by 
Hicom in its efforts to reorganise its 
long-term liabilities, which totalled 
M$2.1 billion at the end of the last finan- 
cial year. Perwaja accounted for 6695 of 
the pre-tax losses of M$180 million at- 
tributable to Hicom from its subsidiary 
and associate companies and most of 
this loss was due to high debt-servicing. 
Perwaja spent M$109 million on in- 
terest on deferred liabilities and amorti- 
sation of deferred foreign-exchange 
loss, wiping out its M$110 operating 
profit, even before allowing for depre- 
ciation and extraordinary items. 

Hicom vice-president Tuan Haji 
Mohamed Saufi bin Haji Abdullah told 
the REVIEW that a consortium of 
Japanese banks had agreed to extend 
the new loan to Perwaja directly, over a 
period of 15 years. The interest rate for 
the bulk of the loan is fixed at 0.3% 
above Japanese long-term prime of 
5.7%, but a portion is to be denomi- 
nated in US dollars at a floating rate. A 
syndicate-of Japanese banks, including 
Dai-ichi Kangyo, Bank of Tokyo and 
Industrial Bank of Japan is providing 
the financing. 

The previous funding from the Nip- 
pon Steel Corp. and the Exim Bank of 
Japan had been fixed in 1982 at 6.5% 
and 7.75% respectively, but the rapid 
appreciation of the yen against the Ma- 
laysian dollar had sent the effective in- 
terest rate soaring to 18.03% in the last 
financial year. Similarly, the original 
yen loan for Kedah Cement had been 
fixed at 7.75% three-and-a-half years 
ago but when prepaid in November, the 
average effective interest rate worked 
out at around 30% a year. In Malaysian 
dollar terms this ¥17 billion loan had 
risen from M$170 million to M$425 mil- 
lion since 1984. 

The new Kedah Cement yen loan is 
in two tranches: 10 years at 5.95% and 


15 years at 6% over a 20-year lifespan. It 
was arranged by Chase Investment 
Bank, with funding by the Japan Leas- 
ing Corp. as lead manager of a syndi- 
cate. The REVIEW understands that 
Citibank was originally mandated to ar- 
range the loan, but was unable to come 
up with a fully underwritten offer. 
Citibank also missed out on the Perwaja 
refinancing because of its inability to 
make a fully underwritten offer. 

In July last year it was announced 
that Hicom’s 70%-owned car-manufac- 
turing subsidiary, Proton, had reached 
agreement with its joint-venture 
partners, Mitsubishi Motors Corp. and 
Mitsubishi Corp. over the refinancing of 
a ¥12 billion loan. The new loan has 
been fixed at a lower 
interest rate of 5.8% 
compared with 8.3% 
and is estimated to save 
Proton M$5 million in 
interest charges a year. 
However, two other 
yen loans held by Pro- 
ton — for ¥12 billion 
and ¥10 billion — will 
not be eligible for re- 
financing for a few 
more years. 

According to bank- 
ing sources familiar 
with the Perwaja re- 
financing, it was clear 
from the start that the 
Japanese banks were 
determined to win the 
business. One of their 
motivations may have 
been national pride, as 
Perwaja's Japanese-de- 
signed direct-reduction 
furnace had to be clos- 
ed down last year after 
failing to meet design specifications 
(REVIEW, 30 Apr. '87). The suppliers of 
the furnace, Nippon Steel, sub- 
sequently agreed to pay Perwaja com- 
pensation in two payments of ¥25 bil- 
lion and M$47 million, and the invest- 
ment was written off in the 1986-87 
accounts. 


Cae 


Th first tranche of the compensation 
payment, amounting to M$242 mil- 
lion, was written in under extraor- 
dinaries in the 1986-87 accounts. The 
balance of the payment, amounting to 
about M$230 million depending on the 
exchange rate, is expected to be paid 
this month. Without the payment last 
year and the accompanying write-down 
of the plant totalling M3158 million and 
a foreign-exchange gain on the compen- 





Steel mill: soaring interest rates. 


sation payment of M$51 millior 
Hicom's bottom-line loss would hav 
been M$34 million greater. 

As luck would have it, the furnac 
may prove to have some use after al 
even though it works at only 8096 of i 
intended efficiency. The price of the bi 
let mill's alternative feedstock — scra 
steel — has risen sufficiently to mak 
the use of the furnace a viable propos 
tion once more. The residual value « 
the direct-reduction plant as stated i 
the accounts is about M$30 million an 
presumably the M$158 million prov 
sion would have to be written back in. 

If the plant does come back into oj 
eration and if Perwaja is successful i 
penetrating the export markets for bi 
let, losses in 1988 will be very muc 
lower. Currently, Perwaja is making 
profit of about M$130 a tonne on its bil 
lets, due to the fact that the price of stee 
billet in Malaysia is fixed by the goverr 
ment at M$650 a tonne. “My bigge: 
worry,” Mohamed Saufi told th 
REVIEW, “is the behaviour of the yen.’ 

As for Proton and Kedah Cemen 
Hicom is confident th: 
both companies are o 
their way to recovery 
Proton is aiming to se 
35,000 units of its sa 
loon and hatchback mo 
dels this year, compar 
ed with an estimate: 
25,000 in 1987 — and a 
higher prices. The ce 
ment plant, meanwhile 
is hoping to break evei 
this year on productio: 
of 1.4 million tonnes 
Last year, Proton an 
Kedah Cement madi 
losses before extraor 
dinaries of M$52 mil 
lion and M$68 millior 
respectively. 

The government ha: 
made it quite clear wha 
the consequences wil 
be if Hicom fails to pu 
- its house in order. In hi: 
1988 budget speech, Fi: 
nance Minister Daim 
Zainuddin said that he was evaluating 
the performance of 60 financially weak 
government-owned companies — espe- 
cially those in the gas, steel and cemen: 
industries — to "determine whethei 
they should be closed down, rehabili- 
tated or privatised." 

Daim wasted no time in applying the 
new tougher policy. The M$329 alloca- 
tion to Hicom in the 1988 budget was 
M$133 million less than requested and 
took the form of a loan rather than an 
equity injection. M$110 million of that 
has been earmarked for Perwaja and 
M$174 million for Kedah Cement, leav- 
ing about M$33 million for Proton and 
M$12 million for the minor subsidiaries. 
According to Hicom the allocations will 
be used mostly to finance operations 
rather than to prepay other loans. Oo 
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ECONOMIC MONITOR 
Still room for improvement 


he Philippine economy grew by 

5.05% in 1987, early government es- 
imates indicate, compared to 1.5% in 
986. According to the National Econo- 
iic and Development Authority 
NEDA), GNP grew to P93.62 billion 
US$4.5 billion) at constant 1972 prices. 
‘hat is slightly above the level in 1984 
/hen the economy contracted dramati- 
ally. Real GNP over 1984-85 declined 
iy a total 11%. 

The 1987 GNP increase, according 
o NEDA, sprang from growth in all 
najor sectors, “a clear indication that 
he economy has finally reeled off from 
he major economic slump and that the 
ecovery which started to be evident in 
he latter part of 1986 is now in full 
wing.” 

But growth could have been higher 
iad there been a better performance in 
igriculture, which employs about 70% 
f the population. In addition, several 
‘ey projects under the government’s 
»ump-priming strategy, particularly 
hose related to foreign aid, were ham- 
ered by a shortage of local funding. 

Industry — the largest source of 
rrowth during 1987 — showed a 7.9% 
ncrease in gross value-added. Services 
ind agriculture grew 4.8% and 0.7%, 
espectively. Among industry sub-sec- 
Ors, construction reversed its 1986 
lump of 20.6%, expanding 15.9% in 
.987 to become the top performer. This 
s traced to the government's pump- 
'iming programme, which funnelled 
unds into infrastructure projects. 

Increased domestic demand raised 
he share of personal-consumption ex- 
»enditure to 73.4% of the year's GNP. 
Jn a per capita basis, consumption 





Kumagai Y 30 Sept. | HK$76m 
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Larsen and Y 30 Sept. | Rs 276.3m +2 Rs 5.59b 
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HK$1.75b 
(US$224.4m) i 
+46.5 | Baht24.4b +17.5 n.a Profit is before tax. Income rise was attributed to an improved 
(US$972.1m) (n.a.) 
Baht 67.1m +29 Baht 2.75b +15.5 Baht 50 
(US$2.7m) (US$109.1m) (Baht 40) 


H 30 Sept. | Y 7.66b ¥643.87b 
(US$60.3m) (US$5.1b) 


inched up 0.7% to P1,197 (at constant 
1972 prices), with the biggest increases 
shown in spending on food, furnishings 
and clothing and footwear. 

Disappointing agricultural perform- 
ances were traced to production de- 
clines in major crops: 6% in palay (un- 
husked rice), 0.99% in coconut, 9.6% in 
sugarcane and 6.1% in banana. These 
were caused by drought early in the year 
and some planters’ shifts to other crops. 
These major crops usually account for 
48% of total real income in farm pro- 
duction. Other sectors, particularly 
livestock, poultry and fisheries, how- 
ever, posted increased incomes. 

Gross capital formation rose 19.8%, 
after falling 8.3% in 1986, due to in- 
creased activity in the housing, trans- 
port and power sectors. Manufacturers, 
inspired by revived domestic demand, 
aggressively built up inventories. 

Growth prospects for 1988 will de- 
pend largely on capital flows. The gov- 
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PHILIPPINES 


ernment on 22 December formalised a 
rescheduling agreement with its 483 
creditor-banks covering US$13.2 billion 
worth of loans (out of a total US$28.4 
billion). Debt service is expected to cost 
the economy US$3.03 billion in 1988, 
representing 37% of the year’s national 
budget and 47% of projected export 
revenues. 

Private investment is also antici- 
pated to play a key role in any sustained 
economic recovery. In the first 11 
months of 1987, a total of 10,413 new 
business entities were set up with fresh 
paid-up equity of P2.89 billion, repre- 
senting increases of 40.5% and 94.5% 
respectively, against the same period in 
1986. Additional investments into 
existing firms reached 24.55 billion, up 
75.9% on the year. 

Businessmen are mainly bullish, cit- 
ing increasing political stability — par- 
ticularly with the successful hosting of 
the Asean summit in early December as 
a major factor. Key leaders of the failed 
coup in August were in detention by 
year-end and the military appeared 
highly motivated in sustaining its offen- 
sive against communist insurgents. 
Peaceful local elections set for 18 
January should brighten the picture. 

The peso ended 1987 at 
P20.796:US$1, compared to a low of 
P20.935:US$1 in November when it 
was under speculative pressure. Interest 
rates, which also moved up substantially 
in October-November, eased as the 
year ended, dousing fears of accelerated 
inflation in the coming months. | 

The labour picture improved as well: 
as at 7 December, the total number of 
strikes stood at 417, compared to 571 in 
the same period in 1986. Workers in- 
volved numbered 79,944 (down 52% on 
the year). — Jose Galang 


27€ Extraordinary gains were HK$19.3m from interest on the 
(65.9¢) | oversubscription to its listing on the Hongkong Stock 


global economy and local efforts to promote tourism. 


Group profits rose 36% to Baht 91m on 13% rise in turnover 
to Baht 3.36b. 


20% Pre-tax profits rose to Rs 328.3m from Rs 277.6m. 
(17%) 
Rs25 | Company announced a one-for-two bonus issue. It has 
(Rs21) | expandedits market in tyres to 22%. 
¥22.3 | Full-year profit expected to rise to ¥32.5b if the yen-US 
(n.a.) | dollar exchange rate stays within the ¥ 130-135 range. 


The group announced it has repaid all its external debts 


+21 
+17 
+4 
| 
(US$278,205) (nil) through sale of property, leaving it with only one piece of 


real estate. 
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4 Jan. Prime asi — interbank 
lending bilis/bondst t month? 3months?! | 6monthst: d 
Australia 
Britain — pound Australia 13.75 10.39063 | 11.00 11.75 
Canada dollar p ; | | 
France franc Britain 8.50 n.a. i 9.625 | 8.9375 9.1875 
Hongkong dollar | | 
india ^ rupee Hongkong 5.50 | | 0 | 1.125 | 2.125 
indonesia rupiah indonesia 22.00 — 14.50 | — | = 
f 

vede dois Japan *5.70 3.98 425 | 4975 | 4.32813 
New Zealand dollar **3.575 | 
Pakistan rupee jis 
Philippines peso Malaysia 7.75 . n.a. 310 — 3.35 | 3.60 
Singapore doliar l PE joa) 
South Korea New Zealand 17.50 16.25 17.10 17.15 | 17.00 
SriLanka rupee Philippines 19.4375 15,898 11.50 | 10.25 10.25 
Switzerland franc f f 
Taiwan NT dollar Singapore 6.29 2.35 | 3.00 | 3.0625 3.4375 
Thailand baht | -— 11. 13.50 | Z — — 
West Germany mark SOR: | d * - e | 

j Taiwan 8.75 5.01 i1 325 | 3.50 i 3.85 

Thailand | 11.50 450 | 7.00 i 725 ed hes 

Bangladesh US | 8.75 7.11 | 70625 | 7.375 750. 

















Brunei 
Burma 
Macau 
Nepal 


US$=Rmb 3.722 
HK$= Amb 0.479 
Soviet Union 


EUROCURRENCY AND AN L CURRENCY. = L ald RATES 










































7.6875 
Papua N. G. US$= Rouble 0.5843 
Other: SOR 1 = US$1.41656, ECU1 = US$1.3119, Laos £ ee 9.4375 
S$1=M$1.249, £1 =HK$14.48, US$ = New Kip 350.00 Yen 4.1875 
3 months forward: Japan ¥ 123.515, Vi 
Hongkong HK$7.6025, Singapore $$2.012, ietnam Swiss Fr. 8.3125 
.| tMiddlerate 'Selling rate US$= Dong 368.00 Om 3.625 
=| Source: Telerate for spot and forward rates lom joa money markets, Republic Na- AS 12.375 





tional Bank of New York for banknote selling rates on the Hongkong market 
and Deak international Ltd for official rates. 














*longterm — **shortterm — tofferedrate ^— Source: Telerate, Vickers da Costa & Co. 





COMMODITIES 






























































Last sale to 4 Jan. 

Gold London 3 ; 4 399.00 USS: 

9 490.25 SOS Ue? Domestic 3-5 yearst 8.24 8.42 9.18 

Copper New York (4) | 7-10yearst | 8.83 | 9.08 9.70 

Vini delivery Jan.) | inca. 130.90 83.50 | 61.45 international — 3-5yearst | 8.29 8.37 9.23 
ar IV ‘ i . 

Aluminium London (1) | " SIRE ae ed 
Current delivery (Jan.) 1,110.00 1,110.00 1,200.00 768.50 Yen: EE 
Feb. delivery 1,018.00 Domestic 3years: | 3.891 | 4022 | 5.061 

Tin KualaLumpur (2) 17.05 | 17.02 16.84 17.34 1Oyearst | 4.796 | 5.14 6.416 

Cotton New York (4) | international — 3-S5yearst. 4.20 4,38 | 5.60 
Current delivery (Mar.) | 6676 | 68.91 | 72.50 58.60 T-YOyearst | 4.84 | 517 | 6.42 
May delivery 67.65 | | Dm: : 

Rubber KualaLumpur (9) | i Domestic 3-5 years fta. Tha. 6.257 
Current delivery (Feb.) 275.00 | 273.00 267.50 204.00 10 years " n.a. n.a. n.a. 
Apr. delivery 276.00 | international — 3-5yearst 5.10 5.433 | 5.60 

Palm Oi! KualaLumpur (5) | 7-10yearst |} 6.33 6.28. | 6.72 
Current delivery (Feb.) 1,109.00 + 1,025.00 792.00 713.00 AS: | | 

" id - delivery "e 1,104.00 | Domestic 3years? | 11.40 | 11.82 | 11.85 

b RR icon | Wyearst | 12.92 | 13.24 | 12.58 
Current delivery (Jan.) 946 | 865 6.60 6.10 International — 3-Byearst | 12.31 ^ | 12.48 | 1227 
Mar. delivery 9.49 | d | 
| Š "n | 7-WOyearst | 13.32 | 13.66 | 12,90 
Sarawak Asta bik 100% 94000 | 970.00 1,092.50 1,127.50 Cs: eh d 
Wheat Chicago (6) Domestic 3years* | 9.84 9.96 | 10,67 
Current delivery (Mar.) 310.60 | 318.60 | 299.60 270.00 l tOyears* | 10.04 10.25 | 10.90 
.. May delivery 307.40 | international — 3-Syearst 9.99 10.03 | 10.89 
Maize Picasa 7) | | 7-1Oyearst | 10.22 | 1033 | 11.01 
Current delivery (Mar.) 184.60 | 189.60 185.00 154.50 £: anes 
May delivery 191.20 | Domestic 3 years! n.a. na. i| 9418 

Rice Bangkok (B) 10 years t n.a. n.a | 10.307 
5% white fob 270.00 270.00 280.00 195.00 International! — 3-5yearst | 9.33 9.07 | 1047 

Soyabeans Chicago (6) | 7-iüyearst | 9.88 9.68 | 10.63 
Current delivery (Jan.) 607.00 607.40 541.20 489.25 NZS: ge | 
Mar. delivery 614.60 | | Domestic 3-Syearst | 15.90 | 16.60 17.90 -— 

Cocoa London () | 7-TOyears! | 14.40 | 1465 | 1545 

Current delivery (Mar.) | dede: | 1,036.00 1,200.00 1,517.00 international — 3years* | 17.148 | 17.148 | 17.343. 
, May delivery 1,089.00 | 7-10years! | 14.543 | 14.35 | 15.85 
grad delivery (Jan.) nee v 1475.00 (| 1,219.00 1,398.00 1,630.00 SFr: | 
| Mar.delivery ^ — 120400 | 9 | us uen 3-5yearst | 5.01 498 | 494 
Petroleum Tokyo (44) 7-10 years? 527 | $8530 | 5.28 
Sumatran light 16.80 | 16.80 18.15 13.05 ECU: "TUNE HC | 
Brent London at 18.80 17.50 18.90 18.20 ‘B-Syearst || 748 | 732 i 
T-10yearst |. 8.3 8.30 
()£atonne (2M$akg  (3US$anoz (4) USe alb (5) M$ a tonne (6) USc a 60 ib bushel CEL Ee Cr RESCOREESOQA E HEURE 
(7) USt a 56 Ib bushel Source: Telerate, Reuter. 








(B) US$ a tonne iiit: (1008$a100kg (11)USS a barrel 





^ 


; 
: 


EFFECTIVE EXCHANGE RATES 


Weighted for 1985 trade with the countries shown plus the US and Canada and 14 European countries. Figures are for the week ended 2 Jan. 
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1987 
(end month) (weekly values) 


Source: UBS-Phillips & Drew. 


ECONOMIC INDICATORS — SELECTED ASIAN COUNTRIES 
M usmaa | cima | HONGKONG | mom 


1983 1984 1985 1986 1987 
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(weekly values) 
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Economic Growth % (real) (1) 
1987 12-13 4.7 
1988 YT 5 4.5-8 1.5 2. d» a 
international Reserves (5) 
Latest US$13.42b US$13.14b n.a. US$5.96b US$4.98b US$72.66b 
(Oct.) (July) (July) (Sept.) (Oct.) 
Year earlier US$8.55b US$11.48b n.a. US$5.98b US$4.64b US$41.72b 











Trade Balance (total merchandise) 















































































































Latest 3 months —US$0.21b —US$0.96b +US$0.32b —US$1.24b +US$1.47b(9) +US$19.40b(6) 
(Aug.-Oct.) (Apr.-June) (Sept.-Nov.) (June-Aug.) (Aug.-Oct.) 
Previous 3 months —US$0.11b —US$1.04b +US$0.46b +US$0.81b +U k 
Year earlier —US$0.96b —US$3.43b +US$0.30b +US$0.74b +US$24.23b 
Exports (7) | 
Latest 3 months US$6.78b — US$9.32b US$13.37b US$4.61b(9) US$58.53b(6) 
% change previous 3 months —1.4 +28.0 +3.3 +21.5 +2.2 
% change year earlier +11.2 +21.2 +30.5 +6.5 
Imports (8) 
Latest 3 months US$6.99b US$10.28b US$13.05b US$39.13b(6) 
% change previous 3 months unchanged +23.6 +4.5 +5.0 
% change year earlier -3.3 +31.3 
Consumer Prices 








July 80-June 81=100 
170.0 
(July-Sept.) 
+1.7 


Feb.-Apr. 1986= 100 a 100(2) 
1.3 
(Sept.- -Nov.) 
+1.4 


Base 
Latest 3 months index average 













(June-Aug.) 
+4.6 














































% change previous 3 months 
% change year earlier +8.3 +6.2 +8.9 
Money Supply (3) 
Latest A$121.27b(10) HK$287.26b Rs 1.51t(10) 
(Oct.) (Oct.) 
% change previous month 
% change year earlier 
Economic Growth % (real) (1) 
1987 
1988 
International Reserves (5) 
Latest US$7.47b US$13.72b 
(Sept.) (Oct.) July) 
Year earlier US$5.08b US$1.27b US$12.75b 









Trade Balance (total merchandise) 









































































Latest 3 months +US$0.57b(4) —US$0.31b —US$0.73b 
(July-Sept.) (Aug.-Oct.) (Aug.-Oct.) 

Previous 3 months +US$0.46b —US$0.21b —US$1.10b f 

Year earlier +US$0.04b +US$0.04b —US$0.87b +US$1.73b 
Exports (7) 

Latest 3 months US$3.83b(4) US$1.52b US$12.34b(6) 

% change previous 3 months *13.7 *4.8 «0.6 

% change year earlier +33.0 +17.8 +31.2 
Imports (8) 

Latest 3 months US$3.26b(4) US$1.83b US$10. Gd 

% change previous 3 months +12.0 +10.2 —2.7 

% change year earlier +14.8 +46.4 
Consumer Prices | 

Base 1980=100 1978=100 


June 82-May 83=100 
Latest 3 months index average 103.16 


(July-Sept.) 
% change previous 3 months +0.6 
% change year earlier 
Money Supply (3 
Calea mem P139.5b 
(Oct.) 
% change previous month —0.4 


% change year earlier +13.1 


(1) Official and other estimates of GDP (GNP in Japan) (2) Consumer Price IndexA (3) M2orcurrency plus bank deposits (4) Peninsular Malaysia only 
(5) IMF definition of reserves minus gold except for Singapore | (6) Customs basis (7) fob (8) cif (9) Excluding petroleum products (10) M3 Source: Official statistics. 
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STOCKMARKETS 
New Year's mixed notes 


MARKETS in Asia greeted the new year with mixed sentiment in the 


noticeably upbeat but Japan was pessimistic in the wake of a strong yen. 


MANILA: The only two trading days of 
the period posted small gains. The 
Manila composite index gained 4% to 
827.79 points. Atlas-B advanced 13% 
to P30 (US$1.40) while Atlas-A 
moved up 9% to P27. Among active 
oils, Oriental Petroleum-B gained 
12.5% to P0.09. Average turnover was 
P165.4m a day, up 42%, on 1.29b 
shares, up 20%. 


TOKYO: The first trading day of the 
year saw steep falls in share prices as in- 
vestors reacted to a still weak green- 
back. The index lost 346.96 points, 
marking the first time in eight years 
that the market has fallen on the first 
trading day of the year. Volume for the 
half-day session totalled 182.3m 
shares. Sony lost ¥ 100 (83 US cents) to 
close at ¥4,650. 


HONGKONG: The market was flat for 
most of the holiday-shortened period. 
However, on the last trading day, 
prices fell sharply at first in the wake of 
the arrests of three key exchange mem- 
bers for alleged corruption, and a com- 
plete reshuffling of office bearers at the 
exchange at the government's behest, 
but later recovered. Turnover was 1.2b 
shares, worth HK$2.3b (US$294.9m). 


SINGAPORE: Further declines in the 


US dollar prompted widespread selling 
but bargain hunting and short-covering 
helped prices rebound somewhat. 
After the New Year holidays brokers 
noticed renewed interest from foreign 
funds, though volume was very low at a 
daily average of 17.5m shares, worth 
S$24.5m (US$12.3m). Harrisons put 
on l6S cents to S$3.82. 


KUALA LUMPUR: After initial falls 
prices rebounded, led by strong in- 
terest in the plantation sector. After 
the New Year, however, holiday sell- 
ers tried to realise profit from the trad- 
itional “window-dressing” rally. Vol- 
ume was poor throughout the period, 
averaging 11.1m shares a day, worth 
M$19.5m (US$7.8m). KL Kepong put 
on 17 M cents to M$3.02. 


BANGKOK: The market was feature- 
less during the holiday-shortened 
period. Volumes hit a low on 4 Jan. as 
traders disappeared from the market, 
either on holiday or to pay respects to 
the late Chin Sophanpanich, founder 
of the Bangkok Bank, who died a day 
earlier. Volume averaged 3.26m shares 
daily, worth Baht 286.4m (US$11.4m). 
National Finance led the market. 


70 




















AUSTRALIA: Markets traded quietly 
during the period on thin turnover due 
to holiday season apathy. Local senti- 
ment was also depressed by concern 
over the possibility of further falls on 
overseas markets. ACI International 
was the first takeover target of the 
year, closing at A$4 (US$2.90), up 25 
A cents. Turnover was 261m shares, 
worth A$306.4m. 


NEW ZEALAND: The default of a sec- 


ond shareholder in a week — Buttle 
and Co. — further depressed sentiment 
in the holiday-shortened period. The 
Barclays Index finished the year 50% 
down from its peak in September 1987. 
Brierley closed unchanged at NZ$1.95 
(US$1.30) and Fletcher Challenge was 
1 NZ cent down to NZ$4.22. Volume 
was 9.1m shares, worth NZ$10.5m. 


SEOUL: Unlike the sluggishness of 
previous New Years, 1988 began on a 
vibrant note with the composite index 
rising 6.93 points to 532.04 when the 
market re-opened for only a two-hour 
session on 4 Jan. Volume dropped to 
5.8m shares, worth Won  73.8b 
(US$93.4m). The banking and con- 
struction sectors gained 4.9% and 4% 
respectively. 


BOMBAY: The year began on a cauti- 
ous note. Blue chips slumped margi- 
nally in the absence of the expected an- 
nouncement of further relaxation of 
forward-trading bans. Cash scrips took 
the limelight, with C. P. Tools rising by 
Rs 30 (US$2.30) to Rs 720 and Finolex, 
by Rs 20 to Rs 335. Tata Steel shed Rs 
26.25 to Rs 628.75, while Hoechst rose 
from Rs 440 to Rs 450. 


TAIWAN: Buying interest returned to 
the market on news of progress in the 
settling of the default of a major stock 
speculator. Buying interest in blue 
chips spread to other sectors and the 
weighted price index posted a 42-point 
gain in the holiday-shortened, one-day 
period. Average daily turnover was up 
to NT$8.8b (US$308m). Far Eastern 
Textile gained NT$1.40 to NT$49. 


NEW YORK: A firmer greenback gave 
a boost to many stocks on the first trad- 
ing day of the New Year. But brokers 
noted that trading activity was rela- 
tively light at 613m shares for the 
period. Computer and oil stocks were 
among the major gainers. The Morgan 
Stanley Capital International Index 
closed the period to 31 Dec. at 408 
points, down 4.8. 


period to 4 Jan. The Philippines we 














Stock Exchange index, 
439.17 
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Red is the color for love. 
It’s also the color of Swissair’s First Class boarding pass. Why not treat a deserving co-worker, a per- 
son of whom you're particularly fond - or, even yourself - to something extra special on the next 
trip? With a First Class ticket for an unforgettable experience, high above the clouds. Where, with 
our long experience in pampering our passengers, we'll make sure that É : 
your heavenly gift will be remembered long after touching down to earth. swissairá y 





If a tax holiday is not reason enough 
for you to consider NEPZ, 
here are ten more reasons to consider. 


Perfect location 


Situated at NOIDA — a fast 
developing industria! zone just 
20 km from New Delhi, NEPZ 
offers an address that could not 
have been better. In terms of 
accessibility and in terms of 
business sense. 





Central Government 
incentives 

The export units at NEPZ 
enjoy invaluable incentives. 
Such as exemption from 
customs duty, import 
licences, central excise 
duty and export control order restrictions. 





Uninterrupted power 
supply 

Another benefit cf being 
located at NOIDA is the 

state government s guarantee 
to give non-stop power to 
this area. 








Follow the 
leaders 

World leaders like 
Olivetti of Italy, 
Metexil Strickenaren 
of Germany and 
Helena Rubinstein 
of USA have joined hands with Indian 
companies to make the most of NEPZ. 
Already the projected investment 

at the zone has crossed US S 70 million, 
Ihis more than proves that NEPZ is one 
investment Opportunity you should not 
overlook. 











Move into NEPZ. Move out to the world. 


Single-window 
clearance 


A single-window clearance 
at NEPZ helps give your 
unit a quick, flying start. 
Just select the right project. 
and within 45 days of filing 
your application, you will get all 
Clearances. 


Fully functional 
infrastructure 

The 35 hectares on which NEPZ 
is built comprises developed 
plots and built-up spaces. And 
a further 80 hectares will soon 
be added. For those at NEPZ, 
there are warehouses, banks, restaurants, 
hospitals and housing facilities available — 
in the vicinity. NEPZ also has its own digital 
telephone exchange and an on-site customs 
clearance office. 





The manpower Readily available raw 
advantage material 
New Delhi and its NOIDA s many industries 


3 havealready initiated the 
7 flow of raw material to the 
" . region. The new units at 
— - -NEPZ need just tap this flow. 


surrounding areas have 
an abundance of skilled 
and unskilled manpower. 
This ensures the ready 





availability of economical and 
experienced personnel for the units 
at NEFZ. 


New Delhi's network | 


| The benefits of being close to 
the Capital are enormous. 
You can reach any part of 






, Pollution-free 
: | nly pollution-free projects 
"are being allowed to be set 






the world in minutes -up at NEPZ. This ensures 
through the city's huge a clean, healthy environment 
global telecommunications which has become a rare 


network. For your cargo. there s an 
international airport merely 30 km away. 
And, of course, the Capital's transport 
links — to the whole of India. And 

the world. 


phenomenon in today's modem world. 


If you have a 100% export-oriented project, with a minimum value 
addition of 30€. NEPZ is just the place for you. Pollution-free 
projects with high- tech/foreign collaboration preferred. 

For a detailed brochure and application form, write to : 


Joint Development Commissioner. 
Noida Export Processing Zone, 
Ministry of Commerce, Government of India, 


Lodhi Hotel, Lala Lajpat Rai Marg. 
New Delhi-110 003. INDIA. 







NOIDA 
EXPORT 
PROCESSING 
ZONE 
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The Review knows that a consistent presence in the 
~ International Classified Section works, and so does Philip 
^ Jackson of First Pacific Davies who wrote the following 


letter to us: 
n i: 3005 
mv k 
agence Hampton: 
PAST c | RORERTISUM ptm sen tin 





S Conc a 


Kcd 
$2598 
pam Jones 1987. 
Our Ref: ppon/a622 
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The Review not only targets your message to the highest 
. concentration of the affluent and influential in the region, 
.. but, more importantly, in the words of Philip Jackson, 

e c secures 'very good response'. 


.. Don't wait for your competitors to discover the value of 
- this new and unique advertising vehicle, discover it for 
D |. yourself first by contacting: 


.  , Hillary King 
International Classified Manager 
Far Eastern Economic Review 
15th Floor, 80 Gloucester Road 
GPO Box 160, Hongkong 
Tel: 5-293123 Telex: 62497 REVAD HX 






_ Asia’s first and only multi-market 
classified section in a regional magazine. 


FECTIVENESS 






Move ondon Property from Hong Kong 
Hampton & Sons, the leading UK Estate Agents can assist you to buy, sell, Jet. 
manage and arrange finance for your UK house or flat. 

Call Philip Jackson on 5-8104838 or telex 61851 FPDHK HX 
Hampton & Sons 


5 Arlington Street, London SWIA IKE Telex: 2982 : p D 







b= | ARST PACIFKC DAVES 
bsp | PROPERTIES LIMITED 
PACHAC j lid floor Two Exchange Square, Hong Kong. 

















Leading subsidy book publisher seeks manu- 
scripts of all types. fiction. non-fiction, poetry. 
juvenile, scholarly and religious works. etc. New 
authors welcomed. Send for free booklet F 34 
Vantage Press. 516 W. 34th St. New York. N.Y. 
10001 U.S.A. 













IPPOINTMENT 










OVERSEAS POSITIONS 
Hundreds of top paying positions. avail- 
able now, Tax-free incomes. Many attrac- 
tive benefits. Opportunities for all occupa- 
tions, skilled trades, professionals, man- 
agement, technical personnel etc. 

Free details. 

Overseas Employment Services, Dept 
FE, PO Box 460, Town of Mount Royal, 
Quebec, Canada H3P 3C7. 














This space is reserved for 
Classified Advertisements 
Reservations should be addressed to: 
international Classified Manager 
Far Eastern Economic Review 
15th Floor, 80 Gloucester Road 

GPO Box 160, Hongkong | 
Tel: 5-293123 Telex: 62497 REVAD HX 







(typewritten) to: AMIRTIMUR 

PRIVATE OIL ANDMINING CO. 
LTD, Athens Tower B, Suite 
506, 115 27 Athens, Greece. 
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NOTICE 





COPYRIGHT REPRINTS 
The combined efforts of the Far Eastern Economic Review’s large - 
and highly skilled editorial team have made it the premier source 
of information for those who do business, or have an interest, in 
or with Asia. 


As a testimony to the publication’s editorial quality, many | 
Review articles have, over the years, been reprinted in newspap- | 
ers, magazines, educational textbooks, newsletters etc through- 
out the world. 


Should you as an editor, publisher or on behalf of an organisa- | 
tion, educational establishment ete wish to enquireaboutourre- | | 
print and copyright charges, please address your correspondence |.. 
to: A 










Managing Director | 
Review Publishing Company Limited "m. 
GPO Box 160, Hong Kong E 












Tel: 5-293123  Fax:5-8656197 Telex: 82804 REVMD HX Si 


We welcome enquiries from all interested parties and assure yo 
of our prompt, individual attention. eae 





[LETTER FROM KARACHI 


nlike the fairy-tale wedding of the 

Princess of Gwalior to the Prince of 
Kashmir in India a couple of days ear- 
lier, Pakistan People’s Party (PPP) 
leader Benazir Bhutto’s marriage to 
Asif Ali Zardari in Karachi on 18 De- 
cember had an earthy quality about 
it. It was a wedding marked by a spon- 
taneous display of popular affection 
and, if this particular guest can be so dis- 
courteous, by the gaffes and organisa- 
tional chaos that characterise most PPP 
affairs. 

During 17 and 18 December, Kara- 
chi took on a carnival atmosphere: from 
the PPP headquarters at the seaside Shi- 
rin Jinnah colony where bus loads of 
celebrating party workers congregated 
through to the luxurious Bhutto resi- 
dence (address: 70 Clifton), where 
there were more drum-beating and 
dancing crowds, to the reception in 
Kikra Ground in central Karachi where 
loudspeakers blared 
traditional wedding 
songs and vendors sold 
coloured portraits of 
Bhutto. 

Except for Sarwat Ik- 
raumullah's marriage to 
Crown Prince Hasan of 
Jordan more than two 
decades ago, no Pakis- 
tani wedding has ever at- 
tracted such attention 
either domestically or 
abroad. Even that earlier 
marriage paled into in- 
significance in compari- 
son because of what 
Bhutto is and what she 
stands for: a potential 
ruler of the country, the 
head of the strongest 
political party and a 
charismatic figure who 
has survived a string of personal trage- 
dies to challenge a strong military ruler. 

An alumna of Oxford and Harvard 
universities, Bhutto might have been 
thought too Westernised for an arranged 
marriage. But being the target of a milit- 
ary dictatorship meant, she said cryp- 
tically, that “an arranged marriage 
was the best answer." She added: 
“Moreover, I am very much part of the 
East despite my Western education and 
so it was easy to adjust to the idea." 

Although a marriage arranged on 
traditional lines, like all Muslim women 
she reserved the right of veto. Such a 
prerogative would have had to have 
been exercised without much delay, 
however, as she and her husband only 
met for the first time five days before 
the marriage. 

This meeting did not obviate the 
need for the traditional Subcontinental 
Muslim ceremony of arsi mashaf — the 
bridegroom after the marriage cere- 
mony seeing the bride's face for the first 
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time in a mirror. Under pressure from 
both families and in the light of over- 
whelming public interest, Bhutto’s wed- 
ding was never going to be the simple, 
private ceremony she would have liked. 

On the eve of the wedding she had to 
submit to a mehndi ceremony to which 
only relatives and close friends were in- 
vited. Henna was applied to her hand 
and feet and Life magazine, which had 
obtained exclusive rights, recorded the 
procedure for its readers. At the arsi 
mashaf ceremony, dressed in pink and 
green and a light magenta scarf, the 
bride had sugar ground in a cloth over 
her head to symbolise a happily married 
life ahead. Outside, large crowds sang 
and danced in celebration. 

An invitation to the wedding carried 
a social cachet that made it eagerly 
sought after and treasured. Among those 
invited were Indian Prime Minister Rajiv 
Gandhi and almost all the Pakistan- 
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based ambassadors. In the event, only 
the Canadian, Indian and Russian am- 
bassadors represented the diplomatic 
community at the reception at Clifton. 


he masses were invited to a sub- 

sequent reception at Kikri Ground 
where Bhutto's father, the late prime 
minister Zulfikar Ali Bhutto, had ad- 
dressed many public meetings. Enclo- 
sures were built and Bhutto's aides had 
drawn up plans to try and ensure the re- 
ception was an orderly affair, but the ar- 
rangements were inadequate for the 
size of the crowd. Two died and several 
more were injured in the resulting 
melee. 

Even at the exclusive Clifton recep- 
tion, where the guest list was restricted 
to the influential and the fashionable, 
invitees had to force their way through 
the crowd gathered at the entrance. 

The waleema (traditional Muslim re- 
ception), hosted by the groom on 20 
December was a more restrained and 
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dignified affair, though the number c 
guests invited probably exceeded thos 
at Bhutto's bash. Although the publi 
considered Bhutto as almost a membe 
of the family, they would not think « 
showing such familiarity with her in-law: 

The likely course of the marriage is 
matter of intense speculation in Paki 
tan. Some doubt the durability of a r« 
lationship between a young woman dt 
voted to politics and a young man whos 
main preoccupation hitherto was pol 
by day and discotheques by night. Bi 
Zardari says, “The past is past." Bı 
nazir says Zardari has an identity ind 
pendent of hers and st 
would share with hi 
only her personal life. 

But an indication « 
what Zardari will face i 
his married life was 
song sung at the Kik 
Ground reception di 
manding of him seve 
vows: he would loc 
after any resulting chil 
ren if Bhutto went | 
jail; he would come oi 
on the streets instead « 
playing polo; he woul 
help bring down Pres 
dent Zia-ul Haq; E 
would accept Bhutto : 
his own leader; he woul 
help her win votes whi 
she served the peopk 
he would serve her, an 
he would always we: 
the popular Pakistani dress, shalwc 
kameez — baggy trousers and shirt. 

Perceived wisdom in Karachi is th 
Bhutto is not prepared to even consid! 
the role of submissive wife. At tl 
mehndi ceremony she rose and le 
when the bridegroom's relatives toc 
up the traditional humorous song th 
the young man was doing a favour t 
marrying her. She returned after the 
abruptly stopped in mid-verse. 

Bhutto has made it clear that sł 
would retain her name and would n: 
like to be called Mrs Benazir Zardar 
When her husband was asked how I 
would react if referred to as Mr Benaz 
Bhutto, he replied: “I have no hang-u] 
about this kind of thing." Many con 
mentators and observers, some of the: 
well-disposed to the couple and some : 
them not, believe only time will allo 
judgment on the success of the marrias 
and its effect, beneficial or otherwis 
on Bhutto's political career. 

— Salamat / 
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As the world's 
number one IATA airline we 
will maintain the highest standards 
of service, as befits 
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As Japan's international airline 

we are bound by our own unique 
corporate sense of honor 

to fulfil these promises. 


JAPAN AIR LINES 
ItS a guaranteed pleasure. 


vel JAL First or Executive Class and enjoy “JAL World Hotel Selections Plan” throughout Japan. 
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[LETTERS ts 
Asean the answer 


In reference to That annual exercise [ 
Dec. '87], the Vietnamese occupati 
army in Cambodia, like the Soviet occ 
pation forces in Afghanistan, are loo 
ing for some way to withdraw from Car 
bodia without losing face completel 
Moreover, Vietnam’s strength lies 
the support it receives from the Sovi 
Union. If the Soviet Union puts serio 
pressure on Vietnam, it will be forced 
oblige. 

However, Cambodia faces anoth 
serious problem which is inter-relate 
to Vietnamese occupation. This is tl 
position of the Khmer Rouge in an ind 
pendent Cambodia. Because of its ove 
whelming military strength, the Khm 
sei in likely to reassert itself ii 
post- Vietnamese Cambodia. Given 
brutal record, the Khmer Rouge is ui 
likely to treat their rivals with equanim 
ty in a government of reconciliation. 
is more likely that the Khmer Rou; 
will try to exterminate its rivals and | 
that event another Vietnamese invasic 
cannot be ruled out. 

In order to prevent this recurrence« 
the Khmer Rouge nightmare and sul 
sequent Vietnamese invasion, a con 
prehensive plan must be devised. ` 
must be centred in a coalition govert 
ment, but without Khmer Rouge pa 
ticipation, at least as an armed factior 
and an international guarantee th: 
these brutal elements do not have acce: 
to political power. 

The answer lies in the “Aseanisation 
of Cambodia, with Cambodia as a mer 
ber of Asean and Asean peace-keepin 
forces providing security from a militar 
takeover by the Khmer Rouge. The tw 
major backers in the conflict, China an 
the Soviet Union, have a major role : 
play. For the Soviets an “Aseanisec 
Cambodia will mean they can sto 
worrying about Chinese domination o 
Southeast Asia; for the Chinese this wil 
mean the end of Soviet-Vietnames 
domination. An Aseanised Cambodia 
neutral to the Sino-Vietnamese conflic 
will also pave the way for Asean’: 
search for a Zone of Peace, Freedon 
and Neutrality. 
Ottawa, Canada 


Divided we fall 


Allow me to comment on the recent de 
tention of more than 100 people unde: 
the Internal Security Act in Malaysia. 
In all his interviews to the worlc 
media, one can sum up the prime minis. 
ter's explanation for the recent racia 
tension as the non-Malays' provocation. 
The Malaysian Chinese have always 
complained that they have not been al- 
lowed a sense of belonging in their 
motherland. Why can't the government 
accept the fact that Malaysia is not 


Mahmood Elah 


21 JANUARY 1388 e FAR EASTERN ECONOMIC REVIEM 


A MAJOR CONTRIBUTION 
10 TRE EHGIENGY 


OF THE DEFENGE 


Aerial defence, close support, long - range 
penetration, general and specific missions. 
MATRA is fully involved in the efficiency of your 
defence. 

Missiles and tacticalweapons have been optimized 
to meet present and future operational 
requirements making MATRA a world leader. 


ao ; "E 


] 
| 


" A b -— Oe rd 

. p» à y [1 

t [PR re i 

an Jif Se = v 

LN] H ke m 
das * 

E N"-th ) b t 

nei | "7 

"EN 4 ms x H ^ 

ra 4 " M 


id 
y 


T JH M im 
3 B H x x 
| 
: 
" 


y 
tf mt. 


MATRA DEFENSE 42 7 


37, AVENUE LOUIS-BREGUET BP 1 
78146W/ELIZY-VILLACOUBLAY CEDEX FRANCE V... 
TÉL.: (1) 3946.96.00 TELEX : 695670 F wie 


ASIAN AEROSPACE’ 88 SINGAPORE — JANUARY 27-31 1988 — FRENCH SECTIONS TAND 
Mie ent, 








Little wonder they don’t build cars like they used to. 
Building a pen is difficult enough. 

Oh, the elegant lines of the 1925 Hispano Suiza. Oh, the elegant lines of 
the 1927 Parker Duofold. 

The car may no longer be avaMable, but our approaching centenary has 
provided a suitable excuse for the return of this favourite Parker pen design. 

Like today’s top cars the Duofold Centennial’s working parts are state- 
of-the-art. But unlike them, its workmanship is somewhat old fashioned. 

Rather than mould the cap and barrel ‘en masse, we machine them as we 
did in the old days, from a solid block. 

Rather than cut the nib from some modern metal, we stay true to gold. 

Rather than slit the nib on some new fangled contraption, we still do 
the job by hand, using a blade no thicker than a human hair. 

It is an exhausting way to produce a pen. But, as with the Hispano Suiza. 


the looks and handling provide ample reward. 
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learn to live with other races. 


. Sometimes one likes to compare this 
with. the situation in Singapore. Take | 
the 1987 national day parades in Kuala | 


Lumpur and Singapore as an example. 


they saw Singaporeans of all races wave 
their flags singing: "This is my country; 
this is my flag; this is my future; this is 
my life; this is my family; these are my 


friends; we are Singapore, Singapo- | 
reans.” In Kuala Lumpur, it was solely a | 
Malay affair, with arguments that a lion | 
dance should not be included as it does | 
not form part of the national culture. 





All those who fought for independence 
seemed to be only Malay nationalists. 
^. Sometimes one wonders whether the 


Malaysian judges, who were mostly | 
trained in Britain, appreciate the fact | 


that the Malaysian unlike the Bri- 
tish Parliament is not supreme, but 

- constitution is. Hence they have 

Owers to set aside any laws which are 
inconsistent with the constitution unless 
the relevant provisions in the constitu- 
tion have been amended before such 
laws are passed. The fact that the 
Malaysian constitution is an over- 
amended Basic Law proves that. 

All in all, I pray that 1988 will be 
peaceful year for my country. Our 
thoughts go to those who are still lan- 
guishing in jail at the moment for speak- 
ing up for us. The arrests have not solv- 
ed Malaysia's communal problems. 
Kuala Lumpur ‘A Malaysian’ 


Sympathy for Gatting 
I write with reference to Azhar Karim's 
article [REVIEW, 31 Dec. '87] on the so- 
called *Gatting Incident” which occur- 
red on 8 December during the second 
Test between Pakistan and England. 
The article is somewhat critical of mem- 
‘sers of the touring party who one feels 
serve some sympathy. Karim ne- 
glected to highlight a few related inci- 
dents which may go somewhere towards 
explaining the unusual events on that 
fateful day. 

. First, there was the “Shakil Khan Af- 
fair" following the First Test. Despite 
repeated requests by the tour party to 
have Khan replaced by another umpire, 
these pleas were ignored. Now one has 







come to expect two or three bad deci- ` 


sions by umpires in an entire Test series 
since, as Gamini Goonesena, the 
former Sri Lankan Test player has so 
rightly stated: *[Umpires] can err; even 
judges do." However, when there are 
seven or eight bad decisions in one 
match alone, this is simply too much for 
any cricket lover to handle. 

The majority of these decisions went 
against England and television replays 
-have subsequently proved them to be 
bad ones. The television replays also 
showed some doubts as to the manner in 
which one or two English batsmen were 
given out, in which case the law clearly 
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solely a Malay country? We have to 





You published a small part of my letter 


f | [REVIEW, 14 Jan. ], suppressing the rest, | 
Many Malaysians were moved when 


| claiming that “the other matters Fu 
_ raises are to be decided by the judiciary 
| and it would be inappropriate for us 
| either to print Fu's observations or to 
| comment ourselves upon them." The 
| REVIEW has thus deliberately pre- 
| vented its readers from hearing the Sin- 
| gapore Government's side of the story. 

| There is nothing in my letter which 
| prejudices the case before the courts. 
| The letter asks the meanings of certain 
| words the REVIEW has used, and which 
| of Edgar D'Souza's two accounts of the 
| meeting the REVIEW claims to be true. 
| These questions arise from Derek 
| Davies’ comments and D'Souza's new 
| account of the meeting. 

| I therefore repeat my request that 
| you publish my letter of 2 January in- 
tact, in the LETTERS column of your issue 
of 21 January. I also request, should you 
decline to do so, that you then print the 
enclosed full-page advertisement in the 
same issue of the REVIEW, Your refusal 
to do either cannot be cost free. At the 
least it will show that you are trying to 
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prevent me from putting Singa- 
pore’s case to your readers. 
James Fu Chiao Sian 
Press Secretary to PM 


@ Derek Davies replies: The main basis of 
the Singapore authorities’ objections to 
those publications which it has “gazet- 
ted" has been their alleged engagement in 





be given to the batsmen. The result of 
the First Test? Pakistan won by a land- 
slide on a wicket especially prepared for 
the leg spin genius of Abdul Qadir. 

This conveniently leads onto the now 
infamous Second Test at Faisalabad. 
Again, prior to the match itself, Eng- 


about one of the umpires, Shakoor 
Rana. One feels that the Board of Cric- 
ket Control in Pakistan (BCCP) could 
have lessened the tension by removing 
| Rana. After all, one wonders why one 
| of the Pakistan umpires appointed by 

the International Cricket Conference to 
| umpire in the recent World Cup was not 


matches. 

Gatting’s eyeball-to-eyeball clash 
| with Rana was the result of some curi- 
| ous umpiring by the latter. Gatting 
| moved a fielder (David Capel) during 
| the bowler’s run-up. However, the im- 
| portant thing is that he did it outside the 
| vision of the batsman, who on this occa- 

sion, was Salim Malik. In fact, Gatting 


| out of courtesy had ealier told Malik of | 


all levels of cricket. It should be 


| 
| his actions. This sort of thing happens at 
| appluaded these days when time-wast- 


 Singapore's side of the story 





states that the benefit of the doubt must 


land had expressed its reservations | 


| 
| appointed to take charge in these Test | 
| 
| 
| 
| 
| 
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| ing is a frustrating 
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| turbed. Rana tool 
called it a “dead-b 

The television clea: 

| Rana said something fir 

| thus provoking the latter to shout s 

| thing back at the umpire. Whatever the | 

merits of each person's case, one feels | 

| 
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| 
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| 
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that it was too much for Rana to de- |. 

mand an unconditional written apology | 

without he himself giving one in return. . 
| The result? Gatting was forced to eat- 
| humble pie by the financially motivated |. 
Test and County Cricket Board | 
(TCCB). 

Play got under way, with England in 
| acommanding position. However, asan 
| entire day's play was lost, the match 
drifted to a draw. The general feeling is 
that the BCCP could have added an 
| extra day's play as a gesture of goodwill 
! following Gatting's courageous climb- 

down. As to Rana's general standard | 
| of umpiring, again television replays | 
| showed a number of questionable . 
decisions given against England. Suf- 
fice to say that a New Zealand touring 
| team led by Jeremy Coney walked off | 
a Test match following a disagreement | 




















with the above-mentioned umpire. 

Karim was correct about the ppal- 
ling treatment given to Haseeb Ashan 
during Pakistan’s tour to England last 
-| summer. However, one cannot help 
_| feeling that most of it was brought on by 


-| kindly referred to by cricketing circles in 

. England as the “summer whine.” 
.. Haseeb as a manager deserves great ad- 
¿| miration for his loyalty to his players 
-| (TCCB please take note). However, he 
^j infuriated many people by not carrying 


| out seriously his promise of getting neu- 


-4 tral umpires from neighbouring India to 
_ umpire the final Test. In the event, two 
of Pakistan’s World Cup umpires were 


T appointed for the third and final Test. | 


-| Normality returned to cricket and there 
were no complaints by the touring team 

during the whole match, which ended in 

 adraw. 

|. The moral of the story? There will 

not be any incidents of the Gatting/ 


.j Rana variety when umpires have the re- | 


spect of the players. So why are these 
umpires not appointed in all the three 
Test matches in the first place? Only the 
BCCP will be able to answer that one. I 
have my own views on this matter but 
for fear of a summons or at the very 
least, a demand for an unconditional 
written apology, these private views will 
remain just that — private. The great 
tragedy for Pakistan is that they had a 


team good enough to beat England | 
without the goings on in the First and | 


the Second Tests. However, under the 


circumstances, their 1-0 victory in the. 


Test series has been seriously under- 
mined. 
Kota Kinabalu 


Taking a liberty 
I am sorry the Singapore Government is 
being beastly to you, but take some 
comfort in the fact that the great English 
poet John Milton had similar little local 
difficulties. | 

His words in Areopagitica (a classic 
denunciation of censorship) bear repeti- 
tion: "Give me the liberty to know, to 
utter, and to argue freely according to 
conscience, above all liberties." 
Hongkong David Gunson 


Bonnie Lo 


Casual salutes 

The article Forcesfor change [REVIEW, 26 
| Nov. '87] correctly identified poor dis- 
 cipline as the root cause of the Philip- 
pine military's poor performance. How- 
ever, I was surprised that the Philippine 
| Military Academy (PMA) was praised 
. for its high standards. 

On a recent visit to the PMA in 
Baguio City, I was surprised to see re- 
cruits marching sloppily and saluting in 
a casual ‘John Wayne’ manner. 

As an ex-soldier from Down Under, 
I know that if I had conducted myself in 
a similar fashion I would have been 
marched, double time, to the nearest 
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|. Haseeb himself. He was perhaps un- 


| 





guardhouse with a corporal screaming 
abuse in my ear. 


Mareeba, Australia Ken Cotterill 


Unesco book 


I cannot understand your TRAVEL- 
LER’S TALES [24 Dec. '87] about the 
Unesco General History of Africa. I 
have Volume II which you mention. It 
was printed in 1981 in Britain and in the 
same year it was published in Common- 
wealth countries by Heinemann Educa- 
tional Books and in the US by the Uni- 
versity of California Press. The same ar- 
rangements were made in 1984 for Vol- 
ume IV and in 1985 for-Volume VII and 
are being made in 1988 and 1989 for 
Volumes III, V, VI and VIII. 

Sydney Gough Whitlam 


€ [n that case, neither can I. Neverthe- 
less, it was listed in the October catalogue 
of books published by Unesco, spon- 
sored by North Korea's Foreign Minis- 
try. D.D. 


Bully for him 


Sorry to see that the bullies have struck 
again. Here of all places the more clear- 
headed political leaders have begun to 
realise that suppressing information 
damages a government more than it 
helps: they now admit that it deepens 
popular alienation and thus in the long 
term weakens a leader’s legitimacy. 

Lee Kuan Yew seems incapable of 
grasping these subtleties. 


Moscow ‘A well-wisher' 


Echoes of Nazism 


Having read the letter by David Kellogg 
[26 Nov. '87], I frankly am a little sur- 
prised that your otherwise highly com- 


| mendable magazine would print such 
| blatantly biggoted views. I have re- 


cently returned from a fascinating and 


| inspiring two-month journey across the 


Tibetan Plateau followed by a frustrat- 
ing and extremely disappointing month 
in China. 

I am one of those “blond, blue-eyed 
Tibetan nationalists with a backpack" 
that Kellogg described, who leave Tibet 
with feelings of resentment and disgust 
at the Han Chinese's cynical occupation 
of a country that they have no moral 
right to be in, and genuine amazement 
at the compassion shown their oppress- 
ors by the politically naive, devout Tibe- 
tan Buddists. | 

During the past few years, China has 
opened its borders for tourists in an at- 
tempt to attract foreign currency to its 
limited reserves. In addition to the 
affluent camera-wielding organised tour- 
groups who are taken around from 
one "sight" to the next while the 
realities of the dour Chinese lifestyle is 
carefully hidden from them, a large 
number of young, educated and ad- 
venturous backpackers have infiltrated 
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even the most remote areas of China, 
eager to explore and learn from first- 
hand experience what the Chinese re- 
gime has chosen to hide from the eyes oí 
the free world for so long. 

On arriving in Tibet, many traveller: 
are shocked and disgusted by the sigh! 
of an obviously racist, repressive regime 
in action. I can honestly state that th« 
Israeli occupation of the West Bank tha! 
the world loves so much to criticise (anc 
I certainly do not support) appear: 


humane and enlightened when com- 


pared with the Chinese in Tibet. Foi 
example, Kellogg makes the ridiculou: 
claim that there are fewer than 100,00€ 
Hans in Tibet. This, of course, is pure 
fantasy based on the arbitrary annexa- 
tion of the majority of Tibet to other 
provinces of China, and renaming what 
is left the “Tibetan Autonomous Re- 
gion.” The basic policy of the Chinese in 
Tibet is to swamp the Tibetan culture 
with millions of Han peasants, draw 
to "Tibet by financial incentives ( 
simply forced to uproot their house- 
holds. 

Kellogg even has the audacity to call 
the Dalai Lama “a kind of super-Kho- 
meini." The exiled religious and tem- 
poral leader of his people preaches non- 
violence and compassion towards one's 
enemies, and is very much in the 
Mahatma Gandhi mould. 

At this point it should be noted that 
the West turned. a blind eye to the at- 
rocities carried out against the Tibetan 
people by the Han Chinese before, dur- 
ing and after the Cultural Revolution, 
probably due to the lack of investment 
opportunities or the strategic unimport- 
ance of the area. Unfortunately, politi- 
cians such as former US president 
Jimmy Carter make public pronounce- 
ments against such situations when out 
of office, but while in positions of au- 
thority the Tibetan question is viewed 
within the general framework of Sino; 
Western relations. As a result, little id 
done to alleviate the repression of the 
Tibetan people. . - 

Being Israeli, T believe that I have 
enough first-hand experience of the 
term "occupation" to understand the 
ee bla gical and physical difficulties it 

rings.on both the occupiers and the oc- 
cupied. As a Jew, I have witnessed rac- 
ism in many of its ugly manifestations, 
and I do not believe that Han China 
and Nazi Germany are fundamentally 
different in their treatment of indigen- 
ous minorities within what they con- 
sider to be their boundaries. 

My hope is that one day the world 
will make up to the attempted genocide 
of the Tibetan people at the hands of the 
Chinese, especially during the tyranni- 
cal days of Mao Zedong, and that the 
non-violent teachings of the Dalai Lama 
will again be heard in the rebuilt monas- 
teries and temples. One of the greatest 
crimes of our time should be known to 
all. ! 


Tel Aviv Daniel Ben-Tal 
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swiftly to ease Judge from his executive posts. Sydney bureau chief Hamish 
McDonald charts the rise and fall of a renowned corporate raider while con- 
tributor Robert Cottrell looks at the sad fate of Judge’s Hongkong vehicle, Im- 


pala Pacific. Page 58. 





Eight years after the Soviet invasion of 
Afghanistan, Moscow now appears 
seriously pledged to a troop pull-out 
with few preconditions and little re- 
gard for the situation they will leave 
behind for the Kabul regime. 


Page 18 

Taiwan's newly formed Labour Party 
hopes to win the support of the is- 
land's 7.7 million workers, but party 
opinion is split over how to build an 
activist base. 


Page 24 

Former Japanese prime minister 
Nakasone wants to establish a private 
foreign-affairs think-tank, but the 
Foreign Ministry views the proposal 
with suspicion. 


Page 32 
he Singapore Government tables an 
mendment to the press law to allow 
government-sanctioned photocopy- 
ing of foreign publications which have 
had their circulation restricted. 


Page 32 

The upcoming provincial polls in 
the Philippines generates a rising 
swell. of violence, as local politicians 
seize on the last major campaign for 
the next four years to secure influ- 
ence. 





Page 34 

South Korea's ruling party and op- 
position politicians bargain over the 
forthcoming national assembly elec- 
tions. 


Cover illustration by Paul Newman. 


E. Page 48 


Taiwan authorities avert a major 
stockmarket crisis after a leading 
speculator involved in an illegal mar- 
gin-lending operation defaults on a 
US$45 million share purchase. 


Page 49 

Foreign investors provide most new 
investment in Malaysia's increasingly 
important manufacturing sector as 
domestic capital outlay falls sharply. 


Page 50 

Indonesia is to lift spending in its 
1988-89 budget but most of the in- 
crease will be devoted to servicing 
foreign debt rather than promoting 
development. 


Page 52 

A leaked World Bank report calls on 
India to devalue in order to stimulate 
trade and boost economic growth. 


Page 66 

The Philippines expects to start 10 oil- 
drilling projects this year as the 
country's industrial recovery boosts 
energy demand. 


Page 66 

Ailing Malaysian hotel chain Faber 
Merlin files a police report against 
former directors claiming they were 
responsible for the company losing 
US$39 million. 


Page 67 

Kuala Lumpur plans to privatise the 
city's sewers and avoid the cost of ex- 
panding the system in a bid to ease 
pressure on its overstretched budget. 


Page 68 

An informal Gatt conference raises 
hopes that the liberalisation of farm 
trade will be given top priority in the 
next round of trade talks. 
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ew Zealand entrepreneur Bruce Judge, a compulsive 

deal maker, active Christian and asset-stripper, was 
one of the fastest rising stars of the regional stockmarket 
boom. During the five-year bull run, he turned a near bank- 
rupt Australian quarrying company into a Pacific-wide em- 
pire headed by Ariadne Australia, with assets of US$1.5 bil- 
lion. But when the markets crashed, Ariadne was heavily 
| borrowed against investments made at peak prices, and 
trapped in a soured relationship with New Zealand's Re- 
nouf Corp. The conglomerate crumbled. Bankers were call- 
ed in to reduce huge debts and Australian regulators acted 
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REGIONAL 


Soviet athletes to 

attend Seoul Olympics 

The Soviet Union has ended 
months of speculation by an- 
nouncing that it will attend the 
1988 Olympic Games in Seoul, 
South Korea. The 11 January 
statement brought the number 
of countries which have so far 
confirmed their intended par- 
ticipation to a record 153 — 13 
more than attended the 1984 
Los Angeles games which the 
Soviets and other Eastern bloc 
nations boycotted. 

US and Soviet athletes have 
not competed against each 
other since the Olympics at 
Montreal in 1976. Interna- 
tional Olympic Committee of- 
ficials said they expected even 
more entries by.the 17 January 
deadline, leaving North Korea 
almost isolated in its threat to 
lead a boycott. China, an ally 
of Pyongyang, has indicated 
it too will attend. 

— John McBeth 


Taiwan dissidents 

disrupt court hearing 

About 200 dissidents and their 
families noisily demonstrated 
in front of the Taiwan High 
Court on 9 January, disrupting 
court hearings against two 
government critics, Tsai Yu- 
chuan and Hsu Tsao-teh from 
the Formosan Political Prison- 
ers’ Association, held on sedi- 
tion charges for advocating 
Taiwan’s independence from 
China. The wife of Tsai and his 
75-year-old mother chained 
themselves to Tsai to protest 
against the draconian National 
Security Law under which he 
and Hsu were arrested last Oc- 
tober. 

Meanwhile, nearly 1,000 
members and supporters of the 
opposition Democratic Pro- 
gressive Party marched before 
the Legislative Yuan on 11 
January, on the occasion of the 
nation’s Justice Day, protest- 
ing against what they said was 
“the death of justice” in 
Taiwan. — Shim Jae Hoon 


Panchen Lama visits 
Tibetan capital 

The Panchen Lama arrived in 
Lhasa on 11 January for his 
first visit to Tibet since pro-in- 
dependence riots rocked the 
Tibetan capital in September 
and October last year. An offi- 
cial Xinhua newsagency report 
quoted the Panchen Lama as 
saying that the Peking govern- 
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ment “greatly cares about Tibe- 
tan affairs and the Tibetan 
people.” The Panchen Lama 
— who normally lives in Peking 
— is a vice-chairman of the 
standing committee of the 
Chinese National People’s 
Congress and is the second 
Tibetan spiritual authority 
after the self-exiled Dalai 
Lama. — Robert Delfs 


Cambodia still blocks 
Sino-Soviet summit 
A Vietnamese withdrawal 
from Cambodia appears to re- 
main a condition for any Sino- 
Soviet summit — a call for 
which has been renewed by 
Soviet leader Mikhail Gor- 
bachov in an interview with the 
Chinese magazine Liaowang. 
The  magazine's written 
questions focused on US- 


Soviet relations and Soviet 





A 


AO | 
Gorbachov: renewed call. 


economic reforms, studiously 
avoiding Sino-Soviet relations. 
But Gorbachov, unprompted, 
said that a Sino-Soviet summit 
could be the logical develop- 
ment of the political dialogue 
now under way between them. 
He had called for a sum- 
mit without preconditions in 
November, following Deng 
Xiaoping’s renewed offer to 
meet him on Soviet soil after 
a withdrawal of Vietnamese 
troops from Cambodia. 

Commenting on the inter- 
view, a Chinese Foreign Minis- 
try spokesman, ignoring the 
summit suggestion, said on 12 
January: “At present, it is the 
strong aspiration of the inter- 
national community that Viet- 
nam should withdraw all 
its troops from Cambodia 
promptly." 

Although Liaowang appa- 
rently printed the interview in 
full, China's official Xinhua 
newsagency report, carried on 
the front page of the People's 
Daily, omitted any mention of 
the summit proposal. 

— Robert Delfs 











BUSINESS 


Foreign brokers given 
more scope in Taiwan 
Taiwan's Legislative Yuan on 
12 January passed a bill allow- 
ing foreign stockbrokers to 
establish branch offices in 
Taiwan and to make joint-ven- 
ture investments in local secu- 
rities firms. The law also allows 
local brokers who meet capital 
requirements to sell securities 
on margin. Foreign brokers 
will be able to trade on the local 
bourse for local investors, and 
in future they may also be al- 
lowed to sell overseas securi- 
ties to local investors. The 
changes are aimed at encourag- 
ing the local industry's deve- 
lopment through use of foreign 
professional expertise. 

— Jonathan Moore 


CRA finds huge 
rare-earths deposit 
Conzinc Riotinto Australia 
said it has found one of the 
world's largest deposits of rare 
earths in Australia's state of 
Victoria. The core contained 
more than 1 billion tonnes of 
ore, with an average 3% grade 
of heavy metals. It contains 
twice Australia’s previously 
published reserves of rare 
earths, used in hi-tech ceramics 
and electronics, as well as signi- 
ficant quantities of titanium 
and zircon, used in paints and 
high-performance metals. 

— Hamish McDonald 


Former banker faces 
insider-trade charge 
Former banker Allan Ng Poh 
Meng has been charged with 
insider trading in Singapore, in 
connection with the purchase 
of shares in the now-defunct 
Sealion Hotels. The charge al- 
leges that Ng bought 1 million 
shares in 1986, using price-sen- 
sitive information from some- 
one with Standard Chartered 
Merchant Bank Asia, which 
was not generally available. Ng 
entered no plea on 8 January, 
and was freed on bail of S$1 
million (US$492,000). 

— A Correspondent 


Further fall seen 

in Fiji economy 

Fiji Reserve Bank governor 
Savenaca Siwatibau said on 7 
January that unless foreign 
investment increases during 
1988, the economy may con- 
tract by 6% — following a 11% 
post-coup decline in 1987. 
Eight months after the first of 


two military coups that hit the 
economy, foreign reserves had 
risen by mid-January to F$200 
million (US$134 million), 
equal to five months of im- 
ports. Siwatibau termed the re- 
serve position “comfortable.” 
But unemployment was worry- 
ing and inflation, which was 
only 2% at the start of 1987, 
had hit 9% by year-end. 

— Robert Keith-Reid 


China offers new 

industrial law 

China’s long-awaited draft law 
for state-owned industrial en- 
terprises has been approved in 
principle by the politburo, and 
now goes to the standing com- 
mittee of the National People’ 
Congress (NPC) for examin 
tion. The bill will probably b 
presented to the full NPC in 
March. The law will provide 
fundamental legal concepts for 
industrial firms, particularly 
for the factory-director respon- 
sibility system. It will allow en- 
terprises to issue bonds and in- 
vest in other enterprises, but 
does not authorise equity is- 
sues. — Robert Delfs 


Bank Negara takes 
over cooperative bank 
Malaysia’s central bank, Bank 
Negara (BN), has assumed 
control of Cooperative Central 
Bank (CCB) since 7 January. 
BN governor Tan Sri Datuk 
Jaffar Hussein said the move 
would “allow BN to undertake 
an assessment of the CCB’s as- 
sets and liabilities and to con- 
tinue investigations into the af- 
fairs of CCB.” CCB — which 
takes deposits from othe 
cooperatives and individuals — 
recently announced a 1986 
net loss of M$334 million 
(US$131.8 million), wiping out 
all its shareholders’ funds. 

— Nick Seaward 


Bonn converts Burma 
loans into grants 

West Germany has converted 
loans to Burma worth Dm 50 
million (US$31.6 million) into 
outright grants, and will give all 
future development aid in the 
form of grants. The West Ger- 
man ambassador to Burma said 
the move was taken in recogni- 
tion of Burma’s “difficult eco- 
nomic situation.” (The nation 
has sought least-developed 
country status at the UN in the 
face of a rocketing debt-service 
ratio.) Another Dm 100 mil- 
lion in unused funds left over 
from past loans will be used in 
agricultural, energy and indus- 
trial projects. — M. C. Tun 
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TRIBAL GUERILLAS 
Hmong hill-tribe guerillas in Laos 
opposed to the communist 

|| government have stepped up 

| resistance activities north of the 

capital, Vientiane, in recent months. 
In mid-December, the rebels 

| ambushed two trucks along Highway 

13 which were delivering rice to 

| Luang Prabang. The guerillas have 

| often cut the road to Xieng Khouang 
| province and have stepped up their 

| political activities in Hmong villages 

| in the hills of northern Vientiane 

rovince. The fighters apparently are 

oyal to Vang Pao, who was the leader 

of a CIA-backed secret army during 
the Vietnam War, and are thought to 

w, operate out of the Ban Vinai refugee 

amp in northern Thailand. 


‘WIDER HORIZONS 

| The Reagan administration Kas 

| chosen diplomat Morton Abramowitz 
|. to be the next US ambassador to 














. aS the assistant secretary of state for 
the Intelligence and Research 
Bureau of the State Department, 
earlier served as ambassador to 
Thailand. Although Abramowitz’ 
specialisation has been in China and 
Southeast Asia in recent years, he has 
taken increasing interest in 
developments in the Subcontinent. 


ANGRY OLD GUARD 


Backpedalling over political reform 
among elderly conservatives in the 
inner councils of Taiwan’s ruling 
Kuomintang (KMT) has got Ma 
Ying-jeou, a deputy secretary- 
general of the KMT and probably one 
of its most articulate spokesmen, into 

















AUSTRALIA 
. About 100 Aborigines protested during a 
bicentennial parade in Sydney (9 Jan. ). 


BURMA 

A bomb ripped through a packed car- 
riage on the Mandalay to Rangoon express 
train killing eight people and injuring 38. 
The bombing was blamed on the Karen Na- 
tional Union (70 Jan.). 


CHINA 

An Austrian student who was detained at 
a Tibetan hotel for allegedly violating travel 
regulations was given a week to leave Tibet 
and a month to get out of China (// Jan.). 


INDIA 

Security forces in Darjeeling arrested 
-more than 50 Gurkha militants as fresh vio- 
- dence was reported from the northern hill dis- 
| trict, the Press Trust of India said (9 Jan. ). 
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| India. Abramowitz, currently serving | 


| difficulties. Ma has come under heavy 


fire for an interview with a visiting 
reporter of the Hongkong Standard 
| newspaper in which he was quoted as 
| criticising mainland-elected 
legislators for not retiring from their 
| Legislative Yuan seats. After telling 
the local press that he was misquoted 
in the Standard's 5 January report, the 
Harvard-educated former Wall Street 
lawyer is refusing interviews with the 
foreign press. Although retirement of 
old legislators forms the heart of the 
KMT's parliamentary reforms, the 
veterans are seen as a major 
stumbling block. 
EMBASSY PLANS 
- With Sri Lanka 
‘hosting the fourth 
summit meeting 
of the South 
Asian 
Association for 
Regional 
Cooperation in 
1988, Nepal’s 
King Birendra has 
decided to 
establish an 
| embassy in Colombo in early 1988. 
An official team led by Bhinda Shah, 
| the most senior joint secretary of the 











| Ministry of Foreign Affairs who is 

| upped to become Nepal’s first woman 
| ambassador, recently went to 

| Colombo to buy a building to house 

| the embassy. In the past, Nepal's 

| ambassador to Dhaka has been 

_ concurrently accredited to Colombo. 
| 

! 


BORDER TOWERS 


_ Pakistan is building a road and a 
| string of watch towers in Baluchistan 
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| triggered by large-scale smuggling of 


| A new critical study of 


| cities and townsi 


along its border with Iran, from 
where the borders of Afghanistan, ~ 
Iran and Pakistan meet to the | 
Arabian Sea. No official explanatit 

has been given, but the projectis ^ 
widely believed to have been 





























farm machinery from Turkey as well 
as the influx of illegal Iranian 
immigrants, who are said to total 
about 500,000 people in Karachi 
alone. : 


OFFENSIVE ST - 


1968 Tet Offensr 
guerillas attacke« 
Vietnam, is open 
offensive. The st 





Vietnamese forces. 


AFGHAN CON 
The Soviet Unior 
contacts with the 
through Pakistan 
e-Islami party. Si 
Islamabad A.R. 
meetings with Jai 
Husain Ahmed a 


main political backer in Paki 
Ahmed enjoys close personal 


relations with resistance leaders. — | 


EDEN Ee OO MM M C DE da REST AARAU ARIDAM 


| JAPAN 

| Prime Minister Noboru Takeshita ar- 
rived in Washington on an official visit (/2 

| Jan.). 

| 


PHILIPPINES 

Six people were injured and 32 arrested 
after armed men and union members clashed 
at a luxury hotel in Manila, witnesses said. 
Three more election candidates were gunned 
down in killings, which the police blamed on 
communist rebels (77 Jan. ). 





f 
| 
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| SINGAPORE 

| The British weekly The Economist de- 
| cided to move its regional base from 
| Singapore to Hongkong, it was reported (70 
| Jan.). 


SOUTH KOREA 
Students hurled stones and petrol bombs 
| and set fire to a campus building when about 
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| marched through central Taipei to protest 


1,000 riot police raided a university in | 
Kwangju (5 Jan.). Police said they had j|. 
charged more than 90 students after break- | 





| ing up the demonstration in Kwangju (0 4. 


Jan.). 
SRI LANKA 


About 30 Sinhalese extremists attacked a 
paramilitary camp near Colombo, police 
said (71 Jan.). 


TAIWAN 

An independence activist was arrested on 
sedition charges for allegedly murdering a 
Taiwan diplomat in Brazil and mastermind- 
ing bomb attacks on two local newpapersin | 
1982, the Bureau of Investigation said (6 ` 
Jan.). Parliament passed a bill legalising |. 
demonstrations as an estimated 3,500 people | - 


against alleged injustice in the legal system 


(H Jan.). | | 

















{REGIONAL AFFAIRS 


Same place, another time 


he dramatic events of late December 

1979 in Afghanistan plunged the 
world into what at that time appeared to 
_ bea completely new phase of Cold War. 
. . Soviet troops — using Moscow’s 
classic formula of claiming they had 
| been “invited” to support a friendly 
» neighbouring regime “to stop external 
interference and aggression" — swept 
into the country to overthrow the exist- 
ing regime of Hafizukllah Amin, who 
was very swiftly executed, and installed 
Moscow puppet Babrak Karmal with 
the backing of Soviet armour. Before 
moving, Moscow had watched with in- 
i creasing nervousness the unstable situa- 


tion which had been developing since 
the April 1978 coup which overthrew 
president Mohammed Daud. 

The brutality and cynicism of the 
move by Leonid Brezhnev's regime — 
its biggest operation since the invasion 
of Czechoslovakia in 1968 — shocked 
the Carter administration (reeling from 
the Iranian seizure of hostages in Tehe- 
ran), alarmed Pakistan, which saw its 
buffer with the Soviet bloc disappear, 
and raised fears in India of massive US 
military support for Pakistan. It also be- 
came an "obstacle" to better relations 
between Moscow and Peking. 


The Afghan issue — one minor ef- | 


fect of which was a US-led boycott of 
the Moscow Olympic Games — seemed 
for a time to dominate and freeze East- 
West relations. 

But not all the expected results have 
come to pass. The Soviet military 
machine was unable to subdue Afghan 
resistance; Karmal, himself later re- 
placed as president by the tougher 
Najibullah, was unable to produce a 
more acceptable government based on 
the People's Democratic Party of Af- 

hanistan (PDPA). And, after 
rezhnev's death and the eventual suc- 
cession to power by Mikhail Gorbachov 
and his new “openness” policy, Mos- 
cow is indicating an apparently genuine 
desire to disengage itself, with very 


Moscow wants 1988 to end military involvement 


Commitment to leave 


By Nayan Chanda in Washington 


W ith four months to go before Pre- 
sident Reagan leaves for his Mos- 
cow summit with Mikhail Gorbachov, 
an agreement for a Soviet withdrawal 
from Afghanistan could help rapid US 
Senate ratification of the Intermediate- 


range Nuclear Force (INF) treaty that. 
the two signed during their Washington - 


meeting in December. 

The 4-6 January visit to Pakistan by 
US Under-Secretary for Political Af- 
fairs Michael Armacost and Soviet 
Foreign Minister Eduard Shevard- 
nadze's trip to Kabul were clearly de- 
' signed to consult respective allies and, 
in the words of Armacost, to focus *on 
ways of accelerating the search" for a 
settlement. 

The announcement by Shevardnadze 
during his unexpected visit that Moscow 
“would like the year 1988 to be the last 
year of the presence of Soviet troops" is 
. seen by the Reagan administration as an 
encouraging sign that Moscow may be 
serious about its private commitment 
. during the summit to speed up efforts to 
reach a settlement for withdrawal be- 
fore a possible third summit in Moscow 
late May. 
| According to the draft instruments 
- of international guarantees worked out 
. at UN-sponsored talks in Geneva, 60 
days after the signing of an agreement 
the Soviets would begin their with- 
drawal and the US would end its sup- 
port to the resistance. If Moscow is seri- 
ous about its 1988 deadline for with- 
drawal, the superpowers would have to 
reach an agreement about the details 
and how they will be carried out very 
quickly. In fact, Shevardnadze’s remark 
comes after repeated assertions by 
Moscow that it would like the next 


round of talks on Afghanistan, to be 
held in mid-February in Geneva, “to be 
the last.” 

While such public announcements 
are encouraging in so far that they tie 
Moscow down to the privately-agreed 
deadline, the US does not, however, 
want to give the impression of being 
stampeded into an agreement. Hence, 
the administration has adopted a two- 
pronged approach of publicly encourag- 
ing Moscow to deliver on its promise of 
a fast timetable for is 
withdrawal while pri- 
vately seeking mujahi- 
deen cooperation in 
facilitating an honoura- | 
ble Soviet exit. Wash- 
ington has also stressed 
its continued support 
for thé resistance as 
long as the Soviet occu- 


pation continues. 
Commenting on 
Shevardnadze's an- 


nouncement, US Sec- 
retary of State George 
Shultz said Washington 
had already heard such 
comments from Mos- 
cow. He added: “I hope 
that turns out to be the case, and from 
our standpoint, that would be very de- 
sirable." He also went on to add that the 
US looked forward to a firm Soviet 
schedule for withdrawal which *must be 
front-end-loaded, so that once it starts, 
there is a certain irevitability to it, 
there's no turning back." On its part the 
US “will certainly meet the things that 
we have agreed to in the Geneva pro- 
cess," Shultz said as a public assurance 
to Moscow. 


Informed sources said while the de- 
mand about "front-end-loading" — US 


| Jargon meaning withdrawing a bulk of 





| 





the forces from Afghanistan in the first 


| phase rather than a gradual wind-down 


— is not incompatible with the outline 
drafted by negotiators in Geneva, 
another remark by Shultz can be seen as 
a fresh condition. Asked whether the 
Soviets would stop helping the Afghan 
army after its withdrawal, Shultz said: 
“We would presume that as a part of 
SKETCHES tyMoganows that agreement, mili- 

S tary supplies would 
stop going in there.” 

Sources familiar 
with the Geneva, 
negotiations said that} 
j| | the issue of supplies to 
(J| Kabul after a Soviet 
withdrawal was.not ad- 
dressed in the draft 
agreement drawn up by 
UN mediator Diego 
Cordovez. “The ques- 
tion is,” one analyst 
said, “to what extent it 
is a serious new de- 
Bue. mand or to what extent 
.| Shultz is trying to sound 
tough to reassure the 
American conservatives." If it is the 
former, the US position could introduce 
new difficulties he said. 

However, other sources pointed 
out that the question of continuing 
Soviet aid could become moot if an in- 
terim government came into being 
while the withdrawal began. Although 
Moscow has publicly stated that its 
withdrawal was no longer linked to 
success in forming a government of 
national reconciliation, diplomatic 
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ited demands. For Washington, 
= the appeal of Afghanistan as an anti- 
- Soviet propaganda weapon has palled 
- asrelations have improved and real pro- 
gress has been made on arms-reduction. 

But if the Soviets do actually with- 
draw — the first time they will have vol- 
untarily pulled troops out of an oc- 
cupied territory since their exit from 
Austria — they are unlikely to leave a 
political vacuum, and there are enorm- 
ous problems involved in bringing 
the resistance forces into government 
of national reconciliation. And the 
costs — for the Soviets, for the stabi- 
lity of the region and most of all for 
the Afghan people, 3 million of whom 
fled into neighbouring Pakistan and 
Iran rather than live under the So- 
viet military regime, have been enor- 
mous. 







ic to expect the Soviets to con- 


regime in Kabul collapsed and the 
mujahideen begin massacring Afghan 
army troops. 

Moscow would like to see a tripartite 
government composed of elements of 
the PDPA — but not necessarily includ- 
ing the current government leaders — 
prominent officials of the former Af- 
ghan regime and mujahideen represen- 
tatives, Exiled king Zahir Shah has been 
sounded out as a possible head of such a 
government. Most observers believe 
that in view of the resistance groups' 
deep animosity towards the PDPA and 
divisions that exist among the muyahi- 
deen themselves, formation of such a 
government will be a very difficult and 
lengthy process. 

A Soviet party official familiar with 
Shevardnadze's talks with Najibullah in 
Kabul was quoted as saying that 
shevardnadze’s statement on a 1988 
vithdrawal was intended "to give our 
friends a friendly nudge to encourage 
them to sort out their problems." 

Armacost, who held talks with 
mujahideen leaders in Peshawar, noted 
at a press conference the gulf of differ- 
ence that existed between the au- 
thorities in Kabul and the Afghan resis- 
tance and said it remained to be seen 
“whether the spur of the prospective 


[Soviet] troop withdrawals add impetus | 


to their search for a solution.” 

But at least on one count he seemed 
to have obtained assurance of a 
cooperative approach. Armacost noted 


the statement by Yunis Khalis, chair- | 


man of the Peshawar-based Islamic Al- 
liance, that the resistance is “prepared 
to undertake arrangements that would 
facilitate the orderly withdrawal and 
safe conduct by Soviet forces during 
their withdrawal." Armacost praised it 
as a "healthy" move which would 
"facilitate a significant reduction in 
the timeframe” of a soviet with- 
drawal. 
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urces say that it would be unrealis- | 


"tinue an orderly withdrawal while the | 


| 


| last year of Soviet pre- 


| of a Geneva agreement. 


A costly adventure 


Soviets in hurry to end the drain on army 


By Sophie Quinn-Judge in Moscow 


citm officials are making no secret 
of the fact they would like to get out 
of Afghanistan as fast as they can. 

"Ihe political cost, and especially 
the cost in lives is too high," said a 
Soviet expert interviewed by the 
REVIEW. Western estimates of Soviet 
casualties — about 35,000 — are “very 
close" he said. 

Shevardnadze's two days of talks in 
Kabul were described by both Western 
and Soviet observers as difficult, but his 
remark that he hoped 1988 would be the 


sence was read as a signal 
that Moscow is willing to 
accept Pakistan's with- 
drawal deadline of eight | 
months after signing an | 
agreement. | 
What the Soviets now | 
seem most unclear about 
is Washington's readi- | 
ness to act as a guarantor 
| 
| 
| 
[CRIMINI GU 


There is cautious op- 
timism here, though. 

In Shevardnadze's in- 
terview with the official 
Afghan Bakhtar news- | 
agency, he took a dif- 
ferent line on “outside 
interference” than Soviet spokesmen 
have followed in past public statements 
— they have repeatedly emphasised the 
need for an end of aid to the mujahideen 
resistance as a pre-condition for a troop 
withdrawal timetable. 

Shevardnadze simply pointed out 
that once an agreement was signed, 
“obligations to cease outside interfer- 
ence will come into effect.” He added: 
“In accord with the prepared docu- 
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as guarantors of this 
phasise that the . 
agreed to act asa gu 
ingly to end aid to th 
rying out military actions...” = 

Of the four documen ais being nego- 
tiated, one is a bila a greement be- 
eee on 


great detail. vil 
how it will be moni 
ment now stands, it specifies 
ference will be monitore« d UN per- 
| an is said 


st week, how- 





certain. 
can] people are saying: 
‘we shall not stop our as- 
sistance to people fight- 
ing for freedom." Some 
think Reagan is talking 
this way to project the 
image of a very strong 
president. Another type 
of report coming from 
the US side says: 'Let 
them reach agreement in Geneva, let 
the US side give its final answer after the 
agreement is signed.’ But Reagan can- 
not have an unconditional withdrawal 
of Soviet troops — that is tantamount to 
surrender of the Soviet Union, which is 
unthinkable.” 

The same source predicted that the 
Reagan administration will give the 
green light to the Geneva agreement as 
part of some sort of package deal on 


ments, the USSR and the USA will act | strategic arms reduction. “The Afghan 


ani 
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ever, “maintains that the | (e 
US position is not yet |. 
“Some [Amer |- 





issue is one where the US has for a very 
low price gained very high profits . . . 
But the Reagan of 1988 is very much 
more interested in getting an agreement 
with the Soviet Union than the earlier 
Reagan.” 

The Soviets appear to be saying 
plainly that a settlement is more impor- 
tant to them than the future role of the 
PDPA or Najibullah. This reinforced 
the impression received in Washington 
during the December summit that the 
Soviets do not link their troop with- 
drawal to the nature of an interim gov- 
ernment in Kabul. 

When asked if there would be a 
change in the character of Soviet-Af- 
ghan relations, Shevardnadze coolly re- 
plied: “We had good relations with the 
royal government, at the time of Daud, 
and after the April [1978] revolution. 
We are convinced that such relations 
will be preserved under the government 
which will be formed in Afghanistan as 
the result of national reconciliation.” In 
the political dialogue which will be part 
of an internal political settlement, “no 
one can claim a monopoly on power,” 
he added, in an apparent rejection of 
Najibullah’s claim in Moscow last July 
that the PDPA would retain “an or- 
ganising and mobilising role” in the 
political process. 

“As we understand the programme 
of national reconciliation at this stage,” 
Shevardnadze said, “what is being dis- 


Disengagement game 


Pakistan anxious to avoid a last-minute blood bath 


By Husain Haqqani in Islamabad 


A s well as seeing the “loose ends” of a 
Geneva agreement on Soviet with- 
drawal tied up, Pakistan would also like 
to work out methods for monitoring the 
withdrawal of specific Soviet military 
units on specified dates so that Moscow 
cannot use their forces for liquidating 
the mujahideen during the period of 
withdrawal. 

The fear that the Soviets might try to 
secure a military victory for their Af- 
ghan communist allies after interna- 
tional support for the mujahideen has 
been cut off following agreement over a 
withdrawal timetable, has obviously 
preoccupied the resistance's support- 
ers. US Secretary of State George 
Shultz's suggestion that Moscow should 
cut off aid to Kabul at the same time as 
Western and Islamic nations stop assist- 
ing the mujahideen is an obvious reflec- 
tion of this concern. 

Pakistan expects to raise these is- 
sues, along with the question of an all- 
party interim government in Kabul, 
with UN mediator Deigo Cordovez, 
who is expected to visit Islamabad by 
the end of January. The Pakistanis are 
also hoping that Soviet Deputy Foreign 
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cussed is the formation of a coalition 
government on the very broadest base. 
At the same time, one must bear in 
mind that the formation of a coalition 
government is envisaged as only a first 
step on the path to the working out of an 
all-Afghan agreement on the future." 


T he Soviet expert later confirmed that 
his government assumes that the 
PDPA would have to surrender a sub- 
stantial portion of its power in favour 
of other factions. *But not to the radi- 
cal opposition," he added. “Radi- 
cals on both sides should go." Najibul- 
lah has good relations with some tribes 
and has bad relations with others, the 
expert said. “But whoever is there while 
Soviet troops are, will be marked as a 
Soviet puppet.” 

Asked how Shevardnadze’s two 
meetings with the Afghan president had 
gone, the same expert replied: “We 
started preparing Najibullah for the in- 
evitable a year ago. 
The important thing is 
to have a stable politi- 
cal structure without 
[Islamic] fundamenta- 
lists coming to power." 

The Soviets’ cur- 
rent optimism about 
obtaining an agree- 
ment rests partly on 
their analysis of 
Pakistan's aims. “I 


Minister Y. M. Vor- 
ontsov will accept an 
outstanding invitation 
to visit Islamabad and 
hold direct discus- 
sions on details of an Afghan settle- 
ment. “Whether Vorontsov comes here 
and talks to us will indicate the level 
of the Soviet commitment to an early 
settlement,” observed the official, 
adding that without direct discus- 
sions between Islamabad and Moscow 
several issues could remain unre- 
solved. 

During Armacost’s talks with Pakis- 
tani officials, both sides agreed that 
there could be no settlement without its 
acceptance by the mujahideen and that 
the Soviets would have to compromise 
over the dominant role of the PDPA in 
an interim government. 

Although Armacost met mujahi- 
deen leaders during his stay, the resist- 
ance has not yet formally been drawn 
into the diplomatic process. Pakistan 
maintains that it will not dictate the ac- 
ceptance of a settlement to the resist- 
ance nor would it agree to talk on its be- 
half. When Cordovez starts his shuttle 





think [President] Zia-ul Haq has basi- 
cally obtained the main goals of his Af- 
ghan policy,” said the expert. “He has 
consolidated his political position. He 
has modernised his army — what he had 
in 1977 was fourth-rate. He has 
achieved economic recovery with assis- 
tance from the Islamic world. Now Zia 
has nothing to lose and everything to 
gain from an agreement.” He con- 
tinued: “Zia is assured now that if 
agreement is reached, no government 
in Kabul will dare contest the Durand 
line” — the Afghan-Pakistan border im- 
posed by the British in 1893. 

“The only thing that can prevent this 
political settlement now is if the Ameri- 
cans try to hold us down there — to 
bleed us,” the same source said. “Here 
the intellectuals, people at large and the 
government itself are in favour of with- 
drawing. 

“But please don’t forget we have a 
plurality of interests here: some peopl 
say: ‘We shall never 
allow the Soviet 
Union to be humi- 
liated as the US was 
in Vietnam.' If the 
people in the White 
House think they can 
continue  indefinite- 
ly with asymmetrical 
agreements, they will 
be making a mis- 
take." Oo 


mission between Ka- 
bul and Islamabad, 
he is expected to meet 
resistance leaders, 
and Pakistani officials 
say they will act as 
facilitators in his 
talks. But the mujahi- 
deen will have to be 
brought into the 
negotiating process 
directly at some stage, 
and observers believe the possibility 
of a settlement will increase as soon as 
the Soviets agree to talk directly with 
them. 

Despite Shevardnadze’s low-key 
support for the PDPA, the view in Is- 
lamabad is that Moscow and Kabul have 
yet to resolve the question of its future 
role among themselves and also that 
there might be differences within the 
Soviet leadership as to the extent to 
which the PDPA should be sacrificed 
for a comprehensive settlement. 

Agreement over an interim govern- 
ment acceptable to Moscow as well as 
the mujahideen is crucial because with- 
out it arrangements for a ceasefire and 
esas military disengagement cannot 

e made. As one official explained, a 
legally constituted authority in Kabul is 
a pre-requisite for enforcing a ceasefire, 
inducting a UN peacekeeping force and 
implementing mechanisms for military 
disengagement. Oo 
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HONGKONG 


By Emily Lau in Hongkong 

SS cnn among residents here 
.w9to human-rights issues has been 
heightened by renewed attempts by 
local groups to secure the release of a 
 Hongkong-born Chinese imprisoned in 
China for engaging in "counter-re- 
. volutionary" activities and by a visit by 
two members of the British Parliament's 
human-rights group. 

In December, a number of religious 
and labour groups petitioned Hong- 
kong Governor Sir David Wilson to re- 
quest the early release of Liu Shanging, 
a 35-year-old computer sales engineer 
who is serving a 10-year sentence in 
Canton for "collaborating with other 
counter-revolutionary elements to at- 
tack the socialist system and the 
people's democratic dictatorship and to 
violate the laws and regulations of 
China." 

Some members of the so-called 
Committee for the Rescue of Liu Shan- 
qing held a three-day sit-in outside the 
Hongkong branch of China's official 
Xinhua newsagency, Peking's chief 
representative body in the territory. 


TAIWAN 









No place to hide? 


| China's jailing of territory's residents raises human-rights questions | 





A Roman Catholic priest, Fr Franco 
Mella, staged a week-long hunger strike 
in protest against Liu's imprisonment. 
Liu has been adopted as a prisoner of 
conscience by Amnesty International, 
the London-based human-rights group. 

Liu, a graduate of Hongkong Uni- 
versity, was arrested in December 1981 
while visiting the families of jailed 
Chinese democracy-movement activists 
Wang Xizhe and He Qiu. He was sen- 
tenced in 1983. Liu has repeatedly re- 
fused Chinese attempts to get him to 
plead guilty to the charges laid against 
him. His father, 63 and in poor health, 
last visited Liu in October 1987, when 
he discovered his son had been put in 
solitary confinement to study Marxism- 
Leninism. Liu has periodically suffered 
this form of punishment. 

Liu was by no means a leader in Hong- 
kong’s own democracy movement, 
and the harsh punishment given him is 
scen only as a deterrent to others who 
would meddle in mainland politics. The 
Chinese Government regards all 
Hongkong Chinese “compatriots” as 


Clarion call to workers 


Newly formed Labour Party split on building an activist base 


By Shim Jae Hoon in Taipei 


tiny band of intellectuals and 
labour activists has succeeded in 
launching Taiwan’s first workers’ party, 
but it remains questionable whether the 
party can really devise a comprehensive 
policy to give a new political voice to the 
country’s growing industrial workforce. 
The launching of the Labour Party 
.| on 5 December and its election of Wang 
| Yi-hsiung as chairman and Su Chin-li as 
secretary-general has attracted consi- 
| derable attention, though that interest 
| has been confined mostly to a limited 
circle of intellectuals, dissidents and 
prominent union leaders. | 
The party's manifesto proclaims its 
hope of becoming the main political 
| vehicle for the 7.7 million-strong indus- 
rial workforce of Taiwan. Although the 
ruling Kuomintang (KMT) makes its 
presence felt in all aspects of life, it is 
generally seen as the base for the main- 
land immigrant elite to consolidate its 
institutional control over native Taiwan- 
ese and has largely failed to win the politi- 
cal interest of Taiwanese, who mostly con- 
fine themselves to commerce or labour. 
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Unlike similar parties in Europe and 
elsewhere, the new party's ideological 
colouring has been deliberately toned 
down, presumably to protect itself from 
charges of being soft on communism, 
which would put it at loggerheads with 
the stridently anti-communist KMT. As 
a way out of this dilemma, the party's 
manifesto recognises the private owner- 
ship of the means of production and the 
capitalist principle of a market economy 
as part of its basic philosophy. 

The strenuous effort to deflect any 
negative reaction from the government 
might be seen in the adoption of its 
Chinese name, Kungtang or Party of 
Workers, rather than the more ideol- 
ogically evocative nomenclature of 
Laotungtang, which is more universally 
used in Chinese for labour party. The 
word Laotung denotes "labour" as trad- 
itionally used by the Left. 

The party tries to supplement such 
ideological wariness with strong calls for 
free unionism, opposition to job dis- 
crimination against women and Tai- 
wanese aborigines in the workplace, 
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Chinese nationals — even those who 
hold the so-called British dependent 
territories citizens passports, which are 
issued by the Hongkong Government 
but are unacceptable to Chinese au- 
thorities for travel to China by ethnic 
Chinese. Hongkong Chinese travel to 
China on “home-visit permits” issued 
by mainland authorities. 

Questions about Liu's detention 
have been raised in the British Parlia- 
ment. The government's response has 
been that all Hongkong Chinese have 
limited British and Chinese nationality 
and that since this is the case, the British 
Government could not offer protection 
to someone arrested by Chinese au- 
thorities. | 


S ome of Liu's supporters accept that 
the British Government cannot inter- 
vene in Liu's case because, they say 
it is a Chinese matter. But they vie: 
Liu's arrest and detention as a human- 
rights issue and have criticised local 
democrats for not speaking out on Liu's 
behalf. They accuse these people of 
focusing narrowly on the interests of 
Hongkong and failing to look at de- 
velopments in their wider context. 
Many local democrats believe the 
fight for democracy in Hongkong is in- 
evitably linked to the democracy move- 
ment in China. However, they say they 
have refrained from speaking out on the 
Liu case because they do not want to be 






and a more balanced sharing of the na- 
tion's wealth. Also, the manifesto calls 
for tighter enforcement of laws govern- 
ing industrial health and hazards, and a 
special tax and financial support pack- 
age for the island's many small- and 
medium-sized industries. 

But scarcely a month after its formal 
founding, the party is witnessing aq 
wrangle over how to proceed with its 
local organisations. Wang, the party’s 
chairman and only member of the 
Legislative Yuan, wants to expand the 
current nationwide membership, which 
numbers about 500. Others in the party 
suggest his desire to build a grassroots’ 
organisation is motivated largely by the 
next Legislative Yuan election due by 
November 1989, when he faces a test of 
popularity in the industrial city of 
Kaohsiung — he needs more supporters 
for his election campaign. 


T: party’s 3 January central commit- 
tee debate over this issue indicated 
that he faced considerable opposition to 
seeking a major increase in party mem- 
bership at this time. The party’s vice- 
chairman, Lou Mei-wen, a tough, vete- 
ran factory activist from the militant 
unions at the Far Eastern Synthetic 
Fibre Co., favours “quality” of mem- 
bership over “quantity.” which would | 
limit the ranks of local party branches to 
trade union activists in an effort to high- 
light the party’s “purity.” 
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accused by Peking of meddling 
in what China considers its in- 
ternal affairs. 

But the local democrats 
agree that without democracy 
in China, Hongkong, as a future 
special administrative region 
(SAR) of China, will not enjoy 
the high degree of autonomy pro- 
mised in the 1984 Sino-British 
Joint Declaration on Hongkong’s 
future. In the declaration, Bri- 
tain and China agreed that 
Hongkong would be returned 
to Chinese sovereignty in 1997. |» 

The renewed attempts to se- |’ 
cure Liu's release have gener- 
ated nervousness among some 
in Hongkong's pro-democracy 
movement who fear that one day Peking 
may regard their activities as "counter- 


evolutionary." The Chinese criminal. 


ode stipulates that all Chinese nation- 
als, including those residing outside 
China, are subject to Chinese jurisdic- 
tion and so can be charged for-engaging 
in counter-revolutionary activities. 
There are no reliable statistics on 
how many Hongkong Chinese have 
been jailed in China, but a ne pe 
Government official said about 20 such 
cases have come to the government's at- 
tention. Most, she said, involve commer- 
cial offences, but a few are of a political 
nature. The detainees' families are reluc- 
tant to speak in behalf of relatives for 


In mid-December, Lou catapulted 
himself into the limelight of Taiwan’s 
labour movement by campaigning for 
re-instatement of a worker at the 
Chungshin Textile Co. in Tsungli who 
was fired for militant unionism. Sup- 
ported by independent unions and 
Labour Party activists in Kaohsiung, 
Lou was able to force Chungshin to 
reinstate the worker, an event that was 
hailed as a significant win for Taiwan’s 
workers against a major company. 

With Lou and others against “dilut- 
ing the purity of workers’ movement,” 
in the words of one party adviser, the 
“purists” won the vote at the central 
committee meeting by a close margin of 
seven to six after a 
heated debate. 

However, those who 
provide the intellectual 
skeleton to the Labour 
Party, such as writer 
Chen Ying-chen and 
academic Hwang Yueh- 
chin, have warned 
against reading too 
much into the party 
schism. “For a small 
fledgeling party like 
the Labour Party 
just getting its feet 
down, such debates are 
a part of learning 
by experience,” Chen 
said. 
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Protesting workers: manifesto. * 
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Protesters outside Xinhua call for Liu's release. 


fear of antagonising Chinese authori- 
ties. The Liu case has demonstrated the 
vulnerability of Hongkong Chinese to 
arrest and detention in China. 

The joint declaration stipulates that 
*provisions of the International Coven- 
ant on Civil and Political Rights [ICCPR| 
and the International Covenant on 
Economic, Social and Cultural Rights 
as applied to Hongkong shall remain in 
force" after 1997. 

However, China is not a signatory to 
these covenants, and if it does not be- 
come one by 1997, it will have no obliga- 
tion, other than that stated in the joint 
declaration, to implement the provi- 
sions in the Hongkong SAR. A Hong- 


Nevertheless, Hwang is concerned 
over the long-term consequences of 
such internal differences. "We've got 
the car now but what happens if it 
doesn't agree with the driver's direc- 
tion?" he asked. Chen, though, believes 
intellectuals like himself and others 
should step back and allow the workers 
to sort out the differences. In other 
countries, a labour party is born after 
long periods of struggle by workers 
themselves, rather than organised by 
political activists, whereas in Taiwan 
the process has had to be reversed be- 
cause of the restrictive political environ- 
ment, Chen said. 

The different path by which the 
Labour Party in Taiwan 
has emerged is unlikely 
to affect its initial en- 
thusiasm for a broader 
activist base. According 
to Su, the focus will be 
on expanding the tiny 
but independent union 
bases in the south, 
the Brotherhood of 
Kaohsiung City Work- 
ers Cadres and the 
Workers Solidarity As- 
sociation. Rejecting the 
government-sanctioned 
Chinese Federation of 
" Labour, the only na- 
tional umbrella organi- 


Gos oe sation covering all 


kong Government source said 
the protection offered in the 
joint declaration was meant only 
to apply to Hongkong people 
residing in Hongkong and could 
not protect Hongkong people 
when they are in China. 

But whether the joint de- 
claration really will provide 
protection to Hongkong resi- 
dents in post-1997 Hongkong is 
in doubt. Nihal Jayawickrama, 
a Hongkong University law lec- 
turer, said that since Britain 
has never ratified an optional 
protocol to the ICCPR, resi- 
dents here have no right to peti- 
tion the UN Human Rights 
Committee on alleged infringe- 
ments of the covenant. 

The two MPs from the British parlia- 
ment’s human-rights group, Clive Soley 
and Robert Hughes, recently conducted 
a fact-finding visit to Hongkong which 
concluded that the statements on 
human-rights contained in the Sino- 
British joint declaration should be built 
into the Basic Law. The Basic Law, 
being drawn up by Peking, will serve as 
a mini-constitution for the Hongkong 
SAR. The MPs also argued that the 
international human-rights covenants 
should be made subject to jurisdiction 
in Hongkong’s courts. To do so, the 
MPs said, they must be incorporated 
into local law. R) 


trades, these groups in fact form the 
two vital labour components in the 
party. 

In step with the slow and arduous 
work on the organisational level, much 
propaganda work is planned from mid- 
February. The party’s first campaign is 
against an attempted revision of the 
Labour Union Law by the government- 
sponsored Labour Commission that 
seeks to water down a key clause deal- 
ing with the workers’ right to organise, 
which could make it more difficult for 
independent workers to launch their 
own free unions in the face of official 
pressure. 

The effectiveness of such campaigns 
will depend a lot on whether the party 
can reach a satisfactory working re- 
lationship with the Democratic Progres- 
sive Party (DPP), the biggest political 
opposition group in Taiwan. Wang was 
originally a DPP member. 

But forging closer collaboration 
would seem to be the Labour Party’s 
weakest aspect, as many of its intellec- 
tual mentors, anchored in the dissident 
China Tide group, which advocates a 
one-China policy of reunification with 
the mainland, reject the DPP on the 
grounds of its support for Taiwan’s self- 
determination, or eventual indepen- 
dence. Other doctrinaire Labour fig- 
ures criticise the DPP on purely labour 
issues, saying DPP’s record on trade 
union activism has been poor. Oo 
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NEW CALEDONIA 


Backed into a corner 


Paris leaves Kanaks with little option but to cause trouble 


By Hamish McDonald in Sydney 


French security forces in New Cale- 
donia and the local judicial machin- 
ery have been bearing down hard on the 
Kanak (indigenous Melanesian) inde- 
pendence movement, as the conserva- 
tive government of Premier Jacques 
Chirac in Paris carries out its plans to 
take back some of the local-government 
powers shifted to Kanaks by the previ- 
ous Socialist Party administration. 

Since a referendum on 13 September 
offering New Caledonia’s 146,000 resi- 
dents the choice of full independence or 
remaining with France, Paris has kept 
nearly 8,000 troops, paramilitary gen- 
darmes and police in the Pacific terri- 
tory. Aggressive patrolling in and 
around Kanak villages has resulted in a 
number of shooting incidents in which 
three gendarmes and one Kanak youth 
have been killed. 

The September poll yielded a widely 
predicted result, which only French 
conservatives and the mainly White set- 
tler majority in New Caledonia have 
taken as decisive. Among the 59% of 
eligible voters who participated, an 
overwhelming majority opted for stay- 
ing part of France. But the abstentions 
included nearly 80% of the Kanak vot- 
ers, apparently heeding a call by the 
Kanak Socialist National Liberation 
Front (FLNKS) to boycott the vote. 

The UN decolonisation committee 
has since renewed a call for an interna- 
tionally acceptable act of self-determi- 
nation, though the majority backing this 
call has fallen somewhat. 

Combined with the intrusive secu- 
rity-force presence, Kanak sensitivities 
have been roused by a Noumea court’s 
acquittal in October of seven settlers 
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charged with the December 1984 am- 
bush and massacre of 10 young FLNKS 
supporters as they returned home to 
their villages from a meeting in nearby 
Hienghene. The acquittal, in the face of 
what seemed like overwhelming evi- 
dence from 80 witnesses, drew protests 
as an example of “colonial justice” and 
bias from newspapers around the 
Pacific, as well as from some French 
civil-rights groups. 

The Kanaks themselves have con- 
trasted the handling of the Hienghene 
massacre with the relentless pursuit of 
Kanak suspects in the shooting of the 
gendarmes. At FLNKS meetings in 
November, leaders were reported as 
shifting from their previous policy of 
non-violence to urge Kanaks to take up 
arms in self-defence. This brought 
prompt investigation. On 16 December, 
as he returned from a meeting with 
French President Fran- 
cois Mitterrand, FLNKS 
president Jean-Marie 
Tjibaou was served at 
Noumea’s airport with a 
court summons charging 
him with incitement to 
murder and violence. 

Tjibaou declared he 
would ignore this and has 
so far not been pursued. 
But FLNKS vice-presi- 
dent Yeiwene Yeiwene 
was arrested on 22 De- 
cember after failing to 
heed a similar summons 
and put in custody pend- 
ing trial. Yeiwene was re- 
leased on 28 December 
after an appeal initiated 





Open vote, open patronage 


The ruling party uses its official clout 


By Husain Haqqani in Islamabad 


pao. Pakistan's largest province, 
has introduced voting by a show of 
hands in elections for chairmen of local 
councils. As a result, the ruling Pakistan 
Muslim League (PML) won all the 
mayoral offices and the chairmanships 
of district councils in Punjab. The deci- 
sion to dispense with secrecy of the bal- 
lot has resulted in protests from opposi- 
tion politicians as well as from members 
of the PML. 
Critics 


accused  Punjab's Chief 


. Minister Nawaz Sharif of introducing 





the new procedure to ensure his per- 
sonal influence in selecting the heads of 
local authorities. Mayors of cities and 
chairmen of rural district councils are 
chosen by councillors already elected by 
direct adult franchise. 

As PML supporters were in a major- 
ity of councillors after the 30 November 
local elections, the ruling party was sure 
to have its candidates as chairmen of 
most of the councils. But Sharif appa- 
rently was afraid of losing control in the 
second stage of voting, mainly because 
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by metropolitan authorities embarrass- 
ed by the local magistrate's zeal. 

Speaking after receiving the sum- 
mons, Tjibaou — who lost two younger 
brothers in the Hienghene murders — 
admitted calling on Kanaks to buy arms 
for self-defence. “If there is nothing to 
restrain the massacre of Kanaks then 
our militants must take steps to protect 
themselves," he said. “It is in this sense 
that I maintain it is the task of each 
militant who has the right to bear arms, 
and the money to buy them, to purchase 
guns for their own protection." Gun- 
ownership is widespread in New 
Caledonia, with tens of thousands of 
weapons in private hands. 

Meanwhile, the Chirac government 
gained passage in France's National As- 
sembly of a statute giving increased au- 
tonomy to New Caledonia. This re- 
draws the boundaries of the four regions 
set up as a transitional step towards in 
dependence under the plan of the previ- 
ous Socialist Party government of Lau- 
rent Fabius. The Fabius plan isolated 
the capital Noumea in one region, 
which left the rural-dwelling Kanaks the 
majority in the other three. The new 
statute transfers certain outlying parts 
of Noumea to the neighbouring western 
region, which assures a 
non-Kanak majority in a 
second region. 

Territorial executive 
powers are shifted from the 
French high commissioner 
to a 10-member executive 
body comprising the heads 
of the four regions and six 
other members, who are to 
be elected by proportion- 
al representation. This 
would ensure the Kanak 
vote could place only four 
of the 10 members. 

Many analysts else- 
where in the South Paci- 
fic see this leaving the 
FLNKS little option but 
to cause trouble. O 


of factional rivalries and the possibility 
of dissident PML members making 
common cause with the opposition. 

By legislating an open vote, the Pun- 
jab government ensured the success of 
its chosen candidates, as local politi- 
cians seldom confront the more power- 
ful provincial authorities. Sharif jus- 
tified the switch to an open vote on the 
grounds that it eliminated the possibility 
of buying and selling votes — a wide- 
spread practice in previous local polls. 

The open vote also increased the 
chief minister’s leverage in selecting 
local government bosses. As elections 
for chairmen progressed, councillors re- 
ported intimidation by police and other 
administration officials and, in some 
places, opposition members boycotted 
council meetings to protest. 

A Punjab court rejected an appeal 








Bond Centre. 
Now ready for immediate 
occupation. 


Hong Kong's newest and most 
dramatic office building is now ready for 
immediate occupation. Bond Centre, located 
at Queensway, Central. 

To date, well over 50% of the available 
office space has been leased. The list of 
tenants includes Hewlett-Packard, Longines 
and Intel Semi-Conductor as well as a 
number of banks and finance companies. 

As a rapidly expanding new area of 
Central, Queensway is ideally located just 
minutes away from the Mandarin, Furama 
and Hilton Hotels to the west. To the east, the 
soon-to-be-completed Marriott, Conrad and 


mw Shangri-La Hotels. 


While on its doorstep, taxis, buses, 
minibuses, trams and the MTR. 

Flexibility too, is a major feature of 
Bond Centre. Convenient floor shapes and 
sizes can accommodate both small and 
large offices in a multitude of layouts. 

And finally, rental levels are among 
the most competitive in Hong Kong. 

If you would like to make the move 
to the new centre of Hong Kong, just call or 
write to Mr. Michael Laven or Mr. Simon 
Haynes of First Pacific Davies. 
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CENTRE 


Central, Hong Kong 


Sole leasing agents: 


FIRST PACIFIC DAVIES 
FIRST 23rd Floor, Two Exchange Square, Central, Hong Kong. 
I 


'ACIFICJ Tel: 5-8104838 Tix: 61851 HX Fax: 5-8104313 




























against the amended election rules, up- 
holding the government’s view that the 
right of a secret ballot applied only to 
elections involving the general public. 
Under the court’s ruling, secondary 
elections, such as those for council 
| chairmen, could be held by show of 
hands if the law so provides. 

The decision to eliminate the secret 
| ballotsomewhat undermined the demo- 
. cratic credentials of the PML. The rul- 
| ing party once again appeared to .be 
|. leaning on the state machinery instead 
| of depending on its own organisation 
and popular support. 

When Sharif first proposed elections 
by a show of hands, several federal 
ministers and chief ministers of all other 
provinces opposed it. They argued that 
the government should not risk its credi- 
bility for the sake of securing the elec- 
tion of specific individuals and pointed 
out that party control of most local au- 
thorities had already been guaranteed 
by the election of pro-government 
councilors. 

Other provinces refused to join Pun- 
jab in changing the method of elections, 
but this did not deter Sharif from imple- 


Casting votes, except in Punjab 


menting the change. The chief minister 
is said to have no qualms about using 
such arbitrary methods in governing 
Punjab, and his colleagues justify his 
policies as simply an application of the 
power of incumbency. 

A few days before the local elec- 
tions, terms of employment of the pro- 
vince's civil servants were amended, en- 
abling the government to retire officials 
at its discretion. This was widely seen 
as a signal to police and other 
functionaries to assist ruling party can- 
didates or risk losing their jobs. 

x PML activists allege that the Punjab 

. chief minister’s methods have made the 
party subservient to the administration 
and dependent solely on the politics of 
patronage. Measures such as voting by a 
show of hands, they say, only provide 
justification for the opposition's rejec- 
tion of the political process. 

Party workers say the PML should 
develop the ability to mobilise support 
through its own organisation, without 
resorting to administrative interfer- 
ence. If it fails to do so, key constituen- 
cies in the Punjab would be alienated, 
causing problems at the next general 
election. 
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Joy and apprehension 
over the Thai monarchy 


or the people of Thailand, Decem- 

ber 1987 was indeed a topsy-turvy 
month. It started with a great deal of 
pomp and circumstance as King Bhu- 
mibol Adulyadej, whom the Thais 
revere, celebrated his 60th birthday on 5 
December. However, like the fireworks 
marking the occasion, the joy of the 
celebration rapidly faded — to be re- 
placed by deep apprehension. 

The fear was born of several 
thousand leaflets, distributed in the 
country and containing critical material, 
not only about Crown Prince Maha Vaji- 
ralongkorn but also about the monarch 
himself. The problem was sufficiently 
serious for the armed forces and the 
police to interrupt normal TV program- 
mes on 8 December to assert their de- 
termination to put an end to these at- 
tacks on the monarchy in the “most de- 
cisive and severe manner.” Some of these 
culprits were identified as communists. 

The nation's 
joy is not at all dif- 
ficult to explain. | 
More than any of 
his predecessors, 
Bhumibol, the 
ninth in the line 
of the reigning 
Chakri dynasty, “~~ 
has made the monarchy an institution 
close to the hearts and minds of the 
people in an age when most other mon- 
archies, either have been overthrown or 
are in the process of withering away. 

When Bhumibol acceded to the 
throne after his elder brother’s sudden 
and still unexplained death in 1946, he 
was not prepared for the task of king- 
ship. His predecessor was only a few 
years his senior and thus had been ex- 
pected to remain ruler for a very long 
time. Nor was he given much of a role 
in the beginning, for the institution of 
monarchy had been kept under firm 
control by a succession of political lead- 
ers, who had participated in the over- 
throw of absolute monarchy in 1932. 

That the monarchy’s flagging for- 


| tunes were dramatically revived in the 


late 1950s and early 1960s was initially 
due to the force of circumstances. The 
then ruling strongman, field marshal 
Sarit Thanarat, needed to enhance the 
legitimacy: of the 
authoritarian sys- 
tem he was build- 
ing and turned to 
the monarchy for 
support. Once 
more the king was 
treated with ex- 
treme veneration 


the Chakri dynasty. 
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and honour. Once more the monarchy 
became the focus of the nation's atten- 
tion, as the king and his family were al- 
lowed to travel, not only within the 
country but also on numerous state vis- 
its abroad. 

Assisted by the rapid expansion 
of communications technology in the 
1960s, Bhumibol and Queen Sirikit 
were able to gain access to the hearts 
and homes of their subjects, in a way 
that his predecessors in a less advanced 
age had never been able to do. ! 

However, there is little that is og 
tuitous about the present strength an 
popularity of the monarchy. As he 


| made clear to a recent gathering of 


all families descended from the Chakri 
kings, Bhumibol considers kingship 
which is created, not by divine beings 
for divine purposes, but by the people, 
to be depended upon by the people and 
to act for the good of the people. 

This Buddhist- 
inspired concept 
of kingship is, of 
course, not new 
and can be traced 
back at least to the 
annals of the 
Sukhotai era in 
the 13th century. 
But what is new is the present mon- 
arch’s strength and commitment to- 
wards it. Bhumibol considers his king- 
dom to be besieged by a number of 
grave challenges and is determined to 
resolve them. Towards this end, he se “4 
the monarchy’s active leadership of an 
participation in the country’s develop- 
ment as necessary and desirable. 

Thus, he and his family have travel- 
led constantly through remote and poor 
areas, visiting people to hear their grie- 
vances and gauge their needs. The king 
has personally initiated many develop- 
ment projects — now numbering more 
than 1,000 — mostly concerned with im- 
proving water, land and human re- 
sources. For him the key is not to draw 
up “macro” plans which may be irrele- 
vant to the people, but to bring to the de- 
velopmental process the human dimen- 
sion, the balanced touch and the patient 
gradualism that are generally lacking in 
national economic strategies. 
| In  post-1932 
Thailand, the 
monarch  per- 
forms various 
| functions as head 
-of state, but his 
| primary duties are 
^. ,j considered apoli- 

| —] tical- — his role is 







above politics. But popular acceptance 
of the monarchy as an institution and of 
the king as a person, combined with the 
latter’s role as the catalyst of develop- 
ment, makes royal involvement in poli- 
tics more or less inevitable. 

At the present juncture, the monar- 
chy directly or indirectly, intentionally 
or otherwise, plays a number of roles 
which have become integral to the Thai 
political system. | 

One is that of the symbol of national 
unity, essential for a society which, 
though relatively homogeneous, has its 
share of cleavages. In this connection, 
the monarchy also acts as the factor of 
continuity, wher conflicts occur in other 
political institutions. Since 1932, the 
kingdom has gone through 13 constitu- 
tions, 16 coups and 46 cabinet changes. 
The monarchy has also become a force 

of national reconciliation, when ex- 
B political polarisation takes place, 

s evident from the royally initiated 
development projects at former com- 
munist strongholds. 

The second major role is that of the 
last-resort conflict man- 
ager when the stresses 
and strains of the system 
reach a point of crisis. On 
several occasions since 
1973, the palace has inter- 
vened to restrain military 
groups which would have 
toppled the government, 
caused bloodshed or pre- 
cipitated unpredictable 
crises. In turn, this role 
creates a balance — pre- 
carious at times to be sure 
— among the power 
groups: military, bureau- 
cracy, political par- 
ties and business in- 
terests. 

The nation's ap- 

rehension is less easy to 

explain. Certainly many 
Thais are unhappy with the purported 
contents of the leaflets. But the root of 
the matter runs much deeper. These 
leaflets came at a time of uncertainty in 
the minds of the public about the king’s 
plans in the immediate future. 

Simply put, rumours have been cir- 
culating for some time that the king may 
abdicate, perhaps going into monk- 
hood, before mid-1988. And the king 
has not made any attempt to quash the 
rumours. In fact, in his 1986 birthday 
address he made some cryptic remarks 
about water not standing still but inevit- 
ably having to flow on. “In our life- 
time,” he said then, “we just perform 
our duties. When we retire, somebody 
else will replace us . . . One cannot stick 
to a single task forever, one day we will 
grow old and die.” | 

Apart from these remarks, there has 
not been any development to lend cred- 
ence to the rumours, but they seem to 
have been considered sufficiently seri- 
ous for a high-ranking prince and a dep- 
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uty private secretary of the king to make 
public denials. 

These rumours, in turn, serve to put 
the spotlight on the crown prince, who 
as the only son of the king is the success- 
or to the throne. The Palace Law of 
1924, which is still in force, categorically 
denies the right of succession to female 
offspring of royalty. Under the 1978 
constitution, royal succession has to 
take place in accordance with the Palace 
Law concerning succession, subject to 
consent by parliament. 

Now a major-general in command of 
the Bangkok-based Royal Guards Regi- 
ment, the crown prince had over the 
past few years rapidly come into his own 
as heir to the throne. He has been en- 
trusted with carrying out an increasing 
number of royal duties both at home 
and abroad. And for all intents and pur- 
poses, he has his own court which is 
centred around his second wife and 
their five children, who recently have 
received extensive media coverage. 

Given the monarchy’s role in Thai- 
land’s political and economic develop- 
ment, as well as its place 
in the hearts and minds of 
the populace, any uncer- 
tainty regarding the fu- 
ture of the monarch in- 
evitably causes a great 
deal of apprehension. 
Doubts continue to be ex- 
pressed, mostly in private 
but now increasingly in 
the open, about the 
crown prince’s capacity 
to evoke the kind of in- 
tense political loyalty 
from the people and the 
major domestic political 
power groupings that his 
father is able to do. 
Doubts also persist as to 
whether the crown prince 
can match his father’s 
subtle and mediatory 
role in politics. 

All men and institutions go through 
processes of change and transforma- 
tion. Bhumibol has achieved a great 
deal for his country and for the institu- 
tion he inherited without forewarning, 
but by doing so, he has set perhaps an im- 
possibly high standard of attainment for 
his successors. Should the leadership 
provided by the monarchy become less 
effective for one reason or another in 
the future, there will be grave political 
consequences. 

The precarious balance among the 
major political groups and factions 
would certainly be destroyed. A vacu- 
um would be created both in the politi- 
cal system and in the soul of the nation. 
This vacuum is one which only the mili- 
tary would be capable of filling, given its 
monopoly of coercive power, organisa- 
tional cohesion and control of the media 
and grassroot politics. For many Thais 
this ultimately is the root of their ap- 
prehension. R) 
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Thinking think-tank 


| Nakasone’s proposed research institute irks some in government 


By Charles Smith in Tokyo 

F ormer Japanese prime minister Yasu- 
M hiro Nakasone, never one to let the 
grass grow under his feet, appears to be 
stirring up problems for his successor by 
his ambitious plan to found a Peace 
Strategy Research Institute as Japan's 
|j answer to such famous Western think- 
| tanks as London's International Insti- 
tute for Strategic Studies or America's 
Rand Corp. 

Nakasone's idea is admitted to be 
| timely. But sources close to Prime 
| Minister Noboru Takeshita, who is not 
| noted for his expertise in foreign affairs, 
think that in proposing to start and run 
such an institute, Nakasone may be try- 
ing to do more than fill a gap in the 
countrys apparatus for analysing 
foreign-policy issues. 

A key point about the plan would be 
for the proposed institute to draft speci- 
fic policy proposals — not just to collect 
facts as existing Japanese think-tanks 
have tended to do. This would mean, 
critics say, that the Takeshita cabinet 
could find itself dangerously over- 
shadowed in the foreign-policy field. 
One official source even suggested that 
Japan might be faced with a situation re- 
calling the pre-war system in which two 
rival authorities fought for control of 
the country's foreign policy: the Foreign 
Affairs Ministry and the military. 

In coming up with his proposal, 
Nakasone was apparently motivated by 
a genuine belief that the country needs 
to develop more brainpower in the 
foreign-affairs field in order not to be 
left out of debates between the US and 
its allies on important foreign-policy 
and defence issues. Nakasone seems to 
have been especially impressed during 
the early part of his premiership by the 
failure of Japan under previous leaders 
to make its influence felt in disarma- 
ment negotiations — particularly those 
between the US and the Soviet Union 
involving intermediate-range nuclear 
forces (INF). Nakasone himself, how- 
ever, managed to impress on President 

Reagan his views on the INF issue. 

| The danger of being ignored would 
be less if Japan were equipped to take 
initiatives instead of merely reacting to 
Other country's moves, Nakasone is 
said to believe. Foreign Ministry offi- 
cials who, for the record, describe 
Nakasone's proposal as a "basically 
good idea," say privately that a lot will 
depend on whether the institute is es- 
tablished as a private foundation or as a 
government entity. 

A purely private entity putting for- 
ward proposals on new foreign-policy 
issues for consideration by the govern- 
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ment would be “no problem," one offi- 
cial told the REVIEW, but an institution 
which was partly or wholly government- 
al would threaten the Foreign Minis- 
try’s authority and risk landing Japan 
with a “dual-control system" in foreign 
policy. The idea of sharing responsibil- 
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ity for foreign-policy making with any- | 
one is anathema to Foreign Ministry | 


bureaucrats who have a “folk memory” | 
of the way the ministry’s authority was | 


undermined in the 1930s. 
The trouble about trying to set up a 
purely private organisation, the official 


asserted, is that adequate private-sector | 


financing is unlikely to be available 
without some kind of lead from the gov- 
ernment. Nakasone himself is said to 
want a purely private |... = 
entity, but the Keidan- | 


ren, Japan's premier | Tu 2 s r1 
business — confedera- | &4^*$*4 
; ae eni we & Kw 
tion, has said unoffi- | tt *- 
cially it will not support | 17 aa 
the project — at least | 4 f 


unless the government 
provides a lead. 

Support from an in- 
dividual company or 
group of companies — 
such as the power- | ` 
ful Mitsubishi group, |^ . 
which includes Japan's |. 
largest defence con- 
tractor — might be 
forthcoming, but would 
probably also be seen 
as compromising the in- 
stitute's independence. 

In order to get 
around the problem of public vs pri- 
vate support, Nakasone may need the 
blessing, if not the official endorsement, 
of his successor. But Takeshita, while 
publicly favouring the notion of estab- 
lishing a high-powered foreign-affairs 
research institute, seems determined 
that it should have a strictly fact-finding, 
not policymaking, role. Disagreement 
between Nakasone and Takeshita on 
the proposed institute’s role has crop- 
ped up since Takeshita became prime 
minister in early November and seems 
to point to a personal struggle for influ- 
ence between the two men. 

Before October 1987, when Naka- 
sone picked him as his successor, 
Takeshita had apparently gone to some 
pains to appear as a backer of the 
Nakasone initiative. A proposal for the 
establishment of a foreign-affairs think- 
tank was a last-minute addition to the 
policy platform on which Takeshita 
sought leadership of the ruling Liberal 
Democratic Party. 
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|Nakasone’s cartoon persona: self promotion. 
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Sceptics about the Nakasone plan 
suggest that apart from finding the 
funds needed to endow the institute — 
estimated at between ¥15 billion 
(US$123.9 million) and *20 billion — 
recruitment of staff could be a major 
problem. Japan has relatively few 
first-class academic specialists in 
foreign-affairs and defence policy, and 
one of the best known, Masataka 
Kosaka of Kyoto University, may have 
put himself out of the running by accept- 
ing an appointment at a rival organisa- 
tion, the Defence Agency’s Research 
Institute for Peace and Security. 

Nakasone, however, seems ready to 
cast his net wider than the government 
when recruiting talent for the institute. 
At least one senior Japanese journalist, 
with contacts in overseas institutions, is 
known to have been indirectly ap- 
proached with a request to keep a look: 
out for foreign talent, who might 
willing to work in Japan, when travel- 
ling in Europe or the US. 

Whether Nakasone succeeds in es- 
tablishing the kind of organisation he 
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has in mind, there seems no doubt that 
he will play an increasingly visible role 
as an unofficial spokesman for Japan in 
the nextfew months. Inlate January, the 
former prime minister is due to make his 
first international appearance since step- 
ping down as prime minister at an econo- 
mic conference in Davos, Switzerland. 

At home, one of Nakasone's recent 
initiatives has been to launch a quarterly 
magazine entitled Yatchan's, borrow- 
ed from Nakasone’s own boyhood 
nickname. Yatchan's seems dedicated 
to making sure Nakasone’s charismatic 
personality continues to get the public 
exposure he evidently craves. 

The 40-page first issue of Yatchan’s 
contains a full two-page colour repro- 
duction of one of Nakasone's paintings 
of Mt Fuji, a gossip column by Mrs 
Nakasone recounting, among other 
things, Nakasone's one-time habit of 
dancing Swan Lake in his underwear 
and a manga, or comic book, ver- — 
sion of his early political career. n. 
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_ Volatile financial markets play havoc 
profitability and with your strategic 
incial plannin ing. 

*. Market forces > that age with you 


Because Chase can 
provide a range of innovative financial 
-solutions that will help you manage 
-and contain your financial risks. 
| All based on four - 
i instruments: forwards, utes. 
swaps and options. 
- Individually, they may seem BOB 
ting, but in practice, using the financial 
skills of Chase, they're not. 
" For example, if rising 
| interest rates will damage your 
"business, then a cap arranged with 
BS Chase can help you contain the 

B. extent of the rise withina — — 
B predetermined limit. 

Alternatively, an interest rate swap 
can convert your floating interest rate into one 
ES thats fixed. 





Moreover, with the help 

BE of a Chase reverse floating tailored 
B rate contract, you could turn an 

Í interest rate rise into a competitive 

PS advantage. It's priced like an ordinary 
lan but inversely, so that if interest rates rise you. 

pay less. 

And, while interest rate volatility 
represents one aspect of the financial hazards 
you may be facing in 1988, currency fluctuations 
or commodity price movements can be equally 
unpredict able 

. Say for example, your borrowings 
are in one currency and your earnings are in 
another; given an unpredictable and volatile 
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market, that mismatch could represent a 
significant danger to your business. 
That's why at Chase we'll work with 
you to advise you, and to provide a currency — 
swap or another tailor made and appropriate 
solution that will effectively mat is 
other similar foreign exchange I 
What's more, we've | 
commodity companies achi ontrol 
over their income by guarante um 
prices for their commodity. 
And, on the other ł 
created commodity indexed s 
enabled commodity users t 
to remove the effect that a | 
have on their operating or. $ 
And, even if. yo 
are going is not quite so ce 
an appropriate solution. _ 
Our interest rat 
exchange participations will 
a forward rate to protect yc 
against you but still, shou 
to benefit from part of the ga 
Right now, wer 
companies that previously i 
notes to issue shorter term 
with an accompanying cap. 
from any interest rate fall wh 
increase in interest payments s 
rates go up. 






























In fact, as a global financià 
institution with a wide range of the most | 
sophisticated and innovative financial products — . 
at our disposal, and the skills to apply them, we m 
can have your financial risks so thoroughly | 
covered that you'll be free to concentrate on — 
managing only the risks related to your business. T 

So, while we can't predict the future, — 
a phone call to Chase will mean that we can. - 
start helping you to guarantee yours. 
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For further information contact your Chase Relationship Manager, or call il Debbie Duncan 
on our Special Transactions Desk in Hong Kong on (51 841 4367 or Matt Hoffman 
on our Swaps desk on (5) 843 1218, or your local Chase office 





At good hotels, guests come and go. 

At great hotels, guests come and go and then return again and again. 

At Inter-Continental Hotels, three out of four guests are so impressed with 
the luxury of our service, dining facilities and exquisite rooms that they return again and again 
So come to Inter-Continental. 

For unsurpassed staff, for unforgettable meetings, for marvelous locations, 

for beautiful restaurants, for an incredible vacation, for real relaxation 

and a genuine welcome . . .Inter-Continental. again and again 


For reservations, please call any one of our 100 hotels worldwide or see your Travel Agent. 


HONG KONG 

We're able to give our guests 
the best of Hong Kong. Great 
food, great views and a 


SINGAPORE 

The Pavilion Inter-Continental's 
fine reputation is a result of 
the friendly, courteous and 


BOMBAY 

Our people make the 
difference. After they welcome 
a guest for the first time, they 


TOKYO 

Guests tell us they return to 
the Keio because we are a 
‘friendly’ hotel. Not ‘courteous’ 


downtown location that puts 
them in the centre of the 
action. 

Gerd Koidl 

General Manager 

Hotel Furama Inter-Continental 
Hong Kong 


efficient service provided by 
our employees, it is for this 
reason that 70% of our guests 
return again and again. 
Andrew Quinlan 

General Manager 

The Pavilion Inter-Continental 
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say "Welcome back" to a 
friend. The best of all reasons 
for our guests to return. Again 
and Again. 

Subir Bhowmick 

General Manager 

Taj Mahal Inter-Continental 
Bombay 
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or ‘hospitable’, qualities which 
everyone expects in Japan, 
but ‘friendly’. What a great 
feeling that gives us 

Yoji Kawatsuma 

Genera! Manager 

Keio Plaza Inter-Continental 
Tokyo 


kw pp ERE 


ope Jd d 
prr? pr? 


| Ar ppEEEF wm LAS 
* dé pw BERNA umma pnmum 
5 Baas 
L a 
was 


meon 








| CHINA 


A small concession 


A court releases a ‘rebel’ Catholic bishop from parole conditions 


By Louise do Rosario 


hina’s recent release of a former 

Roman Catholic bishop from pa- 
role conditions points to a continuing, 
albeit slow, improvement in Peking- 
Vatican relations. However, normalisa- 
tion of diplomatic relations between 
China and the Vatican is not likely in the 
near term. 

On 5 January, the Shanghai Higher 
People’s Court released Bishop Ignatius 
Gong Pinmei, 87, from his parole condi- 
tions, declaring him a completely free 
man two years after his release from 
jail. Gong was sentenced to life impri- 
nment in 1955 for high treason be- 
cause, Chinese officials say, he opposed 
the government's land-reform pro- 

ramme and discouraged young 

atholics from joining the Chinese 
Communist Party (CCP), trade unions 
and the army, which was then par- 
ticipating as a “volunteer” force in the 
Korean War. 

A November 1987 meeting between 
the Philippines’ Cardinal Jaime Sin and 
CCP General Secretary Zhao Ziyang in 
Peking is believed to have been instru- 
mental in removing the restrictions 
placed on Gong. 30 Giorni, a Vatican- 
based religious monthly, reported re- 
cently that Zhao indicated to Sin that 
Peking was ready to drop its 30-year-old 
demand that the Vatican break rela- 
tions with Taipei before resuming bi- 
lateral relations. The Chinese Foreign 
Ministry has denied the 30 Giorni re- 
port, saying it was “without basis.” 

In 1957, Peking cut formal ties with 
the Vatican and set up the government- 
supervised Chinese Catholic Patriotic 
Association, which appoints Chinese 
bishops. Catholics proclaiming alle- 
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giance to the Vatican were subjected 
to persecution. Gong was appointed a 
bishop by the Vatican. 

Analysts doubt there has been any 
real change in Peking’s stand on the 
Taiwan issue. Peking has not made 
many concessions in its campaign to iso- 
late Taipei diplomatically. China views 
the Taiwan problem as a domestic affair 
and does not tolerate outside interfer- 
ence. There are no strong political or 
economic reasons for Peking to com- 
promise its position for the Vatican, 
analysts say. 

During Sin’s Peking visit, China is- 
sued a statement reiterating its position 
that, “if the Vatican is sincere about im- 
proving relations with China, it should 
take practical steps to cut off [its] 
so-called diplomatic relations with 
Taiwan.” However, Sin said then that 


US encourages private aid to Vietnam and presses MIA issue 


By Christopher Goscha in Washington 


» a move designed to give Hanoi 
greater incentive to speed up its prom- 
ised accounting of Americans missing in 
action (MIA), the Reagan administra- 
tion is encouraging the establishment 
of a private foundation to provide 
humanitarian aid to Vietnam. And in 
order to underline the administration's 
support for such assistance to Vietnam, 
President Reagan himself has written to 
a private aid agency official who re- 
cently travelled to Hanoi to discuss aid. 
The unprecedented move reflected the 
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administration's hopes of achieving 
some noteworthy success in obtaining 
information about the MIAs before the 
end of its term in 1988. 

A US State Department official con- 
firmed that the legal process of setting 
up a non-profit foundation to oversee 
the garnering and channelling of private 
funds to non-government organisations 
(NGOs) doing rehabilitation work in 
Vietnam was under way. The US hopes 
to encourage increased, tax-exempt 
private and corporate contributions for 


“Taiwan is no longer an issue," but he 
did not elaborate. 

Another major obstacle to improved 
bilateral relations is the rift between so- 
called patriotic Catholics, who practise 
their faith within the government's ap- 
proved church, and those who have re- 
mained loyal to the Vatican. There are 
3.3 million Catholics in the government- 
sponsored church, official figures indi- 
cate. It is believed that there are several 
millions more in the unofficial "silent 
church," which still looks to the Vatican 
for leadership. 

The release of Gong from his parole 
conditions is viewed as a public-rela- 
tions exercise rather than a major con- 
cession to the Vatican. “It’s a way of 
saying *we want to make improvements' 
but without giving anything concrete 
away," a source said. 

A visitor who met Gong in Shanghai 
soon after his release from parole condi- 
tions described him as “alert and intel- 
ligent," adding that he looked “quite 
healthy, though a little deaf ... ." Gong 
appeared “a little nervous and was 
cautious not to say anything that may 
bring harm to others," the visitor said. 
When asked about his faith, Gong told 
the visitor: “If I do not believe in the 
pope, I’m not a Catholic. I'm still loyal 
to him." 

Gong made it clear that he has no re- 
lations with the patriotic church. Gong 
lives with 40 other priests, holds mass in 
private, practises taichi and reads the 
Bible every day. 

There is no suggestion that Peking 
will release other imprisoned priests in 
the foreseeable future. Amnesty Inter- 
national, the London-based human- 
rights group, has reported that at least 
10 Catholic priests and lay Catholics, 
aged 50-80, were arrested in Shanghai in 
November 1981 for their “persistent 
refusal to cooperate" with the govern- 
ment-sponsored church. Two years 
later, they were brought to trial. One 
priest was sentenced to 15 years' impri- 
sonment. Oo 





humanitarian aid to Vietnam. Although 
short of providing direct aid, the estab- 
lishment of such a foundation will sym- 
bolise an increased US concern for 
humanitarian help to Hanoi and will 
give the until now shunned Viet- 
nam a new status concerning such 
aid. 

In an effort to break the deadlock 
with the Vietnamese on the accounting 
of MIAs, Reagan sent his special envoy, 
John Vessey, to Hanoi to meet Viet- 
namese Foreign Minister Nguyen Co 
Thach on 2-3 August 1987 (REVIEW, 8 
Oct. '87). But implementation of a joint 
agreement signed during the visit to 
speed up accounting for MIAs and to 
address Vietnam's humanitarian con- 
cerns, has been slow. Only five sets of 
remains have been returned out of the 
70 agreed upon in August. Meanwhile, 


Hanoi has complained through private 
channels that nothing concrete has been 
done to meet its massive humanitarian 
needs. 

In an attempt to reassure Hanoi, on7 
December 1987, Reagan sent a letter to 
Larry Ward, who led a delegation of 
five charitable organisations to Vietnam 
on 21-24 December. In this letter 
Reagan told those taking part, that they 
will “help accelerate a process of heal- 
ing that, despite our continuing political 
differences with Vietnam, is much 
needed.” Ward showed the letter to his 
Vietnamese hosts. During the visit, the 
delegation travelled to five of the seven 
prosthetics centres in Vietnam. There 
are 60,000 amputees in Vietnam, with 


only 15% of the demand for prosthetics 
being met. 

Although Reagan told the delega- 
tion that this mission, “without a politi- 
cal agenda, offers to help because help 
is needed,” his letter nevertheless had 
an obvious political objective. With 
time running out in his term, Reagan 
has sent a signal to Hanoi to speed up its 
accounting of MIAs. 

His letter, coupled with the planned 
establishment of the foundation, is to be 
tangible proof to the Vietnamese of 
Washington’s sincerity. 

In addition, the letter will also pro- 
vide a “stamp of legitimacy,” as one de- 
legation member said, to NGO efforts 
to send humanitarian aid to Vietnam. 


And, Reagan’s letter to the group gave 
the clearest signal that the time has 
come to remove Vietnam from pariah 
Status to a new level of respectability as 
far as humanitarian aid was concerned. 

By encouraging NGOs, the adminis- 
tration also hopes to be able to bypass 
legal obstacles barring direct negotia- 
tions with Hanoi and deflect the criti- 
cism of US conservatives who are totally 
opposed to any conciliatory gestures. 
The Reagan administration has offi- 
cially denied any linkage between the 
MIAs and aid. However, the founda- 
tion move is likely to be welcomed by 
Hanoi as it further strengthens the im- 
plicit linkage between their mutual 
humanitarian concerns. Oo 
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Shy but not retiring 
Army chief’s future leaves analysts guessing 


By Paisal Sricharatchanya in Bangkok 


thee prospect of Thailand's army commander and acting 
supreme commander Gen. Chaovalit Yongchaiyut step- 
ping down from active service this year now appears increas- 
ingly uncertain, contrary to previously held assumptions. Al- 
though the 55-year-old Chaovalit remains insistent on his 
long-expressed desire to retire early — the mandatory retire- 
ment age is 60 — there is a groundswell of support from both 
within and outside the army for him to carry on. 

In these circumstances, local media interest in Chaovalit's 
future has increased, which is not 
surprising in the light of the political 
influence wielded by the army com- 
mander. At a time when the conduct 
of local political parties leaves much 
to be desired, the army as an institu- 
fion remains an influential power 
broker. Solid backing from the army 
was one crucial factor behind Prime 
Minister Prem Tinsulanond's suc- 
cessful return to serve a third term 
following the July 1986 general elec- 
tion. 

At one time, Chaovalit was tip- 
ped as a potential successor to the 
premiership in the post-Prem era, 
especially if Prem decided to resign 
after two major national celebra- 
tions: King Bhumibol Adulyadej's 
60th birthday in December 1987 and 
the king becoming the Thais' longest-reigning monarch in 
July 1988. Now that Prem has indicated he intends to serve 
the full term until 1990, the current view is that Chaovalit, 
after quitting the army, may be made defence minister. 

However, senior officers are understood to have privately 
asked Chaovalit to stay on, though apparently without suc- 
cess. The latest call was by deputy army commander Gen. 
Wanchai Ruangtrakul, during a meeting of about 100 top 
army officers on 30 December, which he disclosed to news- 
men the following week, saying they had *expressed a wish" 
for Chaovalit to lead them through 1988. 

On 7 January Chaovalit's retirement plan took on a new 
dimension when some Bangkok newspapers headlined a 
statement by Interior Minister Prachuab Suntarangkoon 





which indicated that Prem wanted Chaovalit to stay on. 
Prachuab said Chaovalit can do more good for the country by 
remaining in active service. In any case, a senior officer's re 
ignation has to go through several steps and must be ap- 
proved by his superiors who, in Chaovalit's case, are Defence 
Minister Paniang Karntarat and Prem. 

Chaovalit is something of a maverick general who has at- 
tracted a lot of attention because his early retirement plan is 
unprecedented in an institution which has seen many previ- 
ous commanders seek extensions of their term. 

He first broached the plan five years ago as deputy army 
chief of staff when he said he would retire at 55. After taking 
over the army top slot in May 1986, he has stated often that 
he would remain in the post for only two years, meaning that 
he would retire at the age of 56. But Chaovalit's ambiguity 
over his retirement plans has given rise to some public an- 
xiety which has prompted Kukrit Pramoj, a former prime 
minister and respected elder statesman, to criticise him for 
not making clear his plans. 

Sources close to Chaovalit told 
the REVIEW he wants to set an exam- 
ple of an army commander staying in 
the job for only about two years, in 
order to allow upward mobility in the 
senior army hierarchy. At least one 
other top officer, armed forces chief 
of staff Gen. Sunthorn Kongsom- 
pong, recently followed the lead by 
announcing his intention to quit after 
two years. 

Western military-affairs analysts 
have credited Chaovalit with instill- 
ing professionalism in the army, and 
implementing a modernisation pro- 
gramme to turn it into a more effi- 
cient force. He has also won respect 
for spearheading the ambitious reaf- 
forestation programme to “green” 
the northeast region, part of his policy to engage the army in 
development projects (REVIEW, 23 July ’87). The project 
would give him kudos on which to build a future political 
career that most analysts believe he has set his sights on, de- 
spite Chaovalit brushing aside questions about his post-re- 
tirement plans. 

Ironically, the same group of people who are clamouring 
for Chaovalit to stay on are among the prime candidates to 
succeed him in the army top slot. These include Wanchai, 
Sunthorn and army chief of staff Gen. Charuey Wongsayant 
— all his classmates from Chullachomklao Military 
Academy's Class I. In response, some local newspaper com- 
mentators have suggested that the Class I group is undecided 
about the post-Chaovalit army leadership. 


LS 


30 


21 JANUARY 1988 e FAR EASTERN ECONOMIC REVIEW 
















































The only bilingual 
Telephone Directory for 
China published 

semi-annually 


In order to maintain CPB’s accuracy and time- 
liness CPB will henceforth be published twice 
each year, covering Spring/Summer (available 
January — June) and Autumn/Winter, (available 
July - December). 


Given the frequency with which din take 
place in China amongst both the domestic and 
foreign business and banking communities, the 
semi-annual frequency of The China Phone 
Book guarantees its users the most up to date 
and accurate listings of the most important 
contacts in China. 


Our database will constantly be updated to 
bring you the latest listings you need, when you 
need them. 
You can save 20% off the combined price by or- 
dering | both the current Spring/Summer and the 
umn/Winter editions now. Published in July 
tumn/Winter edition will be sent to you 
| eren h the moment it becomes available 
if you order both now. 


Not only will you have the most up to date busi- 
ness listings in China at your fingertips . . . but 
. you'll save money at the same time. 


. 1988 Editions 
~ | Spring/Summer — January - June 
d Autumn/Winter — July - December 






` The China Phone Book Co. Ltd is a wholly owned 

a . subsidiary of Review Publishing Company Li- 
nited, Publisher of the Far Eastern Economic 
eview, Asia’s leading publication. 


usiness Directory: January — June Edition 
completely revised and updated — 


A vital reference for anyone interes ed 
in doing business with China. 4 


e Completely updated listings 
Unique classified yellow pages 
e Designed for maximum usefulness 
e Lists all foreign companies and joint ventures 
e Careful selection of useful Chinese firms 
e Categorized by major industry groups 
e New compact page layout ) 
e Indexed for easy use 
e Good for travel or office reference 
e Names and addresses in both tapes and Chinese 






















Designed for Maximum Us 
This directory is a comprehensive listing from ouro% 
relevant companies in China of interest to the busin 
specifically intended to give you easy access to its c 
designed, computer generated classification and in 
and unnecessary information has been eliminated to 
you efficient access. 


New Classified Yellow Page 


Our tenth edition includes the first Classified Y 
covering the entire PRC. Over fifty categories of 
you updated, accessible information on China s s 
travel, etc. Classified listings include: 2 


* Airlines e Business Services * Computer 
* Hotels e Shipping Companies nd ma 





To: The China Phone Book Co Ltd, GPO Box 11581, , Hong K K TENE 
Please rush me copy/copies of the China Phone Book as indicated: 











Name: 
(Please print in Block Letters) 
Address: 
Tel: 





L] China Phone Book 1988, Spring/Summer Edition 
Price: Hong Kong: HK$300, Elsewhere: US$50 (nctusive of airmail postage). 


No. of copies: 


3 China Phone Book 1988, Spring/Summer and Autumn/Winter Editions combined set 
at 20% savings. Send Spring/Summer Edition immediately and Autumn/Winter Edi- 
tion immediately upon publication in July. 

Price: Hong Kong: HK $480, Elsewhere: US$84 (inclusive of airmail postage). 


No. of sets: 
LJ I enclose in payment thereof (cheque payable to The China Phone 
Book Co Ltd) 


[] I prefer you charge to my credit card (tick one): 
C] American Express [] Diners Club 


Card No: 


O Master Card CI Visa 


Exp. Date: 





Signature: EEE 
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SINGAPORE 
Keeping a free press 


New law allows photocopies of restricted publications 


By Michael Malik 


TM Singapore Government is tak- 
ing steps to make sure that copies of 
the REVIEW and other foreign publica- 
tions, the circulation of which it has ser 
verely limited for political reasons, will 
still be made available to Singaporean 
readers. 

Introducing an amendment to Sec- 
tion 17 of the Printing Presses Act in 
parliament on 11 January, Minister of 
Communications and Information Yeo 
Ning Hong explained that the govern- 
ment would give ministerial approval 
for the sale and distribution of photo- 
copies of publications to facilitate the 


free flow of information, according to a 
report of the proceedings in The Straits 
Times newspaper. 

The circulation of the REVIEW was 
limited from more than 9,000 to 500 
copies by the government on 26 De- 
cember because it had allegedly “en- 
gaged in domestic politics" in Singa- 
pore. As a result, the REVIEW decided 
to withdraw all circulation. The 
REVIEW was the fourth publication to 
be so limited under the press law since 
October 1986, when Time magazine was 
served with a government order for re- 
fusing to print in full a letter from a gov- 


ernment spokesman. Since then circu- 
lation of The Asian Wall Street Journal 
and Asiaweek have been similarly lim- 
ited to 400 and 500, respectively. 
Time's circulation was restored in July 
last year. 

To overcome the problem of in- 
fringing Singapore's Copyright Act, the 
new law would require that the copies 
be made with the approval of the gov- 
ernment and sold or distributed with- 
out profit — after accounting for the 
cost of production and services, the re- 
port said. Singapore is not a signatory 
to the International Copyright Conven- 
tion or the Berne Convention on 
copyright, but has its own law which 
prohibits reproduction without copy- 
right unless the material is for study 
or research. 

The government has previously said 
that its aim in restricting circulation of 
foreign publications is to limit profit 





PHILIPPINES 


Vendettas and violence 


Parochial feuding dominates provincial election campaign 


By James Clad in Manila 
T 18 January Philippine 
local government elections 
to pick thousands of provincial 
and local municipal officials 
(REVIEW, 14 Jan.) have gener- 
ated a rising swell of violence. 
This was, Filipino analysts 
agree, entirely predictable. 
But to understand the reasons 
behind the killings a distinc- 
tion must be made between 
parochial feuding, bitter 
though it may be, and broader 
efforts to destabilise President 
Corazon Aquino’s government. 
So far, the signs point al- 
most entirely to hometown 
rivalries and score-settling as 
the cause of violence. Right- 
leaning newspapers in Manila 
often attribute responsibility 
to the communist New 
People’s Army (NPA). These 
claims must be treated with 
caution, though scattered NPA activity 
has occurred to intimidate opponents of 
candidates taking a “live-and-let-live” 
attitude towards the insurgents. 
Family-based vendettas account for 
most of the deaths. By 9 January, the 
Armed Forces of the Philippines (AFP) 
said 57 people had died in “election-re- 
lated violence” from 19 November last 
year, the closing date for registering 
candidacy. Much of this macabre re- 
cord-keeping depends on inspired 
guesswork — the real tally is anyone’s 
guess. 
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Aquino campaigning in Las Pinas: predictable violence. 





On 11 January an AFP spokesman 
told the REVIEW that in the worst single 
incident one candidate and five of his 
Supporters were killed in suburban 
Manila. A dozen others died in another 
trouble-spot, Central Luzon, the region 
that includes Aquino’s home province of 
Tarlac. 

In the last week before the polls, the 
official Commission on Elections (Com- 
elec), said the situation was “in con- 
trol,” though deteriorating security 
meant postponing the elections in nine 
provinces: the predominantly Muslim 


provinces of Maguindanao, North 
Cotabato, Lanao del Sur, Lanao del 
Norte, Sulu and Tawi-Tawi; as well as 
Abra, Ilocos Sur and Ifugao in northern 
Luzon. Elections in two other provinces 
deeply influenced by the NPA, Quezon 
and North Samar, would also be de- 
layed. On 12 January, 12 municipalities 
passed under direct Comelec 
control. 

However, there have been 
reports of violence from most 
of the country’s 73 provinces. 
Much of it stems from a keenly 
felt awareness that these polls 
are the last major electoral 
exercise until congressional 
and presidential elections in 
1992. Although the barangay 
(village unit) polls planned for 
May this year will install about 
40,000 “barangay captains,” in 
most places the local bosses 
picked on 18 January will call 
the shots. 

The wide reach of the 
fourth Philippine poll in 23 
months becomes evident in a 
full listing of the jobs being 
contested. These comprise 73 
seats each for governor and 
vice-governor; 446 provincial 
board seats, and 60 slots each 
for mayor and vice-mayor of the coun- 
try’s smaller provincial towns. 

In addition, there are 437 slots on the 
councils of the larger towns and more 
than 12,150 seats on small-town coun- 
cils also at stake on poll day. Add 
another six slots for two sub-provinces 
and the grand total exceeds 16,300. 
In contrast, the 11 May 1986 con- 
gressional elections were held to pick 
just 224 members of the bicameral Con- 
gress resurrected by the 1987 constitu- 
tion approved by plebiscite in February 
last year. 
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The composition of the candidates 
chasing these jobs reflects a shifting, 
often bewildering political spectrum. 
(The government on 12 January still 
lacked a list of the exact number of can- 
didates.) Formal party affiliation was 
only one pointer; during 1987 about 79 
separate political parties sought regis- 
tration with Comelec. About 26 of these 
were thought to have a “national consti- 
tuency.” On 11 January a Comelec 
spokesman told the REVIEW that the 
number of registered parties had grown 
to 105. 

From this patchwork of shifting re- 
lationships, how will national politics be 
affected after 18 January? The struggle 
for influence between Senate president 
Jovito Salonga's Liberal Party and those 


affiliating themselves to the Philippine 
Democratic Party (PDP)—Laban party, 
led by Aquino's brother Jose 'Peping' 


Cojuangco, attracts the most attention. 
Complicating matters is a slate en- 
dorsed by the more loosely organised 
Lakas ng Bansa, led by the president's 
brother-in-law, Paul Aquino. 

It is often difficult to decide which 
local candidates enjoy the government's 
favour; the Liberals and PDP-Laban 
have teamed up in some places, as, for 
example, in their joint endorsement of 
Ruben Mariano for Baliwag City's vice- 
mayoralty in Bulacan province. But just 
as often they have chosen different can- 
didates. Broadly speaking, the Liberals 
keep better discipline over candidate 
selection, while PDP-Laban has em- 
braced such former figures of the Fer- 
dinand Marcos era as Sorsogon pro- 
vince's Raul Lee, now running again for 


| governor. 


Outside these three groups, the milit- 


- . antly leftist Partido ng Bayan (PnB) re- 
mains, on the books, a contestant in the 


upcoming polls, but the number of offi- 
cially endorsed PnB candidatesishardto 
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accommodation because Iran Air will guarantee your room at the 


airline-owned Homa Hotel (for- 
merly the Sheraton) before you 
leave home. If you have business 
in Europe, the Persian Gulf, 
Pakistan or India, take Iran Air's 
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determine. This uncertainty extends 
even to the Liberals, whose officials on 
12 January found it hard to quantify their 
officially endorsed or affiliated candi- 
dates. 


Other parties fielding formal candi- 
dates across the country include the Na- 
tional Union for Christian Democracy 
— whose mentor is Foreign Secre- 
tary Raul Manglapus — and the 
Nacionalista Party, led by Rene Caye- 
tano, a member of the Marcos-era 
national assembly. But behind the 
labels, the multiplicity of factions 
means more quarrelling — and more 
trouble. On the bright side for local peo- 
ple, however, pre-poll spending on pub- 
lic works or for straight-out vote-buy- 
ing, has started a mini-boom in some 
rural areas. 

After the 18 January polls, local gov- 
ernment matters will not disappear 
from the political agenda. Of the 99 pro- 
visions in the 1987 constitution which 
need subsidiary legislation, 12 deal with 
local government. For example, laws 
must be passed by Congress to give 
force to the constitution’s clause that 
“the term of elective local officials . . . 
shall be three years and no such official 
shall serve for more than three consecu- 
tive terms.” 

The constitution also mandates con- 
gressional creation of autonomous re- 
gional governments for “Muslim Min- 
danao” and for the Cordilleras tribal re- 





SOUTH KOREA 


The army keeps an eye on campaign. 
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gions “within 18 months" of the legisla- 
ture's first session, held on 27 July 1987. 
In addition, it requires a "sectoral" rep- 
resentation system for local govern- 
ments. So far the idea has made little 
headway. Aquino has appointed only 
four of a possible 25 sectoral seats in the 
Congress' House of Representatives. 
The same gloomy prognosis also 
faces another provision of the constitu- 
tion which gives Congress the task of 
“prohibiting ^ political ^ dynasties.” 
Among the contestants for Quezon 
City's mayoralty is Mila Aquino-Al- 
bert, the president's sister-in-law. Oo 


Electoral expectations 


Opposition and ruling party manoeuvre for assembly polls 


By John McBeth in Seoul 


A’ the ruling Democratic Justice 
Party (DJP) and opposition politi- 
cians settle down to some hard bargain- 
ing Over amended ground rules for 
South Korea’s forthcoming national as- 
sembly elections, DJP leader and presi- 
dent-elect Roh Tae Woo faces the possi- 
bility of minority representation in the 
expanded legislature. For a country 
Struggling to achieve a measure of sta- 
bility after months of turmoil, it is not an 
altogether encouraging prospect. 
Although the DJP initially said it 
would prefer to hold the elections be- 
fore Roh’s inauguration on 25 Feb- 
ruary, the prospect of drawn-out elec- 
tion law negotiations and the fact that a 
month will have to be set aside for cam- 
paigning, probably now means the na- 
tion’s 23.8 million voters will not go to 
the polls until March or April. 
Opposition leaders Kim Young Sam 
(Reunification Democratic Party — 
RDP) and Kim Dae Jung (Peace and 
Democracy Party — PDP) both appear 
to have survived the initial fallout from 
their defeat in the December presiden- 
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tial election and the outcry over their 
failure to agree on a single candidate. 
But while they will almost certainly re- 
tain their independence from each other 
in the election itself, analysts say the two 
parties will no doubt adopt a unified stra- 
tegy when it comes to assembly voting. 

“On major issues, they [the DJP] can 
assume that the en- 
tire opposition will 
vote against them,” 
said one Western 
diplomatic observer. 
“I’m quite sure the 
DJP will be going 
into the negotiations 
with the idea that 
they can make some 
concessions. At the 
same time, however, 
they have to be wor- 
ried about how they 
are going to end up 
with a workable 
majority.” 

The position of 
New Republican 








Kim Young Sam: survived failure. 





Keeping it 
in the family 


Small-town politics reflect 
Manila manoeuvres 


By James Clad in Kiangan, Ifugao 


T his small municipality of some 20,000 
people once served as the cultural 
and administrative centre of Ifugao, a 
province of northern Luzon containing 
about 106,000 people, most of whom 
are ethnic Ifugaos. But now Kiangan’s 
acting mayor, Jose Guinid, stares wist- 
fully across a wide valley to Lagawe, the 
site of the current provincial capital, 
sited on a much broader bluff than 
Kiangan’s confined space would have 
allowed. 4 

But while the world seems to have 
moved past Kiangan, the town's vibrant 
politics closely reflect manoeuvrings by 
Manila's politicians, 375 km to the 
south. Once considered somewhat aloof 
from the madness and mayhem of *low- 
land" local politics, Kiangan and other 
small towns nearby now feel the out- 
side world steadily intruding into their 
hills. 

Election fever abounds in the mostly 
rain-eroded streets. Jeepneys hardy 
enough to make the ascent to Kiangan 





Democratic Party leader Kim Jong Pil, 
whose foothold in South Chungchong 
province makes him a potentially cru- 
cial player on the political stage, is 
perhaps less certain. Despite the fact 
that his political career suffered along 
with those of the two Kims when incum- 
bent president Chun Doo Hwan seized 
power in 1980, the former prime minis- 
ter is also a pragmatist whose conserva- 
tive credentials would make him the 
likeliest ally if the DJP is forced to look 
for a coalition partner. 

While those outside politics worry 
about the unsettling implications of a 
minority government, the opposition 
looks on the prospect as something of a 

samesewinc COnsOlation prize. “It 
will provide a very 
potent check and ba- 
lance system,” said a 
RDP source, point- 
ing to the new inves- 
tigative powers the 
national assembly will 
have under the re- 
cently amended con- 
stitution. “If we 
get 60% of the vote, 
then that is enormous 


power . . . We can 
control corruption 
and the dispensa- 


tion of special fav- 
ours," the source 
added. 
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from the valley criss-cross the town 
plaza, festooned with election bunting. 
These mainly proclaim a two-candidate 
line-up — Juan Dait and Jose 
Guyguyan. Dait is running for Ifugao’s 
governorship with the blessing of Presi- 
dent Corazon Aquino’s government 
through the approval of Philippine 
Democratic Party — Laban’s president 
Jose “Peping” Cojuangco, and similar 
support has been extended to Guy- 
guyan, the candidate for Kiangan’s 
mayor. | 

Guyguyan has most of the advan- 
tages in pulling in the Aquino-faction 
vote. He became an Aquino-appointed 
officer-in-charge of  Kiangan after 
former president Ferdinand Marcos 
fled the country in February 1986. 
Guyguyan, in accordance with the elec- 
toral rules, vacated his position in 
i November, passing his authority to 
Puinid — who frankly acknowledges 
is partisanship for Guyguyan. 

Opposing these men are various 
other candidates. Some seem to stand 
little chance, though Ifugao’s closely 
knit families have an indulgent pa- 
tience. “Most of the people in politics 
are related to each other here,” Guinid 
said. This includes Guyguyan’s princi- 
pal opponent, Julian Dulawan, whose 
“independent” label, Guyguyan’s sup- 
porters say, belies financial help he is 
getting from the National Union of 
Christian Democrats (NUCD), a small 






The DJP will still have a lot of re- 
sidual authority available to it through 
the use of administrative rulings, but 
such methods would run counter to 
Roh’s promise to introduce a new 
philosophy into the political structure. 
Any attempt to ride roughshod over 
the opposition or resort to unilateral ac- 
tion on crucial issues, as Chun was 
prone to do, will only undermine public 
faith in his commitment to democratic 
reform. 


Ans feel that by appearing rea- 
sonable and pursuing the spirit of 
his 29 June 1987 democratisation pack- 
age, including the early release of politi- 
cal prisoners, Roh will be better 
positioned to appeal directly to the pub- 
lic in the face of opposition intransi- 
gence. Given the tainted reputation of 
state-run TV, his credibility will depend 
a lot more on his ability to get the news- 
papers on his side. So far, he has gone a 
long way towards achieving that goal. 
There. are a great number of South 
Koreans who want to believe Roh is sin- 
cere and that the air of compromise he 
imparts is not simply designed to keep 
the lid on political unrest until after the 
successful staging of the 1988 Seoul 
Olympics. But sceptics in the intellec- 
tual community doubt his ability to re- 
sist hardline opponents and the pressure 
they feel he is going to come under from 
politically minded generals anxious that 
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party founded by a 
former senator, For- 
eign Secretary Raul 
Manglapus. 

At the governor- 
level contest, the 
NUCD has also found a 
niche in Ifugao; local 
lawyer Evelyn Dunuan 
has challenged Dait. 
Most of the local gossip 
here gives her at best an 
outside chance. 

The real excitement 
centres on a challenge 
to Dait from Benjamin 
Cappleman, also a self- 


styled independent. | NS 
Dait's men say that the | X. x 
“Nice People Around," |Cojuangco: local 
the ususal conversa- 


tional codeword for the communist New 
People's Army (NPA), would not be 
upset if Cappleman won. At this point 
Ifugao's politics begin to seem a little 
less rosey than the “just-one-big-fami- 
ly" view of the local politicking which 
Guinid stressed during an interview. 
For a new factor has obtruded into 
Ifugao's chummy politics of family net- 
works and local big shots. Kiangan is 
still trying to adjust to the unpre- 
cedented appearance of politics of 
another kind: the arrival, on 23 De- 
cember, of two companies of NPA reg- 
ulars. They stole into Kiangan in the 


he not allow things to change too fast 
and too soon. 

Speculation abounds that Chun 
wants a say in the selection of DJP can- 
didates, perhaps as a measure of protec- 
tion following his retirement rather than 
as any serious attempt to influence 
events in the formative period of Roh's 
five-year tenure. Observers also are in- 
trigued as to whether the president- 
elect was consulted over recent changes 
in the key Defence Security, Capital 
Garrison and 3rd Army commands — 
even if the military establishment did re- 
gard the reshuffle as routine for this 
time of the year. 

According to well-placed inform- 
ants, the Defence 
Security Command — 
said to be disliked 
even by the army it- 
self — may be a par- 
ticular target of Roh's 
pledge to redirect the 
functions of South 
Korea's intelligence 
services more towards 
countering “the com- 
munist menace and 
other external 
threats.” If the will is 
there, he could con- 
ceivably do this mere- 
ly by paying greater 
attention to party 
confidants, who after 
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Roh: minority representation. 


first light, surrounded 
the town hall, and shot 
most of the windows 
out. They seized a radio 
abandoned by  seve- 
ral fleeing policemen, 
grabbed seven M16 
rifles and stole 270,000 
(US$3,365) from the 
municipal safe. 

But they did some- 
thing more. A lecture 
on the government's 
evils followed. And 
townspeople noted with 
astonishment that many 
ofthe NPA soldiers were 
Ifugao youths. The dis- 
play of strength over, 
the guerillas left later 
that morning. 

On 9 January a field near the town 
hall was occupied by two companies of 
Scout Rangers, whose commander, 
Brig.-Gen. Felix Brawner , comes from 
Kiangan and was outraged at the bold 
intrusion. Ifugao, rather to Brawner's 
surprise, now faces a postponed elec- 
tion because of the “security threat." 
And in yet another way, the latest deve- 
lopment still keeps Kiangan's politics in 
the family: the alleged commander of 
the NPA attack was Arsenio Humiding, 
whose brother Joseph stands a good 
chance of becoming Ifugao's next vice- 
governor. R 





all are there to represent his greater elec- 
torate, rather than by following Chun’s 
course and becoming over-reliant on his 
security advisers. 

DJP insiders say Roh intends wield- 
ing a big broom within the party and that 
he is looking for new blood to 
replace lawmakers with so-called 
blemished records. “In 1981 and 1985, 
Chun selected people to hold the fort 
for the Blue House,” said one analyst. 
“Roh realises he can’t have democracy 
in the country without there being 
democracy in the party. If he gets popu- 
lar candidates, then the DJP has a better 
chance of gaining the support base that 
has eluded it up to now.” 

Meanwhile, he 
will have his hands 
full dealing with the 
Kims over the shape 
of the new assembly 
law, centring as it 
does on the type of 
constituency to be 
adopted. In more re- 
cent elections, two 
lawmakers have been 
chosen from each of 
92 electoral districts 
across the country — 
a system which fa- 
vours the ruling party 
because of the pro- 
nounced bias towards 
its rural base. This 
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becomes clearly evident, for example, 
in looking at such an opposition bastion 
as Seoul. Although the capital has about 
a quarter of South Korea’s population, 
it returns only 14 lawmakers, or eight 
less than it would if based on the popula- 
tion size of the electorate. 

Although the DJP is clearly unwill- 
ing to lose its advantage, it has recog- 
nised the need for change by putting for- 
ward what amounts to a negotiating 
package. In the place of the current set- 
up, the party proposes as many as 209 
mixed constituencies which would each 
elect one to four lawmakers depending 
on its size. This, according to some pub- 
lished estimates, would increase the size 
of the elected assembly from 184 to 267. 


|: reality, only one constituency — 
Seoul's Kangsoh district — will have 
four lawmakers under the DJP's plan. 
Three representatives are mating 
suggested for eight constituencies wit 
populations ranging between 500,000 
and 750,000, as many as 41 districts will 
have two lawmakers, and the remaining 
161, with populations up to 250,000, will 
return one candidate. 

The RDP and PDP have both said 
they favour the sort of small, single-law- 
maker constituencies which existed up 
to 1960. But details of their proposal are 
still being worked out and party sources 
familiar with current thinking indicate 
that what may eventually emerge is a 
moderated form of the current formula 
with more consideration given to popu- 
lation distribution. 

“The DJP’s new system equalises 
the situation a little more in terms of 
population, but I think it will be seen 
to be less fair in the way the results 
turn out,” said one analyst. This 
applies in particular to the mostly 
single-seat electorates in the coun- 
tryside where the ruling party is again 
expected to do well — no matter 
whether Seoul gives in to Washington 









Ossified leadership 


Opposition has not learned from election result 


over controversial US beef imports or not. 

The two-candidate system employed 
in the 1985 assembly elections often saw 
at least a balance being struck, with the 
DJP snaring the second seat in urban 
areas and the opposition capturing the 
second seat in rural areas. 

Proportional representation will be 
another point of debate. Under the 
existing arrangement, the winning party 
takes two-thirds of the proportional 
seats. In 1985, this meant that the DJP 
was able to add 61 appointees to the 87 
lawmakers returned at the polls, giving 
it a clear 148 to 128 majority over the 98 
legislators and 30 ap- 
pointees representing 
the combined strength 
of the then main op- 
position New Korea 
Democratic Party 
(NKDP) and three 
other parties. 

However, the DJP 
won only 35.2% of the 
popular vote, com- 
pared with the NKDP's 
29.4%, and the pros- 
pect of losing the 
majority which comes 
from the dispropor- 
tionate number of ap- 
pointees that go to the 
winning party is something that must be 
giving the ruling DJP a few worries. 

Neither side is anxious to do away 
with proportional representation, but 
they would like to see it modified. While 
DJP sources talk about whittling down 
the number to between 50 and 6 seats, 
or about one proportional appointee for 
every five elected representatives, the 
RDP wants a change in the formula it- 
self under which seats are awarded on a 
percentage basis according to each 
party's share of the overall vote. 

Predicting the outcome of the assem- 
bly elections will be no easier than the 
intense guessing game which preceded 
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Kim Dae Jung: unified strategy. 


the 16 December showdown. While the 
voting pattern in the 1985 legislative 
election was markedly different from 
the 1971 presidential poll, political 
soothsayers must now decide whether 
these same trends will necessarily be re- 
peated in a climate of heightened re- 
gional antipathy. 

In one way, the line that has finally 
been drawn between the two Kims 
could have long-term benefits for the 
political structure as whole, despite 
widespread misgivings over the viability 
of a divided opposition. But in the short 
term at least it will also mean they will 

wuesewns be regionally based 
and without the sort of 
national image  en- 
joyed by the former 
NKDP. 

While Kim Dae 
Jung took a massive 
share of the presiden 
tial vote in his native 
Cholla region, analysts 
are not convinced the 
PDP will be able to 
pull off a similar coup 
in the assembly 
poll. Even opposition 
sources tend to play 
down the hostility 
shown towards Roh 
during the recent campaign and feel it 
will be quite possible for the DJP to 
make inroads into Cholla by sticking to 
locally recruited candidates. 

The pragmatism shown by Cholla 
voters in the 1985 poll, built largely on 
the belief that the party in power is bet- 
ter equipped to deal with local problems 
than a party that is not, may still be a 
significant factor. In that election, the 
DJP returned fully 11 of the 22 success- 
ful candidates in South Cholla province, 
including both seats in Kwangju. The 
story was the same in North Cholla 
where the ruling party took exactly half 
of the 14 seats. LH 





said it was little more than a gesture. 


"Nothing has changed," he said several days after the 


vote. *No one wants to speak out because he might get left 
out." The source made it clear that it was not so much the 


W ith President Chun Doo Hwan throwing the Blue 
House open to reconciliation talks with opposition lead- 
ers, including his first-ever face-to-face encounter with Kim 
Dae Jung, South Koreans could be excused for thinking 
that the body politic has regained some of its health and 
perhaps a modicum of harmony after a near-fatal illness. 
But has it? Within i tgp ranks, at least, the recent 
presidential election has only confirmed a troubling 
malady: entangled in a morass of their own creation, law- 
makers and supporters alike are simply unable at this point 
to contemplate life without Kim Dae J ung and Kim Young 
Sam, or even offer a challenge to their leadership. 
Standing unopposed at a relatively subdued convention 
three weeks after his election defeat, Kim Young Sam won 
the support of 819 of 903 delegates, with only 76 calling on 
him to resign. The subsequent popular election of four vice- 
presidents was a departure from previous practice, but 


autocratic manner of the party president himself that was at 
fault, as the attitude of party members themselves. 

This, in itself, is likely to undermine the gameplan of a 
handful of opposition rebels who hope to draw disaffected 
lawmakers away from the two Kims and into a new party 
they are planning to form. The strategy does not find favour 
anyway with opposition sympathisers, who say there are di- 
visions among the rebels as well. As one university profes- 
sor put it: “They should work from the inside rather than 
trying to bring about a further splintering." 

Kim Dae Jung is not scheduling a convention until after 
the national assembly elections. Despite post-election as- 
sessments that he has a better chance of survival than Kim 
Young Sam, some South Korean analysts suggest he is in 
fact facing a serious challenge to his leadership and does not 
want to pe his popularity to the test. Few people, however, 
are holding their breath. — John McBeth 


———$———— 
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TRAVELLER'S TALES Derek Davies 


€ IN our regular feature, THE 5TH 
COLUMN, this week, one of Thai- 
land's brightest young brains, M. R. 
Sukhumbhand Patribatra of Bangkok's 
Chulalongkorn University, movingly 
sums up his personal reactions to the 
flurry of anti-monarchist activities in the 
aftermath of the recent nation-wide 
celebrations of the 60th birthday of 
King Bhumibol Adulyadej. Sukhum- 
bhand, whom I hope I can number 
among my friends, writes as an 
academic, as a most involved supporter 
of the Thai monarchy and as a patriot. 

He writes with insight of the way in 
which the present king seized the oppor- 
tunity presented to him when the milit- 
ary dictator Marshal Sarit attempted to 
bolster his own regime by enlarging the 
ple and prestige of the monarchy and 
associating himself with it. This created 
an opening for the young king to begin 
his life of public service, gradually 
building himself and his throne into the 
most powerful symbols both of national 
unity and of progress. In much the same 
way, the shoguns of Japan once manipu- 
lated their almost-powerless emperors, 
until history gave an opening for the 
Meiji emperor to turn the tables on the 
feudal warlords and spearhead his own 
country's move towards modernisation. 

Sukhumbhand also confesses his 
worries that the process could be re- 
versed — as indeed it was in Japan in the 
1930s. 
€ I CAN certainly bear personal wit- 
ness to the seriousness the king brings to 
the thousands of development projects 
which he has sponsored throughout the 
country. Two years ago I walked, trot- 
ted, ran and staggered in the royal wake 
as he walked briskly through the heat of 
the northeast Thai jungle on a 5-km trek 
o and from a tiny village whose inhabit- 
ants were requesting a dam to help them 
irrigate their crops. His self-imposed 
sense of duty, in which he has been so 
well supported by his queen and the 
crown princess, has made him a hard act 
for any royal scion to follow. There are 
ion of forces in Thailand who would 

e ready to take advantage of a less de- 

dicated leader. 
e BLIMPISH remnants of the British 
empire can be found all over the region 
(there are even some in Hongkong). It 
was quite a surprise to find that many of 
them seem to have found sanctuary in 
Thailand, one of the few countries 
which, since it was never colonised, 
seems an inappropriate home for old 
colonials. A few years ago I wrote a 
couple of paragraphs about the fun we 
had at the Ploenchit fair, particularly lis- 
tening to the local farang jazz band, 
only to receive a very stuffy letter point- 
ing out I had failed to list each and every 
Brit who had helped organise it. 

I gather there has been quite a 
brouhaha in the ranks of the British 
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Club in Bangkok where a committee 
has been trying to improve finances by 
widening the membership and letting in 
riff-raff of every nationality. One issue 
of the club's magazine Outpost con- 
tained a piece obviously written by a re- 
tired colonel with high blood pressure 
brought on by wearing a tight regimen- 
tal tie. He reluctantly admitted that 
most of the new members were at least 
wearing trousers (*I have observed 
shorts being worn on very few people — 
and only those from whom nothing bet- 
ter could be expected"). Nonetheless, 
he accused the new *Wild Bunch" of 
making undisciplined rushes for the 
cheap liquor available on Monday even- 
ings: “Senior Members who escape 
being trampled have been elbowed out 
of their customary places by junior 
Members, Americans and women." 
The place is obviously going to the dogs, 
Sir! 

e NONETHELESS a personal adver- 
tisement spotted in the Bangkok Post 
on 9 July by Klaus Bettenhausen af- 
forded a more appealing, fascinating 
glimpse of the past. It read simply: 


In memory of Captain Anthony 
Hippon of the Hon'ble East India 
Company, master of the Globe, 
who died at Pattani on 9th July 


1612, 


Also remembering Thomas 
Smith master's mate, who died 
there two days later. 


373 years ago today. 





I would be grateful if any reader 
could provide an explanation. 
€ ONE learns to be philosophical in 
Thailand. Take this sign for an Indian 
restaurant photographed in Pattaya by 
Malte Olschewski: 








€ ANOTHER nicely philosophical 
touch in a notice, photographed by 
Frangois Gaillard, greets all arrivals at 
the baggage claim area at Bangkok air- 
port. It contains a graceful compliment 
to another nation, but manages to get its 
arithmetic badly wrong. 





This mathematical lapse is made up 
for by the Thai Fine Arts Department at 
an exhibition it mounts near Surin, The 
Thais pay Baht 10 and, according to the 
notice outside photographed by En- 
dymion Wilkinson, while the farangs 
pay Baht 20— an admission fee the Fine 
Arts people publicly admit to having 
“improved.” 
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ADMISSION FEE IMPROVED BY 


THE FINE ARTS DEPT. FOR FOREIGN 

TOURISTS 20 BAHT EACH. 

PLEASE PARK THE CAR OUTSIDE 

x Qnae Ress ISIE 
@ A VERY un-Thai-like rapaciousness 
is also evident in the royal city of the 
northeast, Ubon Ratchathani. There a 
guide book purchased by both David 
Wigg and John Baker announces 
proudly: The tour company serving the 
tourists in Ubon can make profits with- 
out maintaining qualities. 

David Wigg also noticed an ad in the 
Bangkok Post for an establishment 
which offered heavenly but angular 
company: 


7 PARADISE 


ON EARTH 


Touch the luxurious and friendly place 
for your perfect life. 
Enjoy delicious beverages 
sweet music and beautiful angles. 
you'll realise what the paradise is! 
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e SHOULD you deface yourself on 
one of the angles, you could always re- 
pair to a Pattaya plastic surgeon whose 
sign was photographed by Glen Hig- 


gins: 





In June 1987, Philips confirmed its position as one of the world’s leading manufac 
turers and suppliers of integrated circuits by announcing a major breakthrough in submicro: 
IC technology: the development ofa functional 1-Mbit SRAM (Static Random Access Memory 
chip measuring only 90 sq. mm. and containing over 6 million transistors. 

In fact the low power consumption, fast access speed and high packing density 
of this minuscule silicon chip make it the most advanced submicron device of its type in 
the world. 

Submicron technology is fundamental to a new generation of superchips that wil 
outperform all present semiconductors, and make it possible to pack the power of, say, a 
desk-top computer into a few integrated circuits. 

These ‘little bits of silicon’ are destined to play a profound role in modern society. 
Extremely inexpensive and highly intelligent, they can provide electronic-based machinet 
and equipment with unprecedented ability and flexibility. 

In turn, this will result in a vast range of new and innovative low-cost products 
designed to improve the standards by which we live and work. 

Ultimately, therefore, the major beneficiary will be the end-user... and that meal 
all of us. 


Which says quite a lot about such a little bit. 


Philips has a lot tc 








Little bits of silicon are also used in the Philips Smart Card-although the processing 
ower required is, of course, much less than that of the superchip. 

The Smart Card contains a microchip within its plastic cover to provide both 
ecurity and intelligence. In fact, the Smart Card is a tiny personal computer which can be 

»grammed for a variety of cardholder services. 

For example, as a personalized passkey, it can provide privileged access to a 
esidence, a business complex, a computer system or an electronic network. As a storage 
nedium for the cardholder’s medical history it can even become a lifesaver. 

In France, where Philips helped to pioneer the Smart Card, the national banking 
issociation has adopted it for electronic financial transactions. 

The 1-Mbit chip and the Smart Card are only two examples of Philips’ extensive 
R&D programmeon which thecompany spends over U.S.$2 billion each year, translating 
uigh technology into tangible user benefits. 

Philips. The sure sign of expertise worldwide. 
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End of the boredom, 
start of the terror 


By Donald Wise 

n 16 June 1948 

three European 
rubber planters in 
the northern Malaya 
state of Perak were 
machinegunned to 
death on adjoining es- 
tates. Two other plant- 
ers on whom the kill- 
ers paid calls were 
lucky enough to be 


elsewhere and the 
gang, mounted on 
bicycles, made off 


down the dead-end || #3 > 
road leading from the | oj 
main  Ipoh-Penang 
highway towards the Pelous River: a fa- 
vourite in easier times of parties boating 
about on rafts with giant curry tiffins 
prepared by Malay cooks occupying the 
stern space with tin baths full of iced 
beer. Behind the killers rose smoke 
from burning estate buildings, signal- 
ling the start of an insurrection which 
cost the lives of 10,710 people (6,398 of 
them communists) with another 6,669 
men, women and children wounded. 
Now Tan Sri C. C. Too has thrown 
further light on the 12-year Malayan 
Emergency in a letter to the editor (3 
Dec.). Firstly, in chronological order, 
he says that the still unarrested leader of 
the insurgency, Chin Peng — now 
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thought to be living out the evening of 
his life in the southwestern Chinese city 
of Kunming — did not attend the Lon- 
don Victory Parade in 1946 with 
the Malayan People's Anti-Japanese 
Union (MPAJA) contingent. 

A brilliant intelligence man, Too 
should know what he is talking about: 
he politely declined the offer to accom- 
pany the delegation as interpreter be- 
cause he had never been a member of 
the MPAJA. Too can be credited with 
having done probably more than any- 
one else to guide the British-backed 
Malays to victory over their communist 
guerilla rebels. Not the least of his bat- 
tles were frequent confrontations with 


Praise the Lord and 
pass the ammunition 


By Bertil Lintner 


£ p the Lord!" and *Nagaland 

for Christ!" (followed by a burst 
of machine-gun fire) are the battle-cries 
of the Naga guerillas in India's north- 
eastern borderlands when they stage 
their frequent ambushes, or clash with 
government forces. 

Religious passion has been a major 
factor in the Naga insurgency since 
these hilltribesmen near the Indo-Bur- 
mese frontier first took up arms in 1956 
to press their demands for an indepen- 
dent state. Political meetings and lec- 
tures usually open with a solemn prayer 
and even the radical National Socialist 
Council of Nagaland (NSCN) — the 
main underground Naga group today — 
practises faith-healing, consults oracles 
before fighting and believes in divine 
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protection of its troops despite the or- 
ganisation's officially announced adhe- 
rence to "scientific socialism." 

The Nagas were converted to Christ- 
ianity by missionaries from the Ameri- 
can Baptist Convention, who began 
preaching and baptising in the Naga 
Hills towards the end of the last century. 
But all missionaries were ordered out 
when the insurgency broke out in the 
mid-1950s. There was then a general be- 
lief in Indian government circles that 
the Naga insurrection was inspired and 
perhaps even orchestrated by the mis- 
sionaries. In a speech on 2 December 
1953, Bishnuram Medhi, then chief 
minister of Assam, said: “I cannot think 
of any demand for an independent, 
sovereign Naga state raised by a handful 





chairborne British army and police 
commanders who insisted that they 
knew more about communists than he 
did with his close association with many 
members of the Malayan Communist 
Party (MCP) and the MPAJA. 

Answering a letter from writer John 
Arden (15 Oct.), he 
Says that in addition 
to whatever instruc- 
tions or directives 
Moscow could convey 
to the MCP (at a com- 
munist youth confer- 
ence and the second 
congress of the Indian 
Communist Party in 
March 1947), he be- 
lieves that the situa- 
tion of the MCP its 
provided the stron 
est reason for its 
embarkation on the 
road of violence. Too 
wrote: 


Secretary-general Loi Tek ‘absconded’ with 
party funds in early 1948. MCP cadres who set 
up and operated the hundreds of communist 
front organisations, like the women’s union, 
were quietly deserting their posts in order to 
look for employment to support themselves be- 
cause they were rather poorly paid by the party. 
Consequently, these front organisations were 
rapidly breaking up and disappearing. 

The MPAJA, which controlled the front or- 
ganisations, virtually collapsed after the convic- 
tion of its top leader, Soong Kwong, for extor- 
tion. The only thing left to provide financial and 
manpower support for the MCP was the 
Pan Malayan Federation of Trade Unions 
(PMFTU), also threatened with collapse when 
its effective leader, secretary-general Lam 
Swee, accused the MCP central committee of 
corruption and swallowing PMFTU funds to 
support a luxurious lifestyle while ordering the 
so-called labour unions to engage in industrial 


of Naga leaders, mostly Christian sic 
And probably this demand was raised 
by interested foreign missionaries to 
keep them isolated from the rest of 
India.” 

That this notion is still prevalent was 
reflected in a statement by Nripen 
Chakraborty, the chief minister of Tripu- 
ra — another northeast Indian state — 
made as recently as August 1984: “The 
Naga struggle,” he said, “is actually a 
conspiracy of a section of the col- 
onialists who were jeopardising na- 
tional integration under the shelter of 
religion.” 


E ut the Indian authorities have never 
been able to prove that there was a 
link between the foreign missionaries and 
the outbreak of insurgency among the 
Nagas and other Christian hilltribes in 
India's northeast. 

Isak Chishi Swu, the present chair- 
man of the NSCN and a veteran of the 
Naga struggle, told this correspondent 
in November 1985 that the mis- 
sionaries viewed the emergence of a 
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disputes and violent demonstrations against the 
government, without giving them their own 
funds for the purpose. 

In short, the MCP was facing collapse and des- 
perate measures were needed to keep the com- 
rades from further deserting. In addition, with 
the ‘abscondment’ of Loi Tek, who had insisted 
upon the party taking to the semi-open, semi- 
legal peaceful struggle, the young militants 
headed by Chin Peng took over, while the hawks 
in the middle and lower ranks could no longer be 
restrained from taking matters into their own 
hands to show their al at the ‘capitalist and 
effete’ policy of Loi Tek. 

At this stage I should perhaps de- 
clare my interest in these matters. As a 
result of one of several lunatic decisions 
made early in my post World War II life, 
I found myself planting rubber on Ka- 
muning Estate in Sungei Siput until 
some two weeks before the 16 June 
killings (when I was transferred else- 
where). Kamuning was alongside 
the main Ipoh-Penang highway at the 

d of the Pelous road. The area was a 
otbed of communist activity. 


t ground level it was obvious to all 
planters and tin miners that the 

! MCP wasinopenrevolt. Strikes prolifer- 
ated, labour relations became increas- 

| ingly difficult with contractors under 
| Red pressure. Payrolls were hijacked 
and planters instructed by their employ- 
ers to hand the money over to the “ban- 
dits" (later known as “communist terror- 
ists" or CTs) rather than risk life or limb 
trying to defend a bag of money which 
was insured anyway. Suspected govern- 
ment informers were eliminated, anti- 
MCP activists assassinated: estate and 
tin mine labour forces were deliberately 
demoralised to weaken the econ- 
omy. 
T. J. Hannah has written (LETTERS, 
29 Oct.) that his father Jim — a Force 
136 veteran who worked for Perak 


aga national movement in the early 
1950s with unease: "The missionaries 
became worried when we began agitat- 
ing for an independent Naga state," 
Isak said. “They realised that their work 
would be terminated by the Indian Gov- 
ernment if a civil war broke out in the 
region." 

Even so, wherever they have worked 
the Baptist missionaries have left be- 
hind insurgencies. In India's northeast, 
insurgency spread in the mid-1960s to 
the Mizos, another tribe that had been 
converted to Christianity. Many Mizos 
are Baptists, though they have been 
converted by other missionary groups as 
well, such as Presbyterians, Methodists 
and the Salvation Army. 

In neighbouring Burma, the predo- 
minantly Baptist Kachins have been 
fighting for autonomy since 1961, and 
Burma's longest-standing ethnic in- 
surgency — by the Karens — has since 
its inception in 1949 been led by Bap- 
tists. 

Triloknath Purwar, once Nehru’s 
special emissary who in the 1950s con- 
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Hydro Co. and was well aware of what 
was going on through his own contacts — 
suggested that Chin Peng and others be 
arrested on trivial (traffic, licensing or 
some such) charges and kept out of 
touch with their jungle troops, but the 
police pooh-poohed the idea as bad 
form. Meanwhile, the MPAJA had 
changed its name to MPABA — B for 
British instead of J for Japanese. 

Life on estates and mines became in- 
creasingly boring — and even in best 
times there cannot be many places on 
earth more boring. We had no guns and 
isolated estates had their payrolls drop- 
ped to them by light plane. My estate 
manager did not care to leave his office 
which lay only a few hundred yards off 
the main road, but he was quick to order 
me (correctly) to sleep in my division to 
show a good example to the terrified 
Tamil and Chinese tappers. My cook- 
houseboy refused to stay overnight so 
my total defences were a stout stick and 
a trembling pi-dog. 

^He will produce sound for you," my 
Indian krani (overseer) told me, which 
was precisely what I did not want the 
dog to do. When we heard parties of un- 
known armed men moving about the 
trees I would pick him up in my arms, 
hold his muzzle and slip out to hide 
elsewhere in the rubber in silence. 

My view of all this was that the 
MPABA was waiting for a suitable time 
to mount a show-piece attack to indicate 
it meant business. The Sungei Siput 
murders were tailored to such a 
scenario. One of the murdered trio — a 
Scandinavian assistant — was heard by 
terrified witnesses to ask the CTs why 
they were going to shoot him: he had 
only been in the country a day or so. 

It was a calculated piece of brutality 
on an ordinary day: to the best of my 





tacted the underground Naga leaders, 
may stand out as one of the few Indians 
who have seriously tried to understand 
this rather peculiar phenomenon. In an 
interview with Indian writer Nirmal 
Nibedon, Purwar lamented his abortive 


knowledge it was not a payday on any of 
those estates so the motive was unlikely 
to have been robbery. 

Ambushes and killings increased: a 
few months later I was working on a bad 
estate where a manager had been sav- 
aged with parangs by his Malays, a 
British police sergeant (newly arrived 
from Palestine (was ambushed and kill- 
ed in my jeep and my bungalow was at- 
tacked three times. I was protected by 
lights, barbed wire and special constables. 
A letter was pushed under my door. 

It was from the commanding gen- 
eral, Maj.-Gen. Charles Bouchers, ask- 
ing me if I would like to join a special 
force of people of all races which was 
being prepared to “exterminate” com- 
munists. It was first called Ferret Force, 
then Civil Liaison Corps. 

Interestingly enough, former Force 
136 men (by then demobbed), who had 
been the first to be invited to join the 
fight against the CTs, did not take the 
same black-and-white view of things as 
most other Britons on the ground. Chin 
Peng had been described in the book 
The Jungle is Neutral written by the best 
known of them, Col Spencer Chapman, 
as Britain’s most trusted guerilla. Other 
136 men were indebted to the MPAJA 
for accepting them into its scheme of 
things: after all, the MPAJA had been 
the only people fighting the Japanese any- 
where in Southeast Asia except Burma. 

Chapman's view was that he would 
not turn on old wartime mates who had 
seen him return to British HO in Col- 
ombo by submarine, make the first re- 
port from inside occupied Malaya they 
had received and then return again to 
Chin Peng and his men by parachute. 
Other Force 136 men also took this view 
which, in my opinion, was both right 
and honourable. Oo 


attempts to win over the Nagas: “The 
Assam authorities just could not com- 
prehend the role of Christianity in the 
Naga Hills. Who were the leaders of the 
revolt? They were all Christians. To 
brand them as agents of the foreign mis- 
sionaries showed a lot of prejudice.” 

The foreign missionaries in India 
first tried to convert the Hindu popula- 
tion on the plains, but soon gave up. The 
devout Hindus readily accepted Christ 
— but just added Him to their own 
pantheon without ceasing to believe in 
their deities. Frustrated, most mis- 
sionaries went to remote hill areas in the 
19th century, where they found fertile 
ground for conversion. 

The Nagas were still head-hunters at 
that time, but the missionaries were 
fearless in penetrating areas where no 
other outsiders dared to go. They lived 
simply and were pious and dedicated. 
The local tribes accepted them as their 
new spiritual fathers and mothers. 

The arrival of the missionaries to 
these tribal areas resulted in a social, 
cultural, economic and educational 
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transformation. In 1913-14 the Baptist 
Mission was running 14 schools, which 
increased to nearly a hundred in the 
early 1930s. Today, 90% of the Nagas in 
India are Christians and they have a lit- 
eracy rate of about 50%, one of the 
highest in India. 

To facilitate the spread of the gospel, 
the missionaries put the tribal languages 
into Roman script. Bibles, hymn books, 
dictionaries, grammars and primers ap- 
peared in the tribals’ own languages — 
and, as an indirect result, a national 
consciousness emerged. With a differ- 
ent language and script, and a new 
awareness of their own identity, the gap 
between the people in the hills and on 
the plains widened. This process was 
presumably accelerated by the undeni- 
able fact that long-standing frictions 
existed between the previously isolated 
tribals and the more sophisticated cul- 
tures on the plains. 

This was apparent not only in the re- 
lationship between the Nagas in India 
and their Assamese and Bengali neigh- 
bours, but perhaps even more so in 
Burma. There, the Karen hilltribes in 
the eastern mountains had been subject 
for centuries to raids by the politically 
more organised lowland Burmans. 

The arrival in 1813 of two American 
Baptist missionaries, Adoniram and 
Ann Judson, was a turning point for the 
Karens. Obscure references in the 
Karen folklore to a “Holy Book,” a 
“White Brother” and a god called 
"Y'we" made the Judsons’ work much 
easier. Once converted and strength- 
ened spiritually, the Karens struck 
back at their traditional enemies 
in the plains. They willingly fought 
alongside the British against the Bur- 
mans when the country was conquered 
in stages in 1824-26, 1852 and 1885. 

When Burma eventually was made a 
part of British India, only the Karens 
and converts from other tribes such as 
the Kachins and the Chins were re- 
cruited into the first army and police 
units formed in the new colony. 

Maj. Enriquez, a British army of- 
ficer, commented on the Karens at that 
time: “Owing to the missionaries’ ac- 
tivities, the Karens are often better edu- 
cated than the Burmans . . . and they 
have been taught to cooperate and culti- 
vate their racial individuality . . . their 
outside affections . . . are reserved en- 
tirely for the British. They have no delu- 
sions of Home Rule. The more anti-Bri- 
tish the Burmans become, the more 
passionately loyal are the Karens." 

A Karen National Association 
(KNA) had already been established in 
1881 — the first political organisation in 
British India. The KNA was set up four 
years before the Indian National Con- 
gress and more than 25 years before the 
Burman Young Men’s Buddhist Associ- 
ation was established in 1906. 

The Christians actually never made 
up more than 15% of the Karen popula- 
tion in Burma. But Christians have 
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Naga insurgents display their Christian allegiance. 


dominated their political movement. 
Even today, the leadership of the insur- 
gent Karen National Union (KNU) is 
exclusively Baptist Christian, apart 
from its chairman Bo Mya, who is a 
Seventh Day Adventist. No Karen 
Buddhists or animists are represented at 
the KNU’s top leadership. 

Karen and American Baptist mis- 
sionaries spread Christianity among the 
Kachin hilltribes in the far north of the 
country at the turn of this century; soon 
almost 90% of the population became 
Christian. The majority is Baptist, 
though there is a substantial number of 
Roman Catholics especially in the Sum- 
prabum area in northern Kachin State 
where Columban fathers from Ireland 
were active until the 1970s. 


he different perceptions of the 

Kachin Baptist Christians and the 
Roman Catholics were evident in their 
divergent attitudes to the insurgency 
which broke out in the Kachin Hills in 
1961. As a general rule, the Roman 
Catholics were more loyal to higher au- 
thorities — while the Baptists tended to 
be more supportive of insurrection. 
Only when the Kachin insurgency 
gained considerable momentum, and 
most of Kachin State had been taken 
over by the rebels, did the Catholics 
change their minds. 


Catholic liberation theology — 
which in any case never has won papal 
approval — must in this context be 


seen as a new stand which so far re- 
mains confined to Latin America, the 
Philippines and parts of India where 
class struggle is more important than 
emergent nationalism. 

Brang Seng, the present chairman of 
the Kachin Independence Organisation 
and a former headmaster of Myitkyina 
Baptist High School, attributed this di- 
vergence to the traditionally non-con- 
formist character of the Baptist Church. 
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The Christians we today know as 
Baptists originated in the 17th century 
as an offshoot of English Congre- 
gationalism and as part of the radical 
wing of English Puritanism. Facing pro- 
secution in their homeland, some Eng- 
lish Baptists emigrated to Amsterdam 
in 1608, and 12 years later 74 men and 28 
women boarded the Mayflower, bound 
for the US. 

It was in New England in 1810 that 
the American Board of Commissioners 
for Foreign Missions was formed, con- 
sisting of Congregationalists, Presbyte- 
rians and Baptists. At a historic service 
at Salem, Massachusetts, on 6 February 
1812, the board nominated a number of 
members “for the sake of Christ and the 
promotion of His Kingdom in some 
Asiatic Field.” 

The Judsons left for India, and late 
went on to the Karens in Burma. Th 
Bronsons began proselytising among 
the Nagas in the 1830s, and the founda- 
tions for Baptist Conventions in Asia 
had been laid. 

The result was the emergence of sev- 
eral Baptist communities, mainly in tri- 
bal areas, who were loyal to their Christ- 
ian missionaries — and in some cases 
also to the colonial authorities whom 
the natives, rightly or wrongly, con- 
nected with their White brethren. There 
were also increasing differences cultur- 
ally, between the tribes and their tradi- 
tional enemies in the lowlands. 

The promotion of *His Kingdom" in 
Asia gave many poor and backward hill- 
tribes a new life; a common creed in- 
stead of scattered beliefs in the power of 
spirits; a written language and their 
own literature. With this came self-es- 
teem and ethnic pride, which the mis- 
sionaries and the colonial authorities 
could handle. The real legacy of the mis- 
sionaries was the challenge this posed in 
multi-racial countries such as Burma 
and India after independence. O 
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Marcos; the people 's revolt; Corazon Aquino: a morality play in real life. 





PHILIPPINES 





Phe friendly revolution 


North Dying for by Lewis M. Simons. William Morrow & Co., New York. 


JS$18.85. 


hat happened in February 1986 in 

the Philippines is known to anyone 
who read the newspapers and watched 
rV. Television and editorial commen- 
ary at the time — as well as the books 
hat came out immediately after the 
»vent — tended to portray the revolu- 
‘ion as a morality play, where good 
Corazon Aquino) ultimately  tri- 
umphed over evil (Ferdinand and 
[melda Marcos). 

Simons' book is a major advance to- 
wards understanding what happened 
that week in February — it goes more 
deeply into the character of the persons 
involved; it discusses more analytically 
the dynamics of Philippine society, 
within which context these people acted 

d reacted; it reveals facts that were 
b generally known before. 

To be sure, the book still carries a 
hint of the morality play. But the 
dramatis personae are neither types nor 
caricatures, but real-life characters, 
with their strong and weak points, who 
react to other people and events in 
terms of their own perceptions and val- 
ues, which may or may not be correct. 

Unlike other authors who have de- 
scribed Aquino, the Marcoses and other 
key figures in the Philippines by merely 
quoting contemporaries or recounting 
pithy anecdotes, Simons approaches his 
characters like a novelist. He does not 
describe his characters; rather, he lets 
them emerge as he narrates and ex- 
plains the events that led to the Philip- 
pine revolution. 

The book starts with the assassina- 
tion of former senator Benigno Aquino 
and much of the book, on the surface, is 
a chronicle of how the assassination, the 
Agrava investigation, and the farcical 
trial of Gen. Fabian Ver turned more 
and more people against Marcos. 

But the book is more than a chroni- 
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cle. As Simons deals with the various in- 
terest groups in Philippine society — 
business, the church, the military, the 
political Left — he brings out the 
dynamics of Philippine society. 

In so doing, he helps explain why 
rich people like Jaime Ongpin, soldiers 
like Fidel Ramos, lawyer-academics 
like Andres Narvasa, clerics like Cardi- 
nal Jaime Sin and ordinary people acted 
the way they did. 

But this is no sociological or 
psychological tome. Simons' little vig- 
nettes of the common people — at 
Ninoy Aquino's funeral, at the hearings 
investigating the assassination, at the 
polling booths and at Epifanio de los 
Santos Avenue (Edsa) — often tell 
more about the people's perceptions 
and concerns than statistics laced with 
heavy theorising. 

Simons' explanations of the Philip- 
pine situation are so deftly interwoven 
with his narative that they do not detract 
from the flow of the story. 

What is equally impressive is 
Simons' revelation of what was going on 
behind the scenes. Apart from the hid- 
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Benigno Aquino: the ultimate sacrifice. 
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den wealth of the Marcoses, Simons re- 
veals that the military rebellion that de- 
veloped into the February Revolution 
started as a coup attempt by then de- 
fence secretary Juan Ponce Enrile. 

And through all these, the book 
catches the changing moods of the 
Filipino people — anger and pathos at 
the Aquino assassination, optimism- 
turned-to frustration over the conduct 
of the investigation into the assassina- 
tion, frenzied action during the election 
campaign, solidarity during the military 
rebellion, and pride and euphoria at the 
Marcoses' defeat and departure. 

But having said all this, the book is 
open to criticism: precisely because it is 
so tightly written, it only mentions in 
passing, and sometimes actually omits, 
certain people and events. 

To the extent that very many 
Filipinos like to believe that they played 
a part in the February Revolution, they 
will question the completeness of the 
book. But every person will have a dif- 
ferent view of what should have been in- 
cluded and what should have been drop- 

ed. 
E Some such criticisms can be dismiss- 
ed as mere quibbling. But the com- 
plaints that must be taken seriously are 
those about omissions which limit one's 
understanding of what happened and is 
still happening. 

There is a certain amount of anguish 
in Simons' epilogue — nine pages sum- 
marising the frustrating year 
after the revolution. The 
epilogue is not as upbeat as 
the rest of the book — and 
Simons seems to be some- 
what at a loss on how to 
handle a year of promises un- 
fulfilled. 

All he can suggest is that 
“as Filipinos [continued] to 
pick at their own wounds and 
to attack one another in self- 
seeking spasms, it would be- 
come all the more important 
for them to remember what 
they had done only a year 
earlier . . . [created] a rare 
moment in history." And yet, 
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© | have foreseen what was likely to hap- 
.|]. pen, he should have at least been able to 


| of those key issues that undermined 











tryside. It should not be surprising, 
therefore, if Simons’ book — even the 
anguished epilogue — reflects the 
views, even the moods, of the Eng- 
lish-speaking middle- and upper-class 
people of the greater Manila area. 

Simons takes the title of his book 
from Benigno Aquino’s speech to the 
Asia Society in New York — a portion 
of which Simons uses as the epigraph of 
his book. 

The epigraph starts: “I have asked 
myself many times: is the Filipino worth 


itean be argued that if Simons could not 


explain why it did. 
And it is in this context that one can 
. fault Simons for making little mention 


Marcos, which, if unresolved by Cora- 
zon Aquino, would turn the people 
against her government. 

Simons’ sources, mainly interna- 
— tional journalistic accounts, say little 
about what is happening in the coun- 
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| CAMBODIA 


| By the skin of his teeth 


Cambodian Witness: The Autobiography of Someth May, edited and intro- 
| duced by James Fenton. Faber, London. £9.95 (US$18.70). 


then, how it was *smashed to pieces," to 
use the Khmer Rouge term. Towards 
the end, Someth May remarks: 

"The Khmer Rouge were not a 
nightmare. They were real . . . The first 
lessons of my education were all about 
punishment. We learnt that if a boy did 
something wrong in this world he would 
be punished in the next. But this was not 


- D Mr James Martin Fenton! I 
| hardly say to you that I could be 
alive up to now.’ 
| This is how two friends were re- 
united in 1979, after separation by Pol 
| Pots regime, just as in The Killing 
Fields. The Cambodian has now written 
his autobiography, the Briton has 
edited it, and the result is dramatic and 


very readable. the next world . . . There was no next 
The first strength of the book isitsin- | world. There was nothing left to happen 

tricate description of life in Cambodia | in it." 

before Pol Pot. The reader is plunged Paradise, it now seemed, had come 

into the culture, teased by delightful | first. 


“Hell was the threat that a monk 
used against a tiny child, or a king 
against his people. But the monks and 
the kings and the threat had disap- 
peared, and of those last five years only 
the hell remained." 

May lost his parents and eight 
members of his family in the “Demo- 
cratic Kampuchea" period. Under Pol 
Pot, family life was all but deliber- 
ately destroyed. Yet in order to get 
assigned to a particular work team, May 
had had to invent a story about having 
once been married. Just after furtively 
receiving the tragic news about the starv- 
ation of his three little brothers, May 


Khmer quirks, wrenched by family sor- 
row, moved by the good times, and even 
introduced to the mysteries of the 
jungle. 

Yet on another level, the book be- 
gins with a dream, races past a string of 
omens, predictions and awesome super- 
stitions, and then slams into the Khmer 
Rouge genocide. One feels spiritually 
driven along with the 1970-75 war that 
pushed Pol Pot to power. 

Unfortunately, this cannot be the 
story of the war-devastated Cambodian | 
countryside. Yet it describes a rich 
urban culture, sophisticated, Buddhist, 
slightly precious and very valuable. And 





TRAVEL 
| Aguide that loses its way 


[| Yunnan, a guide book published by Passport Books of Lincolnwood, Illinois. 
HK$65 (US$8.30). 


his volume is one of a series of 
guidebooks on China printed in 
Hongkong. The 55 coloured photo- 
graphs, when in focus, are magnificent. 
he text, on the other hand, though 
clearly written with a simply vocabul- 
ary, is undistinguished. From the sub- 
title of this compact volume, Southwest 
China's Little Known Land of Eternal 
Spring, it is clear that the publishers 
knew very little of Yunnan. Therefore, 
they have assigned similar ignorance to 


their readers and have assumed that the 
readers would be impressed by what- 
ever morsels offered. 

This condescension, however, may 
prove to be a blessing in disguise, for, 
without being burdened with in-depth 
information, the book is also light in 
weight and therefore easier for travel- 
lers to carry. 

Besides carrying practical informa- 
tion, such as where to stay, what to see, 
what to eat, and where to shop, there are 
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suffering, : or even dying, for?” anc 
ends: “I have come to the conclusior 
that he [the Filipino] is worth dying 
for.” 


Instead of urging Filipinos to look 
back to that glorious February, Simon: 
could perhaps have pointed out that the 
task Ade — not merely for Corazor 
Aquino but for everyone else who sav 
himself as part of the revolution — is tc 

rove in the years ahead that the 
ilipino is “worth suffering for." x 
— Gerry Gi 





was accosted by a Khmer Rouge de- 
manding to know what was up: “It’s no- 
thing,’ I lied, ‘I was just thinking abou! 
my wife’.” The tragedy is almost ex- 
ceeded by the cruel irony. 

Cambodian Witness is the product oi 
a brave man and a brilliant writer. Each 
chapter is an emotional minefield. '1 
paragraphs explode with meaning¥ 
loaded sentences going off in all direc- 
tions like cluster bombs. As the Pol Pot 
regime crumbled, leaving May in no- 
man's-land, his friend said of the Viet- 
namese invaders: “Why don't we sur- 
render to them? Then we'll be free." 
They did, and they were. And that con- 
tradiction is the essence of the “Cambo- 
dian question." 

The problem is that the Khmer 
Rouge's crimes are still in the present 
tense. The International Genocide 
Convention outlaws what happened, 
but the rules have never been enforced. 
Nine years after its overthrow, the 
Khmer Rouge still hold Cambodia's UN 
seat and enjoys international support 
for its war to retake power. Its local 
backer, Thailand, says “the time is not 
yet ripe" to hold it to account for 
genocide. Those who disagree may win 
out, but much damage is still being 
done. 4 

May’s last sight of the Khmer Rou 
was in Thailand, where they were being 
“refreshed and re-equipped,” to be sent 
back into Cambodia. And, having read 
it once, who will ever want to read this 
horrific book again? — Ben Kiernan 





| also a few brief essays on topics of spe- 


cial interest. However, these essays are 
uneven in quality. The one on the “basic 
format" of Chinese temples, for instance, 
perhaps should be better left unread. 

The chronology attached is un- 
necessarily detailed, thus offensively 
confusing. The compiler appears to 
have confused the Spring and Autumn, 
a period in Chinese history, with The 
Spring and Autumn Annals, a literary 
work about the period. And this is only 
one of the errors not picked up by the 
editors. 

For the photographs alone, the book 
is worth the money asked. As to 
whether it will be of any practical value, 
travellers to Yunnan will have to decide 
for themselves. — Wei Peh T'i 
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Giant Panda 
needs your help 
to survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that’s just one of the problems facing the 
Panda. 


To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives; to discover 
the reasons for its low reproduction rate, to 
a the problem of internal parasites —-all these 







ctors and many more which threaten its 
Irvival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People’s Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
researchand conservation centre in the largest of 
the Panda reserves — Wolong Natural Reserve in 
Sichuan Province. - 


A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 


. The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 


But WWF needs money — your money. 
Please send contributions to the WWF 
National Organisation in your country or direct to: 
WWF International, 1196 Gland, 
Switzerland. 
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BUSINESS AFFAIRS MARKETS 


Taipei exchange bails out a broker after a share-purchase default 


Problems at the margin 


By Jonathan Moore in Taipei 


Tq van stockmarket authorities nar- 
rowly averted a major crisis follow- 
ing the default of a leading stock 
speculator and manipulator on 22 De- 
cember. But while a speedily arranged 
loan enabled trading to continue the 
following day, reverberations spread 
quickly through the securities industry. 

At the centre of the crisis was a large, 
allegedly illegal margin-lending opera- 
tion. 

On 31 December, the chairman and 
three brokers of a major Taiwan stock 
brokerage, Ta Hsin Securities Co., 
were arrested for their suspected in- 
volvement in the margin lending 
scheme. On 6 January, Ta Hsin was sus- 
pended from trading for six months for 
failing to pay customers following the 
default of a client on a share purchase 
worth NT$1.29 billion (US$45 mil- 
lion). 

The event sparked a public de- 
bate on market rules and ethics 
and prompted an investigation 
into the widespread practice in the 
Taiwan securities industry of il- 
legal margin lending — the lending 
of money to purchase stocks. 

Restrictions on margin lending 
in Taiwan have been routinely cir- 
cumvented by brokers who assist 
customers by financing stock buys, 
usually much more freely and at 
much higher rates of interest than 
the only authorised margin finance 
company, government-controlled 
Fu Hwa Securities Finance Corp. 

Margin lending provides 
stockmarkets with much-needed 
liquidity, but in the hands of the 
speculative, short-term investors that 
dominate Taiwan's market it has in- 
creased market volatility and exposed 
the market to the risk of defaults. 

The shake-up comes at a critical time 
in the development of the country's 
stockmarket. Taiwan is trying to get rid 
of its reputation for running a disor- 
derly, casino-like stockmarket as it as- 
pires to become a regional financial 
centre. Risky margin financing is un- 
likely to be totally eradicated whatever 
reforms are made, but many foreign ob- 
servers were impressed by the swift 
handling of the crisis by the stock ex- 
change and the Securities and Exchange 
Commission. 

The immediate damage was to share 
prices, which in the weeks running up to 
the crisis had already drifted into an un- 
steady, bearish trend. On 23 December 
the index dropped from 2,492 points to 
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2,425, and trading fell below NT$400 
million. Most issues hit their lower 3926 
price-change limits for the next three 
sessions. 

But the stock exchange's decision to 
guarantee Ta  Hsin's outstanding 
cheques has helped, for the time being, 
to defuse the crisis and insulate the 
shaky bourse from some of its effects. 
On 6 January, the day after the ex- 
change auctioned off shares bought in 
the defaulted deal, the market re- 
bounded 64 points. 

Some brokerage houses, meanwhile, 
have complained that the trading sys- 
tem encourages margin lending and ex- 
poses them to greater risk. Others have 
pointed out that the system has worked 
well for years. They say brokers should 
act more responsibly. However, they 
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culating in the market was that Lei was 
angered by his lenders who took short 
positions on stock he had purchased 
while holding the shares as collateral. 
So he deliberately defaulted to teach 
them a lesson. 

In either case, the scandal appears to 
hinge on the still-hazy business relation- 
ship between Lei and the Huangs, three 
brokers at Ta Hsin who traded for him 
in as many as 117 different accounts. 
The Huangs — vice-president Hu 
Yi-ming, his brother, Huang Chung- 
and sister, Huang Li-ying — and com- 
pany chairman, Yeh Hui, are now all in 
jail for their suspected margin lending. 

Huang Yi-ming has admitted provid- 
ing Lei with margin financing on a regu- 
lar basis and has also implicated Yeh, 
who, he said, had full knowledge of the 
arrangement. Yeh has not admit- 
ted being involved. 

Much of the case remains un- 
clear, and it may take weeks of 
accounting work for Ta Hsin to 
assess the damage because many 
of the accounts it says were 
controlled by Lei were in dif- 
ferent names. However, it is 
known that on 19 December, a 
Saturday, Lei bought NT$1.29 
billion of stock from Ta Hsin, 
which he paid for with a NT$750 
million cheque and NT$540 mill- 
ion in cash. 

On 22 December, the chequ 
bounced, endangering pa 
ments of both Ta Hsin and the 
exchange. Ta Hsin on 19 De- 
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have also urged that margin lending be 
opened to other houses besides Fu Hwa 
— a proposal accepted by the Legisla- 
tive Yuan on 12 January — in order to 
reduce the market’s dependence on il- 
legal financing. 

The recent crisis started with the 
shenanigans of Taiwan’s kingpin stock 
manipulator, Lei Po-lung, known in the 
press as Big Boss Lei, or General 
Stocks. A renowned and closely 
watched market bull who once boasted 
of single-handedly manipulating the 
market on the government's behalf, Lei 
was apparently caught out by his own 
bullishness during the market's recent 
downturn. 

It is generally believed that Lei's at- 
tempts to support new buying orders 
through margin financing arrangements 
finally collapsed under the weight of ac- 
cumulated debt and the fall in share 
prices. However, another rumour cir- 


NT$1.67 billion worth of stock — in- 
cluding Lei's NT$1.29 billion — and had 
sold NT$730 million. It still owed the 
exchange for the remaining NT$940 
million. At settlement time on 22 De- 
cember, Ta Hsin only had NT$340 mil- 
lion in its account. When Lei defaulted, 
Ta Hsin was unable to pay for the shares 
it had purchased, so the exchange was 
forced to provide NT$600 million on be- 
half of Ta Hsin. 


j cn exchange suspended Ta Hsin 
from trading for six months for its in- 
ability to pay customers because, ac- 
cording to securities law, the brokerage 
is responsible for all transactions even if 
itistheinvestor who defaults. Lei, mean- 
while, remains free because the law 
which made the bouncing of cheques a 
criminal offence was repealed last year. 

Brokers said that such a large default 
threatened the operation of the entire 
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fect. If Ta Hsin could not pay the ex- 
change then the exchange would not 
have the money to pay brokers for their 
trades. And if the brokers were unable 
to pay their clients, the market could 
not open. 

Nevertheless, the loan that averted a 
full-scale market crisis was not arranged 
without a fight. The tussle started when 
the exchange demanded Ta Hsin give it 
NT$200 million in time deposits plus 
NT$520 million in stock certificates as 
collateral for the NT$600 million loan. 
At the time of the default, the exchange 
was holding only NT$770 million worth 
of the original NT$1.29 billion in shares 
purchased by Lei. The NT$520 million 
in share certificates was required to 
make up the shortfall. 


The critical dealing was carried out | 


in overnight phone calls on 22 De- 
"ber between exchange officials and 


.eutives of Ta Hsin in Taipei and | 


Yeh, who was in the US at the time. 

“At 4:00 a.m. [23 December], Ta 
Hsin was still refusing to give up the 

^NT$200 million time deposit and the 

: certificates,” said Tracy Cheng, senior 
vice-president of the exchange. "I went 
into Ta Hsin at 4:00 and took the phone 
while Miss Lu [Yu-yun, Ta Hsin's finan- 
cial manager] was talking to Mr Yeh. I 
explained the situation to him for 30 
minutes. 

*Finally, we were able to get the col- 
lateral we needed and we put up the 
money," he said. “If we hadn't gotten it 
from them we would have had a serious 
crisis on our hands." 

The exchange's next step was to sell 
the stocks it was holding as collateral for 
Ta Hsin. Some of these — about NT$430 
million worth — it was able to sell on the 
market. But with prices falling to their 


lower limits each day market demand was | 
drying up. So it decided to sell the re- | 


aining NT$860 million at an auction on 
january. 

The auction certainly saved those 
stocks from falling further, but the loss 
to Ta Hsin after the sales and the auc- 
tion was about 25% of the original value 
of the shares — about NT$300 million. 
This Ta Hsin will attempt to recover 
from Lei. 

The handling of the crisis has been 
watched closely by foreign analysts as 
well as local investors. Foreign investors 
and financial industry professionals 
have been eagerly eyeing Taiwan's 
gradually liberalising stockmarket. Cer- 
tainly, Taiwan authorities will be look- 
ing to limit the possibility of such a scan- 
= dal occurring in the future. But there 
. appears little that the stockmarket can do. 

The path adopted by the Executive 
Yuan and the Legislative Yuan to bring 
< stock loans under greater control, is to 
<. allow brokers who increase their capital 
~~ toconduct margin finance. The exchange, 
. meanwhile, has decided that all large 
- block trades will be settled in one day, 
said Cheng. oO 
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market because of a likely domino ef- 
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INVESTMENT 


A new pragmatism 


Foreign capital dominates Malaysian manufacturing investment 


By Nick Seaward in Kuala Lumpur 


tatistics just released by the Malay- 

sian Industrial Development Au- 
thority (Mida), show that Malaysia is 
dependant on foreign capital for the 
bulk of new investment in its increas- 
ingly important manufacturing sector. 
In his report for 1987, the chairman of 
Mida, Datuk Ahmad Sarji bin Abdul 
Hamid, revealed that majority foreign- 
owned joint 
foreign-owned projects accounted for 


ventures and wholly | 









MALAYSIA'S 
INVESTMENT 
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| Food manufacturing 
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| Wood and products 


50.5% of total proposed capital invest- || 
ment in manufacturing last year. This || 


compares with only 16.5% in 1986. 
The shift in the balance 


though the NEP seeks to reduce foreign 
ownership of Malaysian equity to 30% 
1990, Prime Minister Datuk Seri 


in favour of jobs for Malaysians.” 

From the 1987 figures, it appears the 
message got through. About 32,800 new 
jobs will be created by foreign-control- 
led projects, compared with 27,900 
created by local projects and 50:50 
foreign/domestic joint ventures. 

The good news on the foreign front 
masks a much grimmer reality overall. 
The statistics show that the country is 
suffering from a major drop in manufac- 
turing investment. Including associated 
loans, the total amount of capital-in- 
vestment proposals in 1987 fell 24% on 
1986 levels at M$3.9 billion (US$1.6 bil- 


| lion). Indeed, it now seems that invest- 


ment proposals peaked in 1985 with a 
total of M$5.7 billion. 

The main problem seems to be a 
sharp fall-off in new investment by Ma- 
lavsians — especially by the ethnic 
Chinese and Indians who fall into the 
category of non-bumiputra (non-indi- 
genous) Malaysians. Domestic invest- 
ment in manufacturing — which ac- 
counts for 22% of GDP — has declined 
to M$778 million 
from a peak of M$1.8 
billion in 1984. The 
non-bumiputra ele- 
ment fel from 
M$1.02 billion in 
1984 to M$328 mil- 
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Malaysian c owned 


This drop in 
domestic-capital out- 
lay is all the more dis- 
turbing in light of the 
fact that the private 


Foreign majority 
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Source: Malaysian industrial Development Authority, 


Malaysian majority 


is the | 
| strongest demonstration yet of the gov- | 
ernment's new pragmatism in applying | 
| the tenets of the New Economic Policy | 
(NEP) to the industrial sector. Al- | 


| | Electrical and electronic produ 
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Mahathir Mohamad announced in 1986 | 
that foreign investors would “not be left : 
in any doubt as to when and how we are |: 
prepared to sag equity participation | 





again in 1988. 

At a press conference to launch the 
Mida annual report, Trade and Industry 
Minister Datin Paduka Rafidah Aziz 
said that she was “quite happy" with the 
level of Malaysian investment and was 
confident that it would show an upward 
trend. However, the sensitivity of 
the government on the issue can be 
gauged from the fact that Rafidah's 
speech on the occasion drew on incom- 
plete figures to refute what she termed 
as “any misgivings Or 
impression the public 
may have that... 
Malaysian investors 
are reluctant to com- 
mit more funds into 

|2 | the manufacturing 
LE actor.” 


that Malaysia had no. | 


IY which foreign invest- 


pid 





Rafidah also said 7 


plans to extend be- | 
yond 1990 thedateby | 














order to qualify for exemptions from 
equity ide lihes, Mida officials told the 
REVIEW that three years was considered 
ample time to attract foreign companies 
which had held off from investing for 
fear of losing control over patents, 
trademarks and proprietary informa- 
tion. 

About 65% of all foreign investment 
last year came from three Asian coun- 
tries — Japan, with 31%, Singapore 
with 1876 and surprisingly, Taiwan with 
1676. Judging by the overall figures, the 
bulk of these countries’ investments 
must have been in the sectors of electri- 
cal and electronic products, chemicals 
| and food manufacturing. Textiles ac- 


counted for only 396 of the total in- | 


vested by all foreigners, which tends to 


explode the myth that Malaysia has be- | 


come a haven for garment manufactur- 
ers trying to evade US import-quota re- 
strictions. 


One major disappointment has been | 


South Korea, which increased its invest- 
ment from a miserable M$1.6 million in 
1986 to only M$1.9 million last year. 
But an attempt by Mida to close down 
its Seoul representative office has been 
met by a flurry of protests and invest- 
ment inquiries by the South Koreans. 
Mida sources told the REVIEW that simi- 
lar noises are made when a South Ko- 


rean construction firm is bidding for a 
fi 


major Malaysian project. 


BUDGETS 


ors must make a firm commitment in | 








POLICIES 


Two steps forward 


China joins global conventions on trade disputes 


By Ellen Salem in Hongkong 


W hen the recently opened Ra- 
mada Renaissance Guilin hotel 
discovered its water, electricity and 
communications had been cut off after a 
dispute between the local and foreign 


partners in the development, Hong- 


kong-based partner China Trade Omni 
Development Co. took its case to the 
municipal government, the provincial 
government and finally to Peking. 
According to Tony T. S. Fung, the 
representative of China Trade Omni 
adding cei Co., its Chinese partner, 
China Youth Travel Service (CYTS), 
had not met its obligation to pay the var- 
ious connection fees. Relations be- 
tween the partners deteriorated to the 
point where Fung's group called a press 
conference in Hongkong in early 
January accusing CYTS of breach of 
contract. Rather than suing the Chi- 
nese partner, the case has been refer- 
red for arbitration to the Chinese Glo- 
bal Law Office, a Peking law firm under 


the aegis of the China Council for the 


The energy to change 


Indonesia's revenues shift further from oil 


By Michael Vatikiotis in Jakarta 


RES plans to ease slightly 
the tight restrictions it imposed on 
spending in the wake of the collapse of 
international oil prices — and simul- 
taneously its revenue base — at the end 
of 1986. But most of the modest in- 
crease in expenditure proposed in the 
fiscal 1988-89 budget (beginning 1 
April) will be devoted to servicing 
foreign debt rather than promoting 
economic development. Submitting his 
government's budget to parliament on 5 


| January, President Suharto described 


the year ahead as one that “would re- 


| main difficult and filled with hard chal- 


lenges.” But the revelation that 36% of 
the country’s potential foreign income 
will go to service the officially estimated 
US$35.2 billion foreign debt has ren- 
dered doubtful hopes that this is in any 
sense an expansionary budget. 

Giving his appraisal, National Deve- 
lopment Planning Minister J. B. Sumar- 
lin predicted that the coming year 
“would not be quite as prosperous for 
the economy as everyone wished." The 
question being, after two years of strict 


50 


austerity imposed by the collapse of oil 
prices in 1986, can the government sup- 
port continued growth? 

Overall, the 27.196 increase in the 
budget must be measured against a 
probable higher-than-expected realisa- 
tion of the current year's budget, say 
banking sources. The government esti- 
mates this at Rps 25 trillion (US$16.1 
billion), an actual increase for 1988-89 
of approximately 13.595 — which after 
allowing for inflation of 8.995 means a 
real increase of only around 4.695. 

On the revenue side, acknowledging 
the declining status of oil revenues as 
the engine of economic growth has be- 
come something of a national obses- 
sion. The message emerging from this 
budget is that the economy is well in the 
process of being restructured away from 
its reliance on hydrocarbon revenues. 
As evidence of this, the government 
projects that receipts from the non-oil 
sector will reach Rps 12.94 trillion 
against Rps 8.85 trillion from energy. 

Proportionally then, the non-oil sec- 
tor is expected to account for 58.196 of 
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Promotion of International Trade. 

Until recently, this was the only way 
a foreign firm could be sure of having a 
contract dispute settled in China unless 
the contract specifically provided for 
outside arbitration something 
Chinese partners strenuously resisted. 
But slowly, Peking is becoming more 
integrated into the world economic 
order as it attempts to reform its 
foreign-trade system. On 1 January, 
China became a party to two UN con- 
ventions: the Convention on the Reco-- 
nition and Enforcement of Foreign , 
bitral Awards (FAA) and the Conven- 
tion on Contracts for the International 
Sale of Goods (CISG). 

China's accession to these conven- 
tions is particularly important now that 
it is granting its export-oriented fac- 
tories and foreign-trade enterprises an 
increasing degree of autonomy in deal- 
ing with foreign firms. This year, the 
system of bearing responsibility for pro- 
fits and losses in the export business will 





Lema 





total revenue from exports compared 
with 50.4% nominally set in the last 
budget. Sumarlin is confident that with 
monthly non-oil receipts currently ex- 
ceeding US$700 million, this can be ex- 
pected to rise to US$1 billion in the 
course of 1988. 

But leading University of Indonesia 
economist Anwar Nasution cautions the 
government not to expect the perro 
ance of exports to be uniformly exp 
nential. He argues that plywood ex- 
ports, for example — a rising star in the 
non-oil constellation — may be hurt if 
interest rates continue to rise and de- 
press construction in the West. 


espite all the attention lavished on 
the non-oil sector, oil and natural- 
gas revenues remain a central plank of 
the revenue base. Energy sales are ex- 
pectedtoearn Indonesia US$8.17 billion 
in the coming fiscal year. In keeping with 
last year, the budget is based on a con- 
servative estimate of the oil price at 
US$16 a barrel. The US$15 price on 
hich the current budget is pegged has 
proved profitable as well as prudent, 
with Indonesian crude selling for an 
average US$17.50 through 1987. 

The government is again hoping to 
boost domestic revenues through tax- 
ation. The budget projects a 3596 in- 
crease in non-oil tax revenue to Rps 4.7 
trillion. Receipts from import duties are 
expected to increase a hefty 61.496 with 
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be first adopted by light-industry enter- 
prises, the arts and crafts industry and 
garment manufacturers. In line with 
this, these firms will be allowed to trade 
directly with foreign firms. 

Thus, the need for bilaterally accept- 
able sales contracts and the knowledge 
that awards stipulated in international 
arbitration bodies will be enforced is 
more pressing than in the past, given the 
number of new entrants in the import 
and export business. 


AU to the FAA means that 
the signatories agree to enforce, 
through their own courts, foreign arbi- 
tration awards. The convention applies 
to commercial disputes that arise from 
legal relationships, whether contractual 
or not. Should, for example, a foreign 
arbitral decision be awarded in favour 
of a British partner in a dispute between 

principals in a Sino-British joint 
veuture, China will now, through her 
legal system, enforce the award. Simi- 
larly, should the decision be in favour of 
the Chinese partner, then the British 
courts must enforce the judgment in 
China's favour. 

While the FAA will only be used 
when all other means of conciliation 
have failed, the CISG could lessen the 
need for its application. The CISG, 
which applies only to goods, automati- 


cally will cover all contracts between 
China and 10 other signatories, includ- 
ing the US, France and Italy. Unless 
otherwise stipulated, the CISG will take 
precedence over China's present 
Foreign Economic Contracts Law 
(FECL) and, in the US, the US Uni- 
form Commercial Code. 

Following China’s accession to the 
convention in December 1986 — the 
convention goes into effect one year 
after signing — it’s various foreign- 
trade organisations were instructed to 
harmonise their standard contracts with 
the forms stipulated in the CISG. 

Lawyers in Hongkong view the new 
convention as a welcome replacement 
of the present foreign-contracts law. 
The CISG is far more detailed than the 
FECL and is very specfic on items such 
as the definition of a valid offer, when it 
becomes effective, breach of contract, 
etc. The lawyers emphasise, however, 
that the convention has limited applica- 
tions and refers only to the sale of 
goods. Thus, if both goods and services 
are in a contract, the application of the 
convention depends upon the “prepon- 
derant part of the obligations.” 

Excluded from CISG coverage are 
goods for personal, or family use; goods 
bought by auction; sales executed on au- 
thority of law; stocks, bonds and curren- 
cies; ships and aircraft; and electricity. 


But China’s accession to both con- 
ventions will do little to speed the 
award of damages. For example, under 
the FECL, claims for damages or de- 
fective goods must be made within 
12 months of receipt while under 
CISG claims may be made within two 
years. 

More important, however, is the ac- 
cent placed on mediation and concilia- 
tion in China to solve civil disputes. In 
dealing with contract disputes, China’s 
Foreign Economic and Trade Arbitra- 
tion Committee (FETAC) will almost 
always attempt to bring the disputing 
parties into conciliation — often a very 
lengthy process. The Chinese only re- 
sort to arbitration when all else fails. 
Between 1984 and 1986, more than half 
of the arbitration cases accepted by 
FETAC were solved through concilia- 
tion. Indeed, conciliation is sometimes 
continued while arbitration proceedings 
are under way. 

While only time will tell how fast 
Chinese courts will enforce foreign ar- 
bitral awards, the mere fact that China’s 
higher authorities have agreed that an 
international convention on the sale of 
goods will take precedence over its own 
economic-contracts law and that its 
courts will enforce foreign arbitral 
awards provides a measure of reliability 
lacking in the past. 





the progressive shift from non-tariff to 
tariff barriers. But the 35% rise in sales 
tax and 13.4% increase in income tax is 
not expected to please the business 
community, given that GDP growth in 
fiscal 1988-89 is not seen as rising above 
this year’s projected 3.4%. 
But the remarkable feature of this 
budget is revealed on the expenditure 
e. For the coming fiscal year, the gov- 
ment estimates that Rps 10.64 tril- 
lion — or 36.8% of total expenditure — 
will go to service external debt. Suharto 
attributed this mainly to the appreciation 
of the yen and other currencies which 
added almost US$1.5 billion to the debt 
burden. The fact that debt servicing out- 
strips development spending by 20% is 
embarrassing for Suharto — who has 
held up his commitment to develop- 
ment as the hallmark of his leadership. 
The good news is that foreign aid is 
now being used to cover the rupiah 
financing of development projects. The 
use of soft term loans that could be con- 
verted into rupiah was common in In- 
donesia in the 1960s and early 1970s. 
But with the influx of foreign exchange 
during the oil boom, rupiah financing by 
foreign donors was rendered unneces- 
sary. With the decline in oil revenues, 
the system has been restored. During the 
current fiscal year Indonesia expects to 
receive Rps 700 billion of this kind of 
aid. This amount is projected to reach 
Rps 1.16 trillion in 1988-89. R 
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INDONESIA'S 
MEAM SPENDING PLANS 
(Rps billion) 1987-88" || 1988-89" 











REVENUES 
Domestic 
Oil/gas 
Non oil/gas 
of which: Income tax 
VAT 







Development 
Aid programmes 
Project aid 
Leryn 
EXPENDITURES 
Recurring 








Personnel 

Material procurement 
Subsidies to regions 
Debt service payment 
Oil subsidies 


Development 
Rupiah financing 
Project aid 

TOTAL -` || 227834 | 

Note: Fiscal year begins on 1 April. 
*Budget estimates. Source: Government of Indonesia. 
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Another 
day older 


Jakarta's debt-service 
burden grows sharply 


een to the budget has focused 
almost entirely on the alarming pro- 
portion of expenditure which will go to 
service foreign debt. As well as the offi- 
cially estimated US$35.2 billion of pub- 
lic debt, there is said to be a further 
US$8 billion in private-sector debt out- 
standing. Indonesia, it seems, has be- 
come Asia's largest debtor. 

The key reason why debt servicing 
will increase almost 1096 over the cur- 
rent year is the appreciation of the yen 
and European currencies against the US 
dollar. With 40.8% of debt denomi- 
nated in yen and a further 6.6% in 
Deutschemark, against 37.2% in US 
dollars, repayments have effectively 
been increased a further US$1.5 billion 
for the coming fiscal year. Put more 
bluntly, *the government has a cash 
flow problem,” says one leading 
economist. “A large part of the debt is 
in appreciating currencies, while nearly 
10096 of our exports are paid for in de- 
preciating currencies. " 

Calls for the government to re- 
schedule the debt have mounted as the 
figures grow more alarming. Nation- 
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A. 


Sumarlin: manageable debt. 


al Development Planning Minister 
Sumarlin categorically ruled this out, 
however. “Our debt-service ratio is 
higher than we would like," he said, 
“but it is still manageable, and we will 
honour it." Finance Minister Radius 
Prawiro argues that rescheduling will 
only serve to limit capital inflow, giving 
Latin America as an example. 

A more realistic solution, analysts 
suggest, is some kind of restructuring of 
the debt. Former finance minister Frans 
Seda questions the government's twin 
principles of a yearly balanced budget 
and prompt debt repayment. Another 
approach, he told the REVIEW, might be 
to plan for a cycle of budgets not all of 
which balance out, to fit economic cir- 
cumstances. This, together with a par- 
tial restructuring of the debt, would en- 
able the government to spend more on 
development. 

There are indications that the gov- 
ernment is already showing a creative 
flair for managing the debt. For exam- 
ple, a US$300 million commercial loan 
recently syndicated by three foreign 
banks is being used to make payments 
on outstanding loans with less attractive 
terms. The government also maintains 
that with hard-term borrowing limited 
since 1984, the country should emerge 
from this period of high debt-service 
ratio by the end of the decade. Banking 
sources add, however, that 1988-89 will 
see the grace periods of many commer- 
cial loans expire, and by the mid-1990s 
the principal repayments on non-com- 
mercial loans will be due. 

Ironically, Indonesia is doing little to 
cut down on borrowing and is consi- 
dered a good credit risk. Last year saw a 
succession of concessionary loans from 
Japan, Britain, the Netherlands and 
France, and the government currently can 
draw on approximately US$2.5 billion 
in unused commercial standby credits. 

As well as a record of prompt repay- 
ment, the country's creditworthiness 
can also be attributed to a healthy bal- 
ance of payments and a declining cur- 
rent-account deficit. The current-ac- 
count deficit, which stood at US$4 bil- 
lion in 1986-87, is estimated this year to 
be cut to US$1.6 billion and in the new 
budget is projected at US$654 million. 
The question now would seem to be just 
how much more debt can the country 
bear. — Michael Vatikiotis 
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GURRENCIES 


A question of value 
The World Bank advises India to devalue — again 


By Lincoln Kaye in Bombay 


A leaked report by a World Bank consultant has raised once more the bogey 
of devaluation of the Indian rupee. The bank’s advice on currenc ques- 
tions has been unwelcome in India ever since it promoted a 1966 devaluation 
which failed to kick-start the economy. But that has not kept the bank from re- 
turning to the theme as part of its overall recipe for export-led growth. 

The latest instance is a 250-page document, which argues that it is not 
enough to let the currency gradually depreciate through a managed float 
against a US dollar-dominated basket. It called for a more dramatic write- 
down of the rupee to stimulate trade. 

India’s competitors, according to the report, had “managed their exchange 
rates more aggressively.” with exports increasing at an average yearly rate of 
only 2%, in real terms, over the past decade, the country lags far behind the 
pace of world-trade expansion. “A continuation of [this] trend . .. would hz» 
serious adverse consequences for India's growth and concomitant income a 
employment prospects," the report warned. 

Although somewhat dated and not an offi- 
cial pronouncement of the World Bank, the 
leaked report reflects the bank's oft-repeated 
views. An export-led growth strategy has been 
"successful in many countries such as South 
Korea, Colombia and Turkey," the bank noted 
in the executive summary of its annual report 
on India. Local economists counter that the ex- 
perience of such economies cannot be so easily 
applied to a country as large or as poor as India. 

For one thing, India's trade basket is not so 
price elastic. Key imports like crude and petro- 
leum products (accounting for 25.3% of the 
total) or edible oils (3.595) cannot be much re- 
duced by devaluation. Capital goods also make 
up a large chunk of imports — 18.7% of the 
total. The main effect of a currency-value shift 
would be to make these imports more expen- 
sive in rupee terms. That, in turn, would either 
boost inflation directly or widen the govern- 
ment’s deficit by increasing the subsidy burden. 

By the same token, devaluation cannot do 
much to boost exports of agricultural com- 
modities, where India remains a price taker on 
world markets. The only result would be a decrease in the rupee revenues 
realised. And even in the area of engineering exports, it is a toss-up whether 
devaluation would do more to boost sales or to raise costs of inputs and plant 
modernisation. 

The leaked report itself acknowledged this possibility with the observation 
that some industries’ profits might fall due to higher input costs, though over- 
all export performance was projected to benefit from devaluation. In any case, 
the options facing companies are stark, in the light of intensified competition 
at home and declining domestic demand in drought-stricken India. 

To help create an export-conducive climate, the report recommended: 

» Lowering or eliminating duties on imported capital goods and spares. 
> More flexible labour laws. | 

» Top priority for infrastructural upgrading. 

» Reduction and rationalisation of tariffs. 

» Industrial restructuring to enhance domestic competition. 

» Tight monetary and fiscal policies to control inflation. 

Since the report was written, the rupee has depreciated considerably 
against the currencies of such trade competitors as Taiwan and South Korea. 
US prodding has forced these “little dragons" to revalue, while the rupee has 
gone down with the greenback. Meanwhile, India's exports showed a 27% 
nominal increase in the first eight months of the current fiscal year (April- 
November), making for somewhat brighter prospects — at least in the short 
term — than the 10% rise in the trade deficit (to US$7 billion ) projected by 
the World Bank in its Executive Summary last April. 





— —— NN 


21 JANUARY 1988 e FAR EASTERN ECONOMIC REVIEW 


The new APV. 
Our business is fit because we’ve worked to our known strengths. 





Certainly APV looks a new company. «X Its enormously simplified, globally-based structure is new. But not everything is new. We brought together 
three companies — APV, Baker Perkins and Pasilac — because their existing strengths were so perfectly complementary. «& Each wasa world leader 
in food and beverage process plant. And each was committed to high-technology, high-quality, high added value product strategies. Together, their 
strengths reinforce each other. «& Distribution is now globally co-ordinated. A broader product range makes it possible to offer more complete 
process plant solutions. Ideas, too, can interact freely: new R&D programmes offer benefits across the group. e& So today, 

our business is fitter, more responsive, more dynamic. «& But atthe centre, its basic strengths — in food and beverage ` 

process plant, in chemicals, plastics and printing — have been proven over time. & APV 


The world’s food engineers. 
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The new COMPAQ DESKPRO 386/20" 


The world now has two new 
benchmarks from the leader 
in high-performance personal 
computing. The new 20-MHz 
COMPAO DESKPRO 386/20 and 
the 20-lb., 20-MHz COMPAQ 
PORTABLE 386 deliver system 
performance that can rival 
minicomputers. Plus they intro- 
duce advanced capabilities 
without sacrificing compatibil- 
ity with the software and hard- 
ware you already own. 


Both employ an industry- 
standard Intel’ 80386 micropro- 
cessor and sophisticated 32-bit 
architecture. Our newest porta- 
ble is up to 2596 faster and our 
desktop is actually up to 50% 
faster than 16-MHz 386 PC's. 
But we did much more than 


simply increase the clock speed. 


For instance, the COMPAQ 
DESKPRO 386/20 uses a cache 
memory controller. It comple- 
ments the speed of the micropro- 


cessor, providing an increase in 
system performance up to 25% 
over other 20-MHz 386 PC's. It's 
also the first PC to offer an op- 
tional Weitek™ Coprocessor Board, 
which can give it the performance 
of a dedicated engineering work- 
station at a fraction of the cost. 

They both provide the most 
storage and memory within their 
classes. Up to 300 MB of storage 
in our latest desktop and up to 
100 MB in our new portable. 


Hong Kong, Microware U.S.A. Limited, Tel. no.: 471289, Tlx. no.: 89586. Indonesia, Emkom, Jakarta, Tel. no.: 361343, Tlx. no.: 663651. Malaysia, Microcomputer Centre, Kuala 
Beijing, Tel. no.: 3012115, Tlx. no.: 22848. People's Republic of China, Eekon— Hong Kong, Tel. no.: 714028, Tlx. no.: 76626. Philippines, Datronics, Manila, Tel. no.: 818-2703, 
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It simply works better. 


most powerful PC's 
and off. 








$ and the new 20-MHz COMPAQ PORTABLE 386" 


Both use disk caching to inject to break the 640-Kbyte barrier today's DOS applications to 
more speed into disk-intensive imposed by DOS. make you considerably more 
applications and both will run With these new computers productive. But that’s just the 
MS' OS/2. plus the original COMPAQ beginning. For more informa- 

As for memory, get up to 16 MB  DESKPRO 386", we now offer tion, see the listing below to call 
of high-speed 32-bit RAM with the broadest line of high- the Authorized COMPAQ Com- 
the COMPAQ DESKPRO 386/20 performance 386 solutions. puter Dealer nearest you. 


and up to 10 MB with the COMPAQ They all let you run software 

PORTABLE 386. Both computers being written to take advantage 

feature the COMPAQ’ Expanded of 386 technology, including 
Memory Manager, which supports Microsofte Windows/386 Presen- EE ee ud 
the Lotus’/Intel’/Microsoft’ Ex- tation Manager. It provides ©1987 Compaq Computer Corporation. | 
panded Memory Specification multitasking capabilities with All rights reserved. 


Lumpur, Tel. no.: 7188332, Tlx. no.: 37830. Pakistan, Computer Graphics and Systems, Lahore, Tel. no.: 871546, Tlx. no.: 47001. People's Republic of China, ComputerLand, 
Tix. no.: 23232. Singapore, Computer Industries Pte. Ltd., Tel. no.: 225836, Tlx. no.: 22907. Thailand, Olympia Thai, Bangkok, Tel. no.: 2340770, Tlx. no.: 20191. 
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The Commerzbank report on German business and finance No. 1/88 





West Germany: the impact of 


the new withholding tax 


Efforts to enhance West 
Germany’s image as a finan- 
cial centre have undoubtedly 
been dealt a blow by the Fed- 
eral Government’s recent an- 
nouncement that it intends to 
introduce a withholding tax 
on interest income starting in 
1988. Initially, the financial 
markets overreacted to the 
news, fearing that the measure 
would tend to push up interest 
rates. In the meantime, how- 
ever, a more sober appraisal 
can be made. 

As investment income is 
already subject to tax in West 
Germany, the situation forres- 
idents of the country has not 
been altered in any way. The 
withholding tax merely rep- 
resents a different method of 
levying tax on such income 
and thus marks an attempt to 
make the taxation of interest 
income more effective and 
more equitable. The banks or 
other paying agents are to de- 
duct 1096 ofthe amount due to 
investors at source and trans- 
fer it directly to the tax author- 
ities. As strict anonymity 
is to be preserved West Ger- 
many’s banking secrecy will 
not be violated. 

The withholding tax is not 
to apply to the various types 
of investment income which 
have hitherto been subject to 
the 25% tax levied on divi- 
dends and other distributions 
to investors by incorporated 
enterprises, It will, however, 
be collected on the interest on 
both bonds and notes issued 
by domestic borrowers as 
well as on deposits held at 


banks in West Germany and 
building and loan associ- 
ations. The tax will also cover 
interest payments by domestic 
investment funds and by 
insurance companies on cer- 
tain endowment insurance 
policies. 

The withholding tax will 
only be levied on interest paid 
by borrowers whose legal 


domicile is located in West 
Germany. Thus DM-denom- 
inated bonds—or, for that mat- 
ter, foreign-currency bonds— 
issued by non-German insti- 
tutions will remain exempt. 
Similarly, savings deposits 
with a statutory period of no- 
tice—currently represent- 
ing some two-thirds of total 
savings accounts in the Feder- 
al Republic—will not be taxed. 
Since no distinction is to be 
made between residents and 
non-residents, the latter must 
apply for a tax refund as pro- 
vided for under the various 
double taxation treaties con- 
cluded with most countries. 


Given the sensitivity of fi- 
nancial markets, the introduc- 
tion of the new tax was bound 
to create a stir. As already 
mentioned, some fear that the 
move may still exert upward 
pressure on interest rates. 
Moreover, despite the recent 
trend towards lower rates, a 
movement out of investment 
instruments threatened by the 





withholding tax also remains 
a strong possibility. In view of 
the broad range of investment 
opportunities offered by the 
German bond market, foreign 
DM bonds might be seen as 
an acceptable alternative to 
domestic issues. 

There is reason to fear that 
the market will be split as it 
was before the abolition of the 





coupon tax in 1984. If this 
were to happen, the Federal 
Government as a prime bor- 
rower might at times be ob- 
liged to offer higher yields 
than an industrial company 
from abroad. Consequently, 
the market for foreign DM 
bonds could well gain in im- 
portance in future, even be- 
coming more attractive for 
borrowers than its domestic 
counterpart. If the Govern- 
ment had to offer higher 
interest rates on its paper, a 
considerable portion of the 
increase in revenues resulting 
from the withholding tax 
would be cancelled out. 


Modest tax small 
consolation 


It is important to bear 
in mind here that most of 
the other Western European 
countries impose a heftier tax 
on investment income. Yet 
this is obviously small con- 
solation when the traditional 
advantage of investments in 
the domestic bond market is 
being forfeited and, in terms 
of its role as a financial cen- 
tre, West Germany perhaps 
stands to lose some ground to 
the Euromarkets. Moreover, 
with the long hoped-for abol- 
ition of the stock exchange 
turnover tax still on the dis- 
tant horizon, there is all the 
more reason to regret this 
development. Although the 
withholding tax has been de- 
signed to ensure greater tax 
equity and higher revenues, 
its probable impact calls to 
mind Brecht’s observation 
that “good intentions rather 
than evil itself are the enemy 
of good.” 
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Tackling the fouls in regulation t 


e WITH the pendulum in Hongkong 
swinging towards corporate virtue and 
more regulation, the Office of the Com- 
missioner for Securities has not been 
slow to flex its muscles. Its biceps 
had looked pretty withered after last 
year's setbacks: these include the 
Kadoories and the Lau brothers' ad- 
visers, Citicorp International running 
rings around the takeovers code in 
the Hongkong & Shanghai Hotels take- 
over battle; the attorney-general's dis- 
regard for the commissioner's advice 
(and that of the Commercial Crimes 
Bureau) to prosecute Alan Bond for de- 

tive statements about his company's 

asset value; and the commissioner's 
inaoility to ensure that back-door list- 
ings were reactivated on terms it 
favoured. 

That is changing, and the sound of a 
cracked whip echoes across the terri- 
tory's financial district. RJP, a small 
consumer-electronics company, Gent- 
ing International, a casino operator, 
and some five other listing 
applications currently pend- 
ing have attracted the com- 
missioner's close scrutiny. 

Unit trusts have been 
subjected to tighter advertis- 
ing guidelines, while the gov- 
ernment revises the law on 
shareholding disclosure and 
insider trading. After that 
will come the Ian Hay Davi- 
son report on the securities 
markets. Davison heads the 
inquiry which was set up 
after the stockmarket clo- 

e in October to advise the govern- 

t on ways to improve the operation 
and regulation of the local securities in- 
dustry. 

All this could make 1988 the Year of 
the Great Leap Forward in Regulation. 
The rationale is said to be the need to re- 
pair Hongkong's battered post-crash fi- 
nancial reputation, by bringing its regu- 
lations into line with international prac- 


tice. Whether the more likely result will | 


be to hurt Hongkong's commercial vit- 
ality and unique appeal is a point which 
merits careful study. After all, markets 
do not crash 5096 in a month very often, 
and the prospect of a profit is a more 
seductive lure than any amount of regu- 
lation. 

But the Office of the Commis- 
sioner for Securities is concerned with 
closer supervision of the market's fringe 
area — the Mickey Mouse companies if 
you like. And where better to start 
than at the source: making listing pro- 
cedures stricter. If the net result is 
merely to slash the listing fees of 
the merchant banks, stockbrokers' 
corporate-finance divisions and law 


FAR EASTERN ECONOMIC REVIEW e 21 JANUARY 1988 





Bond: corporate virtue. 


firms, the damage should not be severe. 
€ NOT surprisingly, Citicorp Interna- 
tional, one of the more aggressive mer- 
chant banks around, is among the first 
to hit problems with the commissioner. 
Its plan to list RJP by way of a private 
placement and share introduction was 
foiled by the commissioner's last-mi- 
nute objection that adequate public in- 
terest in RJP did not exist. The listing 
rules provide that 25% of a company's 
shares should be held by the public. In 
RJP's case, this ruling was to be met by 
300 employees holding a negligible 1%, 
while some 26 placees held 2475. 

The commissioner's insufficient pub- 
lic-interest argument relied on Rule 
2.03 of the Stock Exchange of Hong- 
kong's listing rules, which aims to avoid 
manipulation of share prices. But that 
did not satisfy Citicorp, and both the 
bank and RJP have sought legal advice 
with a view to taking action against the 
commissioner — once RJP's application 
for a listing by other means is approved. 
@ TERRY Rogers, acting 
assistant commissioner of 
securities, agrees that en- 
forcement of the rules is 
tightening. But, he says: "We 
do not consider ourselves 
bound by precedent. Some- 
times attitudes change, and 
we have made it fairly clear 
that we have been concerned 
with the 25% requirement. 
Now we are giving notice 
that we are taking action." 

As for the recent ques- 
tioning of comic-book pub- 
lisher Jademan Holdings, Rogers ar- 
gues that the commissioner's inquiry is 
to ensure that investors are adequately 
informed about the company's HK$209 
million (US$26.8 million) stock losses, 
disclosed in December. The commis- 
sioner wants a detailed statement of 
Jademan's financial position — setting 
out assets and liabilities up to about 
mid-December — to be released. Jade- 
man is cooperating, and this should be 
done shortly. But Citicorp (which is also 
advising Jademan) argues that a public 
inquiry could create needless concern, a 
matter which was heightened by the 
stock exchange's suspension of Jade- 
man trading on 5 January — the second 
in a month — on news that chairman 
Tony Wong was negotiating to sell a 
stake in the company. 

But the commissioner is on firm 
ground in ensuring that disclosure be 
adequate, a matter which in informa- 
tion-starved Hongkong is often treated 
casually by controlling shareholders. 

Rogers indicates that there is also a 
need for Hongkong-listed companies to 
retain an effective management struc- 


ture in the territory. Impala Pacific is a 
case in point. None of the executive di- 
rectors resides here, and the Securities 
Commission late last year was treated to 
the spectacle of an in-house offer relat- 
ing to Impala flagrantly breaching the 
rules relating to offers to shareholders, 
without an effective management to 
answer questions about the situation. 
As for shell reactivations, Rogers 
says that the valuation of assets and the 
sufficiency of earnings will be particular 
areas of the commissioner's attention. 
€ ON the unit-trust front, the commis- 
sioner released a set of guidelines in 
November stipulating that performance 
figures should be up-to-date — taking 
account of the market crash — and that 
unitholders or would-be unitholders be 
told that there are circumstances which 
could restrict the right of redemption. 
The second guideline followed com- 
plaints to the commissioner that unit- 
holders who redeemed at the time of 
the market crash did not get their 
money at the last quoted historical price 
but on a forward-priced basis — set 
after the markets re-opened. Forward 
pricing is fairer to some unitholders — 
especially when markets crash — and is 
in line with international practice. The 
fund managers also had little choice in 
suspending unit-fund trading, as the 
local markets were closed for four days. 
But the merits of switching to for- 
ward pricing were obscured by bad tim- 
ing, at the height of the market crash. 
Fund managers are also worried that the 
new guidelines may stifle growth and in- 
novation. Complains Jardine Fleming's 
Dudley Howard: “These measures are 
putting people off buying into cautious 
and thoroughly conservative funds." 
However, the commissioner stood 
his ground at a 7 January meeting, and 
Assistant Commissioner Norman 
Whiteley adds that the approval time 
for unit-trust advertisements could be 
shortened from the current 12 months 
to six or possibly three months. Not that 
interest in starting unit trusts in Hong- 
kong has diminished, Whiteley says. 
The numbers awaiting approval have 
risen from 90 at the time of the crash to 
130 now. 
€ WE hate to spoil Cathay Pacific’s 
fun, but surely its award as the world’s 
best airline was not based on its finan- 
cial performance? After all, the yen’s 
continued rise means that its yen-de- 
nominated liabilities have landed share- 
holders with a current loss on repay- 
ment of more than HK$3.5 billion. No 
wonder Cathay defies the Hongkong 
Society of Accountants’ standard on 
foreign-currency translation. To write- 
off the loss immediately would wipe out 
shareholders’ funds at least twice over. 
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The market crash claims a victim in New Zealand’s Bruce Judge 


Death of a salesman 


By Hamish McDonald in Sydney 


The western Pacific's 
biggest individual vic- 
tim from the global 
EZ stockmarket crash 
| has perhaps been ty- 
coon Bruce Judge, 
E whose Australian- 
E] based Ariadne group 
was one of the fastest and highest-rising 
stars of the previous five-year bull 
run. 

In those five years, Judge turned a 
near-bankrupt Brisbane quarrying com- 
pany into a conglomerate with indus- 
trial, financial, resource and property 
arms in Australia, New Zealand, Hong- 
kong and the US with assets of about 
US$1.5 billion. Small investors and in- 
stitutions from his native New Zealand 
— later from Queensland — backed 
their local son who seemed to have a 
magic touch for transforming his 
businesses into ever greater things. Big 
names joined up with Judge when he 
moved out of Australasia, including 
media proprietor Sally Aw Sian in Hong- 
kong and former US treasury secretary 
William Simon in the US. 

Last year, the markets began to have 
doubts about Judge as he accelerated 
his rate of acquisitions, asset shuffles 
and share issues. The rot started in 
New Zealand, where the superheated 
stockmarket suffered a bearish gust 
about 10 months ahead of the region. 

When the real storm broke in Oc- 
tober, Judge Corp., the New Zealand- 
listed holding company for Judge's con- 
trolling stake in Ariadne, was 
heavily borrowed against 
equities bought at peak 
prices. It called in its bankers, 
who have since put the 
Ariadne holding on the mar- 
ket. Banks are also supervis- 
ing a sale of assets at Ariadne 
to reduce its debt. In Hong- 
kong, listed associate Im- 
pala Pacific has been sus- 
pended from trading for 
some three months. 

If Ariadne survives, it 
seems unlikely that any role 
will be left for Judge. Austra- 
lian regulators have eased 
him out of executive posi- 
tions, and without the Judge 
Corp. stake he will have no 
claim to the chairmanship. 
What Ariadne needs now is 
not Judge's deal-making ta- 
lents, but someone to run the 
businesses he put together. 





58 | Judge: ‘compulsive deal-maker.' 


By all accounts, Judge is a persuasive 
man. His strength, and ultimately his 
greatest weakness, has been his sheer 
plausibility. First impressions among 
business contacts have been almost rap- 
turous, with disillusionment and deser- 
tion following a few months behind. 

It was Judge's plausibility, for exam- 
ple, that took this little-known Bris- 
bane-based Kiwi raider past the tenuous 
introduction of a friend of a friend to 
William Simon. He eventually set up a 
joint-venture merchant bank with 
Simon in 1986. 

Rodney Adler, investment manager 
of Australia's FAI Insurances (which 
could emerge with control of Ariadne 
after underwriting its current rights 
issue) said: “Bruce Judge is one of the 
best salesmen in the world. He is hypno- 
tic." 

In New Zealand, stockmarket 
folklore has long held that takeover 
doyen Sir Ronald Brierley, for whom 
Judge worked for 10 years, refused to 
discuss any deal directly with Judge be- 
cause he feared what Judge might talk 
him into it. Brierley denies this, with a 
laugh, but affirms that Judge is “a very 
good negotiator.” 

But the doubts surrounding Judge’s 
deals set in after the first flush of excite- 
ment, when the parties to the pact try 
to Operate in what they thought was the 
agreed relationship. “You make a deal 
with Bruce one day, but by the next 
morning it’s become something differ- 
ent in his mind,” said a senior executive 
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in Brierley's group. *Bruce is a compul- 
sive deal-maker. He needs someone sit- 
ting on top of him." 

Judge has turned out to be a wolf in 
the clothing of a St Bernard for many 
isolated corporate souls. The boards of 
Repco, Renouf Corp., and Euro-Na- 
tional Corp. took him on board either as 
white knight or fresh minority, only to 
find him proposing to mount a full take- 
over and rationalise the company in 
quick succession. Only in the Rey 
case has Judge won unequivora: 
applause from investors. 

Judge's restlessness and his unwill- 
ingness to use his staff made his 
partners uneasy last year before his split 
with Sir Frank Renouf became public in 
Australia and New Zealand. *We heard 
a little more about this and that," said 
one business associate. “We began to 
wonder: if he did such a bad deal here, 
what were the others like?" Finally, he 
said, “we realised Bruce was a buyer 
and seller, not a manager, and who 
would want someone like that control- 
ling your company?" 


J udge was born in the quiet South Is- 
land city of Christchurch, where he 
later served behind the counter of his 
parents' corner stores after school. He 
married in his early 20s and had the first 
of his four children soon after. He com- 
pleted a commerce degree part-time at 
the city's university, and by the unus 
ally early age of 24 had become invest 
ment superintendent at one of New 
Zealand’s bigger insurance 
companies. He achieved 
popular fame as a dashing 
right-winger in the national 
hockey team, playing in the 
1964 and 1968 Olympics. The 
wing position, the most “self- 
ish” position in the team 
where speed and agility count 
for all once the ball is passed 
on, perhaps contributed to 
Judge’s style. 

With the rise of Brierley, 
New Zealand adopted a new 
type of national hero, after 
the All Blacks. Judge joined 
Brierley Investments (BIL) 
around 1969, quickly taking a 
leading role in BIL’s take- 
overs and rationalisations. By 
1979, when Brierley himself 
had moved to Australia, 
Judge struck out on his own. 
With wealthy Christchurch 
timber merchant Cyril Smith, 














Ye set up the privately 
ywned H. W. Smith, 
which soon began to 
rival BIL in its re- 
structuring invest- 
ments. 

In 1981, Judge and 
Smith gained more cap- 
ital from NZ South 
British Insurance, 
which put up half the 
capital for a joint ven- 
ture called Ariadne In- 
vestments which took 
over H. W. Smith. Two 
years later — after H. 
W. Smith and NZ 
South British had sup- 
ported Judge’s first 
steps into Australia — 
a reverse takeover by 
u W. Smith's listed 

liate Bunting and 
cv. of Ariadne Invest- 
ments merged the 
Judge-Smith-NZ South 
British into the one 
listed entity, Bunting. 

(After Judge had shifted his own ac- 
tivities to Ariadne Australia, Bunting 
was merged into BIL early in 1984. Only 
a year later, however, Brierley was one 
of the earliest investors to quit Ariadne 
Australia after it was rumoured he had 
fallen out with Judge.) 

Judge’s first move across the Tasman 
Sea was hardly noticed in Australia. 
H. W. Smith paid A$2.2 million (US$1.6 
million) in March 1982 for the 80-year- 
old Federal Broom Co. in Sydney. It 
was moved out of its collection of corru- 
gated-iron huts on a sprawling inner 
suburban site to cheaper land on the city 
fringes, and its scores of product lines 
were cut down. A year or so later, 
it was sold for a good profit to Smith 
reholder NZ South British Insur- 
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B. 
In June 1982 Judge saw an invest- 
ment opportunity in Brisbane's ailing 
South Pine Quarries, whose shares had 
fallen to 16 A cents on rumours of im- 
pending receivership. Judge stepped in 
with AS4 8 million to take up a shortfall 
in convertible-preference shares issued 
by the desperate company. Spending 
another A$800,000 in the market, he 
built a controlling 28% stake. Judge 
then began his practised rationalising 
rocess, selling off most of the quarry- 
ing operations. Renamed Ariadne Aus- 
tralia, the company lost A$6.6 million in 
the year ended June 1982. 

Within a year, Judge had turned the 
company around and produced a profit 
of A$2.02 million. But the then auditors 
Ernst and Whinney qualified the ac- 
counts, by disputing the inclusion of an 
A$8.2 million extraordinary profit on 
the sale of acompany called Solarguard. 
This had not been realised by the 30 
June 1983 balance date, the auditors 
said. If removed, the loss after extraor- 
dinaries would have been A$6.19 mil- 
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lion. Judge justified the inclusion by 
saying Ariadne had an “unconditional 
contract" for the sale — a refrain famil- 
iar in the later Renouf Corp. saga. 
From the very beginning, Judge's 
style was marked by its speed and erra- 
tic direction. Assets were pushed 
around between companies in his 


group. Many were geographically dis- | 


tant from investors. Rights to a coal-oil- 
mixture process developed by a 
McDonnell-Douglas subsidiary in the 
US were one example. 

The deal that made Ariadne into a 
big fish in Australia was the takeover of 
car-components manufacturer Repco, a 
one-time industrial leader which in the 
1960s had built racing engines to power 
Sir Jack Brabham to two world Formula 
I motor-racing titles. In March 1985, 
Ariadne bought 19.9% (the takeover 


Judgement day approaches: page 60 
Eye of the needle: page 60 
Ariadne’s thread: page 62 

Impala on the rocks: page 64 


threshold) of Repco in the market at a 
cost of about A$57 million. This was 
welcomed by the Repco board, which 
had been deserted by investors after 
heavy losses on an ill-managed expan- 
sion into the US and unprofitable pro- 
duct diversification. Repco took a 20% 
crossholding in Ariadne. In December 
1985, Judge sprang a surprise on the 
Repco board by announcing a A$330 
million takeover bid. At the time, 
Repco was about five times larger than 
Ariadne, in terms of assets. 

The success of the Repco takeover 
impressed bankers around Australia. 
By the time Ariadne closed its books on 
30 June 1986, Judge had completed the 
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takeover, replaced the 
board, cut down man- 
agement, and repaid 
his borrowings with 
A$340 million received 
from sales of Repco as- 
sets. With reduced 
manufacturing opera- 
tions, Repco became 
more of a distribut- 
or, contributing about 
A$50 million a year to 
Ariadne profits. Be- 
tween June 1985 and 
June 1986, Ariadne as- 
sets grew from A$137 
million to A$1.2 billion. 

In September 1986 
Judge began assembl- 
ing a resources arm, 
with the takeover 
of  building-products 
group Carricks Hold- 
ings. Renamed Giant 
Resources, the com- 
pany was injected with 
equities in gold and 
metal mines in Aus- 
tralia, Canada, and the Pacific. But with 
many of the mining projects still under 
development, Giant Resources made no 
immediate contribution to Ariadne's 
cash-flow or profits. Maintaining its 
4095 stake depended on Ariadne share- 
holders continuing to feed the firm's 
voracious appetite for new capital. 

Later that year, Judge pulled off 
another coup that surprised investment 
communities in Australia and the US, 
when he teamed up with Simon. The 
former treasury secretary talked of 
founding a new “noble house" on the 
model of the Hongkong trading com- 
bines. It was Ariadne which put up most 
of the capital for their International 
Merchant Banking Services, through a 
US$200 million loan from Security 
Pacific Bank. Meanwhile, Simon's con- 
nections secured the purchase of three 
West Coast savings and loans associa- 
tions (consumer-oriented institutions 
similar to building societies) with assets 
totalling more than US$4 billion. 

In December 1986, Ariadne bailed 
flamboyant Queensland property de- 
veloper Mike Gore out of difficulties 
with his lavish Sanctuary Cove project, 
a retreat for the wealthy on the brash 
Gold Coast. For A$8.5 million equity 
and A$60 million subordinated debt. 
Ariadne took a half share but with an 
entitlement to 70% of the profit. 

That was the high point for Ariadne. 
The twists and turns of the Renouf 
Corp. debacle over 1987 added to the 
perplexity of stockmarket analysts con- 
fronted with Ariadne’s constantly 
changing shape, and it rapidly lost 
favour. This became apparent to the 
group’s directors, especially after ac- 
countant Colin Ryan was appointed an 
executive director in January 1987. The 
mood switched to one of consolidation, 
but Judge was slow to pick it up. Oo 
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Judgement day is 
fast approaching 


The future of the 
à Pacific-wide Ariadne 
Australia empire built 
Jup by New Zealand 
| entrepreneur Bruce 
Judge should be de- 
pad cided in the first few 

| weeks of this year. 
What role Judge himself will play will 
also be determined. 

An informed picture of Ariadne's 
current financial position is known to 
only a few parties in Australia, New 
Zealand and Hongkong where Judge 
companies are listed. 

FAI Insurances, whose broking sub- 
sidiary Pembroke Securities is under- 
writing a 1-for-2 rights issue by Ariadne 
in return for a fat A$6 million fee, has 





seen an updated report by Ariadne au- |) 


ditors Arthur Anderson and Co. Ac- 
cording to FAI investment manager 
Rodney Adler, this shows asset backing 
for shares to be “well above” the 50 A 
cents put on the new shares. 

However, an Australian-Japanese 
consortium (involving media magnate 
Kerry Packer, his property partner Mal- 
colm Edwards, and property investor 
Harunori Takahashi) which was al- 
lowed an inside look at Ariadne on the 
strength of an “agreement” to buy an 
18.7% stake at A$1 a share, apparently 
decided the price was too high, and pull- 
ed an escape clause. 

Ordinary investors, after a string of 
misleading announcements by Judge, 
still have only the highly dated Ariadne 
accounts to June last year and a chair- 
man's address by Judge that raised as 


wer. They have put a price of only 48 A 
cents on Ariadne shares, compared with 
the high of A$4 early last year. 
Shareholders in Hongkong-listed Im- 
pala Pacific, suspended from trading 
since 15 October, have been given one 
of the most heavily qualified annual re- 
ports to be seen for years. Judge did not 
turn up to the Impala annual meeting on 


28 December, but sent a message to say | 


he did not seek re-election as chair- 


man. 

Banking sources said a series of 
moves over the next month or so would 
"settle down" the hitherto amorphous 
Ariadne. These may include the privati- 








sation of Impala, proposed by the re- 
maining independent director Tim Gal- 
lie, at a price substantially less than the 
HK$18 (US$2.30) shareholders were 
promised in the withdrawn bid by 
Ariadne associate Renouf Corp.; the 
full takeover of Renouf Corp. which 
was announced in October and cleared 
in late December by New Zealand's 
Commerce Commission; and either 
consolidating the US West Coast fi- 
nance joint venture with former Trea- 
sury Secretary William Simon or selling 
its stake in it. 

On 23 December, Judge announced 
that Ariadne had gained NZ Commerce 
Commission clearance to buy up to 
100% of Judge Corp. Judge denied that 
Ariadne would be buying Judge Corp. 
shares to help its financial crisis, but had 
merely sought permission as a pre- 
cautionary measure in case profita’ ` 
opportunities in Judge Corp. sha 
arose in future. It is hard to see why 
independent directors would see the 
remotest chance of profit in Judge 
Corp. 

Control of Ariadne will be resolved 
shortly by the outcome of the rights 
issue, which if totally renounced on the 
22 January closure date would give FAI 
control with a third of the capital, and 
by Judge Corp.’s efforts to sell its 18.7% 
stake now that the sale to the Packer- 
Edwards-Takahashi group has fallen 
through. Judge is trying to sell it to 
Simon, who is due in Australia in 
January. 

According to Judge’s address as 
chairman to Ariadne’s 17 November an- 
nual meeting, shareholders’ funds had 
actually risen on a “normally conserva- 
tive” revaluation of assets. He indicated 
this took account of the control factor in 
major shareholdings (in the case of Re- 
nouf Corp., Impala and Giant) as well 


/ 
many questions as it purported to ans- |Packer: inside look. 





Eye of the needle 


udge has long been uncomfortable with public percep- 

tions of his role, disavowing the terms "asset-stripper" or 
"raider." In 1983 he told one interviewer: *We felt there 
was a role for somebody other than the Holmes à Courts, the 
Bonds, the Brierleys where a company could go for help, 
and could even get us to put up the money, and take 30% or 
40% of the capital, and then not think we were then going to 
take the whole lot." He compared his activities to those of a 
corporate police force, punishing lazy and incompetent 
managers. 

While persistently claiming he does not want to discuss 
his personal life, Judge usually manages to talk about his 
Christian commitment. There is nothing “born again" or 
"evangelical" about this as some accounts have suggested. 
Judge is simply an active member of the Anglican 
Church. 

The Biblical parable about the difficulty of a rich 
man entering the Kingdom of Heaven, like a camel 
passing through the eye of a needle, crops up again and 
again with him. Judge says a test of the Christian has 
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as current market values. This reva 


to be a willingness to “divest” one’s personal wealth. 

In his Wellington years, he helped run local Anglican so- 
cial-welfare activities, showing particular interest in 
educating young people about drugs and alcohol. But the 
Good Samaritan in Judge conflicted with the visceral 
opportunism of the hockey winger and the sharemarket 
raider. 

Judge also seems to have been drawn to a pre-Christian, 
flawed hero — Theseus of ancient Greek legend. It was 
Theseus who entered the Cretan labyrinth, slew the half- 
bull, half-man Minotaur, and then escaped following the 
thread lent him by the Princess Ariadne. There are no bears 
in the legend, but later Theseus deserted Ariadne, caused 
the death of his father by his own negligence, and was de- 
posed from the throne of Athens by rebellion. As a latter- 
day Theseus, Judge, was separated from his corporate 
Ariadne by Australia’s NSEC. 

By early last year, Judge’s spiritual unease perhaps had 
intensified. His wife and four children had not gone with him 
to Australia. He worked in Brisbane, where, under the state 
premiership of Sir Joh Bjelke-Petersen, Christian fun- 
damentalism went hand-in-hand with barely disguised cor- 
ruption. 





nsland's Gold Coast: property portfolio. : 


ion showed shareholder's funds to be 
\$76 million above the latest balance 
late, 30 June 1987, at A$782 million on 
1 October. 


orrowings totalled A$714 mil- 

lion at balance date, but subsequent 
iress statements said this had risen to 
bout A$900 million — which would ac- 
ord roughly with the Ariadne’s repay- 
nent later in 1987 of HK$1.1 billion 
about A$200 million) owed by Impala 
o Standard Chartered Bank. 

Since then Ariadne has sold its 40% 
take in Giant Resources to the Pioneer 
Zoncrete group for A$300 million, giv- 
ng an average price of about A$2.20 a 
hare compared with the 30 June mar- 
et price of A$2.35. Yet Judge claimed 
hat the value of the Giant holding had 
isen by A$160 million between 30 June 
nd 31 October. The A$300 million will 
e used to reduce debt. But it looks as 

ugh more than A$160 million will 


One of Ariadne's prime investments was Sanctuary 


have to come off shareholders funds as 
well. 

The revaluation also included a 
write-down of A$185 million on Renouf 
Corp. "and other investments." The 
basis of this was not made clear. The 
write-down might be made worse by the 
reversion of 22.5 million Renouf Corp. 
shares on 1 December after the collapse 
of a deferred purchase by Cook Islands- 
based Harmony Securities and by the 58 
million shares held by FAI under a put- 
option which could be exercised on 16 
March. 

Ariadne's estimated market value 
of its property assets of A$493 million 
(A$150 million above cost) has met 
little dispute so far. Its portfolio in- 
cludes the Sanctuary Cove project, 
which opened this month, a Fisher- 
man's Wharf complex at the Gold 
Coast, and other properties in the 
southeast corner of Queensland. 
Ariadne is rumoured to be negotiat- 


ing the sale of Sanctuary Cove to a 
Japanese consortium for between 
A$300 million and A$400 million, 
which would further reduce debt. The 
lower figure, however, might also re- 
require a downward revision of share- 
holders’ funds. 

The company puts a value of A$141 
million on its US financial and real-es- 
tate assets (A$27 million above cost). 
The bulk of this is Ariadne’s half-shares 
(via International Merchant Banking 
Services) in the West Coast savings and 
loans banks, which were financed by the 
Security Pacific Bank and are generally 
regarded as excellent buys. FAI is keep- 
ing to book value, to be on the safe 
side. 

Should Simon elect to sever his links 
with Ariadne this would provide 
another A$120 million or so reduction 
in debt. 

Ariadne would then be left with its 
sound, wholly owned Repco, and indus- 
trial associates KDI and MAC in the 
US. If Sir Frank Renouf or another 
buyer cannot purchase its Renouf Corp. 
stake, Ariadne would be left after 16 
March with 37% of Renouf Corp. after 
paying A$174 million to FAI and 
perhaps another A$180 million to buy 
out the rest. 

It would also need a yet-uncertain 
amount of funds to buy out the 36% or 
so of Impala not owned by itself and 
Ariadne. Capital will have been 
pumped up by the A$120 million FAI- 
backed rights issue. 

The ability of Renouf Corp. to gen- 
erate cash-flow to help service the re- 
sulting final debt — perhaps A$500 mil- 
lion — would then be crucial to the fu- 
ture of Ariadne, though if FAI is 
by then in control Renouf Corp. 
could be used to expand FAI opera- 
tions into New Zealand. 

— Hamish McDonald 
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Cove, a temple to Mammon. Its partner in the deal was the 
thief of Bjelke-Petersen’s “white shoe brigade" of business 
yackers, Mike Gore. “The streets these days are full of cock- 
‘oaches and most of them are human,” said one of the pro- 
jects advertisements. “Every man has a right to protect his 
amily, himself and his possessions. To live in peace and 
iafety. Sanctuary Cove is an island of civilisation in a violent 
world, and we have taken steps to ensure it remains 
30.” 

In February 1987, just as the Renouf saga began to un- 
ravel, Judge announced he was setting up a charitable foun- 
lation with a substantial portion of his personal assets. 
Shares in Judge Corp. then worth about A$100 million were 
to be placed in a trust under the supervision of his brother 
and eldest son. They were expected to generate income of 
about A$5 million a year for charitable purposes. 

Although his motives were widely questioned, it seems to 
have been genuinely philanthropic, with no tax or other tan- 
gible advantages to Judge or his companies. But with Judge 
Corp. shares now worth only a small fraction of their value a 
year ago, the proposed beneficiaries of the trust are looking 
elsewhere for funds. — Hamish McDonald 
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Ariadne’s thread in 
the Renouf labyrinth 


No single investment 
à proved more damag- 
ing to the reputation 
| of Ariadne and Bruce 
| Judge than the in- 
¿ volvement with New 
m Zealand merchant 

bank Renouf Corp. In 
his attempts to extricate Ariadne from 
Renouf Corp. , Judge exhausted the cre- 
dulity of sharemarkets with a succession 
of announced deals that subsequently 
turned out not to have occurred. 

On the face of it, Judge and other di- 
rectors of Ariadne and Renouf Corp. 
gave highly selective accounts to stock 
exchanges in New Zealand and Aus- 
tralia of agreements for disposal of 
Ariadne’s Renouf Corp. shares. Cer- 
tain placements were announced as 
though concluded, but months later 
were revealed not to have taken place or 
to have been hedged with potentially 
nullifying conditions. 

Judge has argued that with “uncon- 
ditional” agreements for purchase of 
shares, Ariadne had no choice but to an- 
nounce that a sale had taken place. But 
while accusing Renouf Corp. founder, 
Sir Frank Renouf, and his Wellington 
stockbroking firm, Frank Renouf and 
Partners, of reneging on agreements to 
buy Renouf Corp. shares, Judge has not 
dwelt on the fact that Judge Corp. — 
controlled by himself — was as much to 
blame for not proceeding with claimed 
agreements. 

Certainly Judge and other directors 
cannot be said to have told the whole 
truth, but with New Zealand’s lack of 
disclosure rules (recommended by the 
NZ Securities Commission five years 
ago, but never adopted) they were 
under no legal obligation to do so. How- 
ever, at least one purported sale of Re- 
nouf Corp. shares — to Cook Islands 
nominee company Harmony Securities 
— would hardly seem to have been as 
conclusive as announced, and perhaps 
not as arm’s length. 

Australia’s National Companies and 
Securities Commission (NCSC) has ap- 
parently elected not to pursue Judge 
further on this question, after “sacking” 
him from all executive roles at Ariadne 
in a controversial use of its “persuasive” 
powers. The New Zealand Stock Ex- 
change (NZSE) has done no more than 
thrash the parties to the Renouf Corp. 
Saga with a feather and to announce 
that it will tighten listing rules to re- 
quire full disclosure of all such transac- 
tions. 

However, New Zealand’s Commer- 
cial Affairs Office, in the portfolio of 
Justice Minister Geoffrey Palmer, is be- 
lieved to be collating announcements 
made during 1987 to determine whether 
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a breach has occurred of Section 461 of 
the NZ Companies Code, which makes 
it an offence to give false or misleading 
statements to a stock exchange. 

The Renouf Corp. saga (or soap 
opera, perhaps) began in March 1986 
when Ariadne swapped its New Zea- 
land industrial assets, including the 
local Repco operations, with Renouf 
Corp. in exchange for an issue of shares 
equal to 51% of its capital. The New 
Zealand financial house was to be used 
as Ariadne’s vehicle to move into 
Europe — though the Hongkong-listed 
investment vehicle Impala Pacific 
turned out to be the more immediate 
step, as Renouf Corp. took up a major 
shareholding (eventually 34%) along- 
side Ariadne. 

From later statements by Frank Re- 
nouf, and it seems in Judge’s mind, the 
understanding existed between them 
that Judge would take over the reins at 


Renouf Corp. 
Frank  Renouf 
himself, recently 
knighted and re- 
married at the 
age of 67 to Aus- 
tralian socialite 
Susan Sangster 


would relinquish 
day-to-day con- 
trol and scout new business around the 
world. 

By January 1987, if not before, 
Frank Renouf had become alarmed at 
Ariadne's plans for Renouf Corp. At a 
Renouf Corp. board meeting on 22 
January, he argued it out with Judge. 
On 10 February, Renouf Corp. an- 
nounced that because strong profit 
growth could be hindered by remaining 
an Ariadne subsidiary, directors had 
asked and gained agreement for 
Ariadne to take “a less dominant role.” 
Judge himself would increase his family 
interest by taking up 30 million shares 
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Palmer: investigation. 


& Judge and other directors 
cannot be said to have told the 


whole truth, but they were under 
no loyal obligation 
to do so.9 








(45 million after a one-for-two bonus is 
sue) or about 15.5% of equity throug! 
his New Zealand-listed Judge Corp. “/ 
further 30 million shares have bee! 
placed firm by stockbrokers Frank Re 
nouf and Co. at NZ$8 cum bonus, cun 
dividend.” Frank Renouf would con 
tinue as chairman, and Judge as dep 
uty. 

As Frank Renouf later claimed in ; 
bitter outburst, Judge intended the sec 
ond share parcel to go to Impala Pacifi 
in Hongkong. Judge had expected the 
market to push up Renouf Corp.’ 
shares on the NZ$150 million profi 
forecast also made on 10 February. Bu 
since January, the New Zealand marke 
had been gripped by bearishness, and : 
new wariness affected local investors 
Renouf Corp. shares fell well below 
their 9 February price of NZ$7.10, anc 
Judge allegedly asked Frank Re ` 
and Co. to delay the deal. 

Meanwhile, another deal was being 
put together in Auckland, where the ag. 
gressive merchant bank Euro-Nationa 
Corp. (ENC) was one of several parties 
looking at taking over the sluggish giant 
New Zealand Forest Products (NZFP). 
One of the coun- 
trys other lead- 
ing forestry and 
paper forces, the 
private Caxton 
Printing Works 
group owned by 
reclusive business- 
man John Spen- 
cer, had recently 
become the major shareholder in ENC. 
As ENC managing director Peter Bran- 
nigan told the REVIEW, it was thought 
that with Caxton’s industry expertise 
and sufficient capital NZFP would 
be turned into a much better perform- 
er. 

ENC’s immediate problem vag 
lack of cash. As a first step towa 
NZFP, it moved on Auckland property 
developer Kupe Corp. which was repre- 
sented as highly liquid. On 3 February 
1987, ENC announced it had taken up 
47.1% of Kupe, paying NZ$180 million 
to engineers McConnell Dowell Corp. 
and businessman Grahame Hamilton (a 
quarter deferred to December 1987 and 
quarter to March 1988) while issuing 
ENC shares equal to 7.4% of capital to 
Hamilton valued at NZ$54.2 million. 
The ENC announcement said the in- 
vestment fitted in with its own property 
activities, which would be merged with 
Kupe. The real purpose, Brannigan 
said, was to move to a full takover to get 
control of Kupe's cash. . 

But the size of NZFP meant ENC 
was also looking at other participants. 
Judge was already talking with ENC, 
with the suggestion from ENC that a 
cashed-up Ariadne might like to join 
forces. But fairly soon after buying into 
Kupe, ENC decided not to proceed with 
its attack on NZFP. 


Attracted by  Kupe's property 


ortfolio, Judge then made an offer to 
uy ENC out of Kupe at its entry cost of 
4Z$234 million, “combined with” 
Brannigan said) an injection of new 
apital into ENC. On 25 February, 
INC told the NZSE that in “separate 
ransactions” Judge Corp. had bought 
he Kupe stake, Caxton had been 
‘ought out of a joint subsidiary and was 
pending the money on new ENC shares 
bringing its stake to 25%), and Renouf 
Zorp. would take up 19.3 million new 25 
YZ cent ENC shares at NZ$5.98 each 
thereby injecting NZ$110.6 million 
nto ENC) as well as buying 10.8 million 
INC shares at the same price from the 
ormer ENC-Caxton subsidiary. Re- 
iouf Corp. would thus end up with 26% 
f ENC. 

On the same day, Renouf Corp. an- 
iounced its side of the ENC deal, and 
lso that “as a result of arrangements 

completed 3696 of Renouf Corp. 
Ne es owned by Ariadne have been 
Jlaced in an associated company of 
udge Corp. A further 18% including 
he balance of Ariadne's holding has 
»een placed offshore with a party not 
yresently associated with the Renouf or 
fudge groups." Managing director Mike 
Cashin said: “We are pleased to have 
he shareholding well and truly bedded 
lown following the Ariadne Australia 
_td divestment of shares.” 


Asse jubilantly claimed to have 
made a NZ$320 million profit in the 
NZ$720 million it said would come from 
selling out of Renouf Corp. This ap- 
pearance of being cash-rich perhaps de- 
luded Judge as much as the stockmar- 
kets, for his buying spree went on dizzily 
for several months. 

Frank Renouf also accepted that 
Judge was in control and separately told 
the NZSE he was stepping down as Re- 

uf Corp. chairman in Judge’s favour. 
B. being concerned about conflict 
between the interests of Judge Corp. 
and Renouf Corp., “I have now been 
satisfied that Judge Corp. will remain a 
holding company for the majot interests 
in Renouf Corp. and Ariadne Austra- 
lia, and that Bruce's efforts will be con- 
centrated on further developing Renouf 
Corp.'s interests." The implication is 
that Frank Renouf had feared Judge 
Corp. would break up Renouf Corp. 

The offshore party was not named 
for nearly four months but was, Branni- 
gan confirmed, Harmony Securities, a 
Cook Islands-registered company set up 
and owned by Caxton. Along with the 
Kupe-ENC deal, Judge had suggested 
ENC might like to help Ariadne by tak- 
ing some of its Renouf Corp. shares. 
ENC found Caxton willing to help, but 
ready to commit itself to only half the 45 
million shares (after the bonus) Judge 
wanted to place. Half were thus taken 
up immediately at NZ$8 a share, but the 
rest could be handed back at no cost. 

It was not until late May that the web 
of deals was documented, and several 
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important changes had taken place. The 
26.2% ENC holding was not taken up 
by Renouf Corp. because the price of 
NZ$5.98 was by then 60% above mar- 
ket level. Instead, at a board meeting in 
Hongkong on 4 June, Judge rammed 
through agreement for Impala Pacific to 
buy the parcel, along with Renouf 
Corp.’s half of its Australian subsidiary, 
also at an inflated 
price. This was 
announced in 
New Zealand by 
Renouf Corp. 
and ENC on 5 
June. 

The “sale” of 
the 45 million 
Renouf Corp. 
shares to Harmony was also docu- 
mented in May. As ENC announced — 
seven months later on 2 December — 
it wrote an open-ended put-option in 
May with Caxton over all shares in Har- 
mony for NZ$156.5 million. The terms 
of Ariadne’s sale to Harmony of 45 mil- 
lion Renouf Corp. shares were also 
finalised around the same time, presum- 
ably. 

Caxton was thus underwritten by 
ENC. As the sale was simultaneous — 
more or less — with the Impala invest- 
ment in ENC, it could be said that Har- 
mony-Caxton-ENC was “not presently” 


— 


sencer: cash injection. 





€ The subsequent failure of 
Ariadne to take action against 
Harmony for not taking up its 
supposedly contractual obligation 
has mystified many observers.? 





associated with Ariadne or Renouf 
Corp. The ultimate ENC exposure to 
Renouf Corp. was only to half the 45 
million shares, all along. 

The subsequent failure of Ariadne to 
take action against Harmony for not 
taking up its supposedly contractual ob- 
ligation on the second half on 30 
November has mystified many obser- 
vers. At the time of this apparent de- 
fault, Judge said a mortgage meant the 
shares reverted to Ariadne, and left 
things at that. Informed sources say that 
from the beginning, Harmony was pro- 
tected by a “collapsing loan" arrange- 
ment. In other words, the sale was never 
intended to be final until Harmony re- 
paid its “loan” on 30 November, or sent 
the shares back in full satisfaction. 

No inkling of the nature of the Har- 
mony deal was given to the public until 5 
August. Renouf Corp. directors said 
that Ariadne had confirmed that at the 
time of the "proposed" sell-down in 
February, only 75 million shares (after 
bonus) had been placed, on deferred 
settlement, giving an effective NZ$7 a 
share return. Of these 45 million had 
gone to Harmony Securities. 

At that time, 
of course, Re- 
nouf Corp. and 
Judge interests 
controlled, ^ via 
Impala, the big- 
gest parcel of 
ENC, which 
through the put- 
option could at 
any time become the owner of Har- 
mony. The Judge group’s ENC stake 
had increased on 20 July when Judge 
Corp. bought 9.1 million shares (7.4%) 
from Hamilton for NZ$4 cash, bringing 
its ENC stake to 33.6%. 

By this stage, both Frank Renouf 
and his camp at Renouf Corp. and 
chairman Rod Petricevic and Spencer at 
ENC were anxious to be rid of Judge. 
ENC had found Judge an enemy in the 
blanket, proposing to take over ENC 
and merge Ariadne’s other financial in- 
terests with it. A “discussion” led to 
Judge agreeing to sell from Im- 
pala a 19.9% ENC holding to Cax- 
ton, at the higher of cost or market 
price. 

Frank Renouf later claimed that in 
July he had learnt that the placement of 
90 million shares (after the bonus) an- 
nounced on 25 February had not taken 
place. Judge then talked of bidding 
through Kupe and Judge Corp. for all 
Renouf Corp. shares not owned by 
Ariadne. Frank Renouf had argued this 
was impossible, given that Judge had al- 
ready reported the sale five months ear- 
lier. On 28 July, Frank Renouf met the 
Ariadne board and convinced them to 
drop support for the Kupe-Judge Corp. 
offer and support an offer for its 
Renouf Corp. shares by himself. Judge 
was already in conflict with Colin 
Ryan and other Ariadne directors, who 
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were bluntly telling him to rein in. 

A prior event, according to a letter 
allegedly given to Frank Renouf by 
Judge, would be the former’s agree- 
ment that Impala would sell its ENC 
shares to Caxton, and buy Renouf 
Corp. shares from Harmony. If this is 
the case, it suggests that while ENC was 
underwriting Harmony-Caxton’s Re- 
nouf Corp. investment, the Judge group 
had or felt some ultimate obligation to 
Caxton and ENC. 

On 5 August, Renouf Corp. an- 
nounced that Frank Renouf would take 
control by entering a contract over 
Ariadne’s 60 million remaining shares 
at NZ$3 a share. Together with his 45 
million shares, this would give him a 
36% stake. Renouf Corp. and Impala 
also announced that Renouf Corp. 
would make an unconditional cash offer 
at HK$18 (US$2.30) a share for Impala. 
Ariadne had agreed to accept to the ex- 
tent that Renouf Corp. would get at 
least 51% of Impala. 

On 17 September, Renouf Corp. an- 
nounced yet another major reshuffle of 


its ownership, without rescinding its 5 
August notice. Australia’s FAI In- 
surances, controlled by the canny 
stockmarket investor Larry Adler, was 
buying 58 million shares, while Frank 
Renouf had increased his shareholding 
by 15 million shares to 57 million. 
New Zealand Government-owned DFC 
Ventures would buy 7.5 million shares. 
Judge was replaced as chairman by 
Frank Renouf, FAI’s Bruce Corlett was 
made deputy chairman, and Ariadne- 
nominated directors (aside from Judge) 
left the board. 


Fie weeks later, after the October 
sharemarket crash, these deals were 
coming apart as well. Ariadne revealed 
the FAI sale had been accompanied by a 
put-option, requiring Ariadne to buy 
back the 58 million Renouf Corp. shares 
on 16 March 1988. Frank Renouf said 
his side of the 17 September sales had 
not gone through, because Ariadne had 
“rescinded” its contracts with himself 
and DFC Ventures. A meeting of Re- 
nouf Corp. shareholders sacked Frank 


A sea-born vision 


left high and dry 


By Robert Cottrell in Hongkong 
- Impala Pacific was 
à conceived on a junk, 
and sentenced to 
| death in a hotel room. 
| In the intervening 27 
months, it beguiled 
LEES Hongkong investors 
] with a bravura display 
of share manoeuvring and restructuring 
which pushed its share price up from an 
entry-level HK$2.06 (26 US cents) to a 
high of more than HK$30. It now 
languishes in suspension, awaiting a 
hoped-for privatisation at a price rather 
closer to the former than the latter. 

The company was sired by Bruce 
Judge out of Hongkong's Sing Tao 
newspaper group tycoon Sally Aw Sian, 
with former ANZ merchant banker 
Stephen Tsung playing the part of stud- 
master. The moment of conception was 
a boat-trip around Hongkong harbour 
hosted by Tsung in 1985, on which the 
guests included Aw, who was keen to 
move control of her newspapers to Aus- 
tralia, and Judge, who wanted to extend 
Ariadne Australia into Hongkong. 

Tsung fine-tuned a deal whereby Aw 
reversed Sing Tao's assets into an Aus- 
tralian company, Cereus, while leaving 
its Hongkong listing attached to a shell 
company called Cinclus. Aw had prear- 
ranged to sell her 76% stake in Cinclus 
to Ariadne at HK$2.06 a share, giving 
Judge the Hongkong vehicle which he 
went on to rename Impala. 

Sir Ronald Brierley's Industrial 





Equity (Pacific), listed in Hongkong 
since 1976, had given Down Under en- 
trepreneurs a go-go reputation in Hong- 
kong and this was not slow attaching in 
itself to Judge as a former Brierley 
lieutenant. The glamour factor, coupled 
with the near-certainty of heavy Austra- 
lian and New Zealand buying interest 
for a relatively small float of stock, sent 
Cinclus shares soaring from their 
HK$2.06 ex-Sing Tao price, to HK$8 
when they started trading under Judge's 
aegis on 9 September 1985. 

It mattered little to anybody that Im- 
pala was being floated on a tide of 
mumbo-jumbo as to what it was actually 
going to do. One of the jewels in its 
crown was to be a process for liquefying 
coal; a second was to be a stake in KDI 
Corp., a US company making (among 
other things) swimming pools, spon- 
sored films and “composite aerospace 
structures." 

Investments like these looked good 
in company statements (except when 
they were losing money), and provided a 
rationale for stockbrokers who needed 
to commit “buy” recommendations to 
print. But investors who remained con- 
vinced that Impala was not a company 
which planned to get its hands dirty 
were rewarded when it almost im- 
mediately formed a joint venture with 
absentee parent Aw to buy a hotel site 
in Tsimshatsui, and sold it a year later 
for an attributable profit of HK$122 
million. 


Renouf and installed Wellington busi- 
nessman Mark Horton as chairman. 

For its part, Ariadne said on 29 Oc 
tober that Frank Renouf and hi: 
stockbroking firm had not met theii 
contracts for 60 million shares under the 
5 August announcement. These had 
therefore been revoked, and Ariadne 
would seek regulatory clearance to bid 
for full ownership of Renouf Corp. Dur- 
ing November, Frank Renouf and 
Judge elaborated their accusations in a 
public slangitig match through the Wel- 
lington press. 

In his 17 November address to 
Ariadne's annual meeting, Judge indi- 
cated that the 17 September deals had in 
fact been commenced because of the 
failure of the 5 August arrangements. 
Of the 58 million shares sold to FAI, 30 
million had come from *an independent 
party." If the source was truly indep 
dent, the only explanation why Aria: 
accepted a put option over these sha... 
is that Judge held a highly optimistic 
outlook for the New Zealand sharemar- 
ket at the time. However, Kupe has sub- 


The hotel deal marked the high point 
of Impala's fortunes. After that, it was 
to become so busy a clearing house for 
intra-group dealings that Hongkong 
shareholders, who had found it difficult 
enough to follow in year one, were 
going to find it absolutely impossible in 
year two. The share price, though, was 
flying high — at HK§28 on 21 October 
1986, the date on which Impala direc- 
tors took up options to buy almost 3.6 
million of its shares, at HK$5 each. 
Anybody reading Judge’s chairman state- 
ment of that month might have thought 
that they were in on the birth of a diver- 
sified hi-tech industrial holding com- 
pany, which happened to have had some 
good fortune in the property market. 

In fact, Impala’s recurrent carni 
were insignificant in profit-and-loss 
terms relative to the capital items gener- 
ated by acquisitions and disposals. And 
all of its strategic planning counted for 
little when measured against its em- 
broilment with Renouf Corp. — the tar- 
baby to which, the more Impala strug- 
gled, the tighter it stuck. 


sue was no more than a peep- 
hole through which Hongkong could 
glimpse the wider entanglements be- 
tween Judge and Sir Frank Renouf, but 
even that limited spectacle was not 
over-edifying. In February 1987, Re- 
nouf Corp. announced that it was lifting 
its shareholding in Impala from 20% to 
34%, while Ariadne’s was dropping 
from 38% to 30%. Ariadne, mean- 
while, was busy trying to sell its own 
51% holding in Renouf Corp. On 4 
June, Renouf Corp. sold to Impala a 
stake in the New Zealand financial- 
Services group, Euro-National Corp. 
(ENC), for HK$833 million, a 60% pre- 
mium to the market price. 


equently been revealed as a substantial 
myer of Renouf Corp. shares in Oc- 
ober, buying about 10 million of which 
..9 million were immediately on-sold at 
NZ$3 for no profit. 

On 30 October, Renouf Corp. direc- 
ors announced that because their offer 
or Impala had been “premised” on 
Sriadne's sale of Renouf Corp. shares 
— which had not taken place — it was 
iot in the interests of Renouf Corp. 
hareholders to proceed with the offer. 


Di November and December, 
the financial crisis of the Judge-relat- 
əd companies came into the open. Judge 
corp. appointed a task force of its bank 
'reditors to advise on managing its way 
ut of threatened insolvency caused by 
ts failure to raise capital to reduce bor- 
owings made for the Kupe purchase. 
[he company called off a bid for Kupe 
Corp. announced on 16 October. Im- 

announced a HK$54 million loss 
- «ts June year, instead of the forecast 
yrofit. Kupe disclosed large book losses 
yn Judge group investments. Via sub- 
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As of 30 June 1987, Impala decided 
its ENC stake was worth HK$358 mil- 
lion less, and provided accordingly in its 
accounts. (As of 13 November, the mar- 
ket value of the ENC stake was HK$283 
million lower still, though no further 

rovision was made.) Adding insult to 
injury, Impala then went on to "in- 
struct" the auditors of its 1986-87 ac- 
counts, Arthur Andersen, that it would 
*not be practical" to contact ENC's 
management or auditors, even though 
Arthur Andersen considered it “neces- 
sary" to do so as a means of "substan- 
tiating the arms-length nature of the 
[ENC] acquisition." 

Also in June, Impala bought 17.596 
of Renouf Corp. Australia (from Re- 
nouf Corp.), and then bid for the rest. 
In August, Renouf Corp. said it would 
bid for Impala at HK$18 a share. 

It said it would bid, but it did not. In 
October, Renouf Corp. announced that 
the proposed offer had been contingent 
on Renouf's plan to buy out Ariadne's 
shareholding in Renouf Corp., that this 


FAR EASTERN ECONOMIC REVIEW e 21 JANUARY 1988 


A XN l d 4 4 -—-« 
rley; Hongkong Stock Exchange: Impala was floated on a tide of mumbo-jumbo. 


sidiary Mocha Ventures, Kupe had 
bought 13.6 million Ariadne shares at 
A$3 on 8 October, but with a put-option 
to sell them to Judge Corp. at the same 
prire. ENC revealed its put option over 

armony. Ariadne’s bankers installed 
an outside accountant to manage the or- 
derly liquidation of its assets. 

Judge was sacked by shareholders as 
chairman of Judge Corp., voted off the 
board of Renouf Corp., and jawboned 
by Australia’s NCSC out of executive 
roles at Ariadne. 

Impala has been left with a huge 
book loss on its ENC investment (the 
sale of the 19.9% to Caxton never 
materialised, though discussions “of a 
legal nature” are taking place about 
this, according to New Zealand business 
sources). 

ENC was left with 32% of Kupe held 
as security for NZ$90 million Judge 
Corp. did not pay. It will have to write 
off about NZ$60 million after selling the 
Kupe shares. ENC also has had to make 
provision for a potential net loss of 
NZ$140 million or so from Caxton’s 


" 





m m 
a 
a. 





deal had fallen through, and that the 
Renouf Corp. offer for Impala was 
therefore being withdrawn. Renouf’s 
Hongkong advisers resigned, the com- 
pany was “censured” by the Securities 
Commission, and it was told that it was 
no longer welcome in Hongkong capital 
markets. Impala’s shares, suspended at 
HK$16.90 on the bid announcement, 
did not resume trading. 

The death sentence for Impala was 
handed down in a function room of the 
Hilton Hotel, Hongkong, on 28 De- 
cember 1987, at a sparsely attended an- 
nual meeting. Judge did not attend, but 
relayed a message that he would not 
seek re-election. Tsung had resigned 
the previous month. The auditors’ state- 
ment was not read in full, owing to its 
qualifications being more than 1,500 
words long. The meeting was conducted 
by non-executive director Tim Gallie, 
who said he hoped that privatisation of 
Impala by Renouf Corp. and Ariadne 
could be arranged on terms accept- 
able to minority shareholders, failing 


put-option on Harmony. Renouf Corp. 
has felt obliged to subordinate unsec- 
ured debt of NZ$22 million owing to it 
by Judge Corp. Kupe similarly has been 
told by Judge Corp.’s bankers that its 
put option on the 13.6 million Ariadne 
shares was almost worthless. It thus 
faces a A$35.5 million book loss on the 
shares. Kupe also held on 20 November 
nearly 7 million Renouf Corp. shares, 
mostly bought at NZ$3. Former Kupe 
shareholder Hamilton had been unfor- 
tunate enough to translate much or all 
of his Kupe-ENC proceeds into 9.2 mil- 
lion Judge Corp. shares at NZ$5.80 cash 
each on 9 June. 

Out of all the parties, only Kupe’s 
original controller, McConnell Dowell 
Corp. (which collected NZ$45 million 
from ENC in December), seems likely 
to come out with the deal originally 
promised. Caxton can exercise his put- 
option on Harmony only at the cost of 
weakening ENC, of which it is 25% 
owner. Everyone else is ruefully cursing 
the day they started listening to Bruce 
Judge. — Hamish McDonald 
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which liquidation was an alternative. 

Gallie warned that any buy-out 
would be at well below pre-suspension 
levels, a prospect which would not have 
surprised any shareholder reading the 
Impala annual report for the year ended 
30 June 1987 (but not published until 4 
December, and with a chairman's state- 
ment distributed separately at the meet- 
ing). Footnotes warned of severe 
damage to Impala's HK$698 million 
(HK$6.40 a share) 30 June net worth 
from two big subsequent declines in 
asset values as of 13 November — of 
HK$283 million on ENC, and HK$152 
million on KDI. 

Auditors Arthur Andersen added in 
a qualification that the "significant 
abrupt decline occurring in most of the 
world's stockmarkets in late October 
1987 has further affected the quoted 
values of the group's investments in 
marketable securities and associated 
companies," but that Impala took the 
view that the market decline was not 
“permanent.” Oo 
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Reserves of growth 










The Philippines’ economic recovery boosts search for oil 


By Jose Galang in Manila 
l ncreasing energy demands from a nas- 
cent industrial revival and costlier oil 
imports have fuelled renewed interest in 
petroleum exploration in the Philip- 
pines. Energy officials expect 10 drilling 
projects in the country during 1988, 
compared with the four wells sunk in 
1987. 


Much of the activity will be concen- 
trated in offshore areas northwest of 
Palawan island facing the South China 
Sea, where there are currently three 
producing fields, whose combined out- 
put, however, was a low 2.04 million 
barrels in 1987. Other drilling projects 
are slated in the Sulu Sea area and in 
Bondoc Peninsula in southern Luzon. 

The 1988 drilling projects’ combined 
costs are estimated at around US$20-30 
million. Costs of at least US$9 million 
are expected to be incurred for tests on 
Galoc-1, a discovery well off northwest 
Palawan, to determine the economic 
flow rate for the well’s estimated re- 
serves of 50 million barrels. The tests, 
which will run for about six months, are 
to start in February. Project costs are es- 


timated at between US$3-7 million each 
for the exploratory wells planned. 

The recent rise in oil prices on the 
world market has resulted in oil-explo- 
ration companies dusting off previously 
shelved projects in the Philippines. One 
US firm, which withdrew from Manila 
in 1986 when oil prices dipped to record 
lows, is again negotiating for a new ser- 
vice contract. Some 30 foreign firms 
have sought detailed studies of Philip- 
pine petroleum-exploration prospects. 

Part of the increased interest results 
from the country’s expensive oil-import 
bill, which in 1987 reached US$1. 18 bil- 
lion, up 48% on the previous year. The 
volume of imports grew by 16.796 to 
58.07 million barrels. The share of im- 
ported energy (oil and coal) expanded 
to 58.9% of total energy consumption in 
1987, compared with 55.9% in 1986 and 
50% in 1985. 

The increased energy consumption 
helped the economy grow by an esti- 
mated 5.1% in 1987, propelled by a 
7.9% advance in industrial production 
and 4.8% in the services sector. Among 
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Hotel chain's weak link 


Faber Merlin files police report against ex-directors 


By Suhaini Aznam in Kuala Lumpur 


E ES financially troubled hotel chain 
Faber Merlin Malaysia filed a police 
report against one or more of its former 
directors on 7 January on suspicion that 
they caused the company to lose more 
than M$100 million (US$40.2 million) 
to date. The former board, headed by 
the late Chang Ming Thien, had caused 
Faber Merlin to enter into “extre- 
mely prejudicial" lease agreements 
from 1981-84 to the company's “finan- 
cial detriment,” said its general 
manager for corporate affairs, Yu- 
suf Abdul Rahman, in the police re- 
port. 

The one-sided contracts were with 
respect to six hotels in the Merlin chain, 


| of which the Merlin Perth alone has 


been responsible for M$71.33 million in 
. extraordinary losses. By the time the 40- 


year contract expires in 2024, Faber 
Merlin will have paid an additional 
A$325.99 million (US$230.4 million) if 
the lease is unchanged. The Merlin Inn 
Hollywood had totted up a M$11.049 
million bill — registering losses of 
US$1,000 a day — before Faber Merlin 


walked out on the contract in February 
last year. 

"The circumstances surrounding all 
these transactions and [their] one-sided 
and uncommercial nature" has led the 
present management and board to “sus- 


energy. 





pect that one or more members of the | 


previous management and/or board 
may have obtained personal benefit 
from these transactions in collusion with 
third parties or otherwise," said Yusuf. 
The present six-member board as- 
sumed control in 1985, after Fleet Hold- 
ings, the investment arm of the domin- 
ant political party, the United Malays 
National Organisation, took over Faber 
Merlin in 1983. It now wants to distance 
itself from the actions of its predeces- 
sors. Some of the documents of pre- 
1984 transactions cannot be traced, said 
a company source. None ofthe previous 
11 directors are on the present board. 
The 40-year lease with Withernsea 
Properties for the Merlin Perth — since 
then taken over by the Perron Group of 
companies of Australia — was consi- 
dered “highly imprudent” in an industry 











ies that recorded big increases i 
-consumption in 1987 were 
textile milling, up 49.6%; mining, u 
45.676; and rubber-tyre manufacturing 
up by 37.3%. Energy used for powe 
generation continued to account for th 
biggest share. 

With the government aiming for re: 
economic growth of 6.5% in 198% 
the pressure for energy developmer 
should continue. The share of importe 
oil in total energy consumption ha 
already been reduced, from a high c 
92% in 1973, and development prc 
grammes continue on the use of indiger 
ous energy sources. Power generation i 
expected to use up large amounts of o: 
because of the projected low wate 
levels for hydro plants. 

The government's policies on oi 
exploration have remained largely un 
changed, though President Corazori 
Aquino appears determined to prum 
the government bureaucracy in en 
areas. In the new Congress, some mo 
bers are proposing the establishment o 
a fund which may be tapped to financ: 
up to 50% of costs incurred on drillin; 
projects. The service-contract system 
introduced in 1973 (using Indonesia" 
experience as a model), is still being fol. 
lowed. 

The usual arrangement is for a 60:4( 
split between the government and the 
contractor of any net proceeds from ar 
exploration project. In a few cases, the 


where 10-year leases are normal. The 
contract also involved an escalating 
rent, rising at a compound rate of 8% a 
year from the sixth through the 10th 
year and 3% a year from the 11th year 
onwards. 

Faber Merlin has since renegotiated 
or walked out of its rental agreements in 
all hotels but Perth. A substantial por- 
tion of its M$6.226 million losses in P 
taya were passed to the owners of 
Merlin Pattaya in a negotiated settle- 
ment in 1986. In Segamat, Butterworth 
and Malacca, "where there were no 
guarantees to hold us, we just walked 
out,” said the Faber Merlin source. 

Faber Merlin currently owns and 
runs seven hotels in Peninsular 
Malaysia, plus two more on a joint-ven- 
ture. basis. It now intends to diversify 
into projects which will generate profits 
in the shortest time possible. 


he group would still retain proper- 

ties and hotels but on a reduced 
scale, and in future hoped to enter only 
into hotel-management contracts, av- 
oiding further ownership or share par- 
ticipation of hotels. It is currently re- 
negotiating the sale price of the Kuala 
Lumpur Merlin, earlier mentioned at 
M$110 million, to its associate, the New 
Straits Times Press. If Faber Merlin can 
sell two more hotels, it can reduce its 
borrowings from M$300 million to 
M$100 million, said the source. 
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overnment’s share is raised 
070%. 

Among the various incen- 
ives for oil exploration, con- 
ractors are allowed to re- 
over expenses (incurred lo- 
ally and overseas) of up to 
096 of gross revenues for a 
iven year, with unrecovered 
osts carried forward to sub- 
equent years. Also, the gov- 
rnment's share of the pro- 
eeds already includes the 
'ontractors income tax, 
vhich a foreign exploration 
'ompany may use as a tax 
hhield in its home country. A 
cey issue that arose during the 
inancial crisis of the early 
.980s — the freedom to repatriate profits 
ind capital —is virtually guaranteed now. 

On the other hand, Filipino investors 
n oil-exploration ventures still have 

the end of 1988 to avail themselves 

1 incentive allowance, which is ef- 
ectively a subsidy amounting to up to 
7.5% of the project's gross revenue. 

Among the currently active oil-ex- 
dloration firms, the largest are Oriental 
Petroleum and Philippine Overseas 
Drilling and Oil Development (Philo- 
drill). Oriental and Philodrill are rep- 
resented in most of the new exploration 
ventures this year. 

Foreign firms now active in Philip- 
xine petroleum drilling include Hous- 


Faber Merlin's group pre-tax loss 
rose by 68% to M$71.84 million in June 
1986-87 from M$42.82 million the previ- 
ous financial year. It defaulted on the 
redemption of M$17.7 million of con- 
vertible unsecured loan stock when it 
fell due last October. Many of its liabilities 
surfaced in 1985, compounded by the ho- 
tel glut and a depressed property mar- 

t. In some cases, poor location meant 
p hotels did not make money from 

ay one,” said a Faber Merlin source. 

On 11 November, Faber Merlin sued 
seven of its former directors in the Hong- 
kong High Court for alleged negli- 
gence, omissions, and/or breaches of 
duty in their capacity as directors of its 
now-dormant Hongkong subsidiary, 
Merlin Management International Ltd 
(MMIL). Although unstated in the writ, 
it is believed that the suit involves the 
MMIL’s decision to buy a major stake in 
Queensfield Corp., a Thai company 
which Faber Merlin’s internal auditors 
found was insolvent. Queensfield’s 
main asset was a hotel in Pattaya. 

Faber Merlin later sued 11 former di- 
rectors in Kuala Lumpur for causing or 
allowing the company to take up a 50% 
stake in MMIL. In this second writ, it 
claimed that its former directors, five of 
whom are now dead, had failed to dis- 
close certain facts to shareholders at 
an extraordinary general meeting in 
November 1981, thereby acting in ex- 
cess of their authorities. Ri 
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Exploring for oil: renewed interest. 


ton-based Alcorn, which was set up in 
1986 by a group of veteran geologists 
with previous experience in the country, 
Hartogen Energy of Australia, Consoli- 
dated Petroleum, also of Australia, and 
Rand Ricks. After Philippine energy 
officials held a promotional symposium 
in Houston in September 1987, at least 


. 30 more foreign firms expressed in- 


terest. 

Among the drilling projects for 1988, 
Galoc has attracted considerable in- 
terest because of the large expenditure 
— estimated to reach US$120 million — 
if it goes into production. During the 
production tests due to start next 
month, the operator, Hartogen, expects 


By Nick Seaward in Kuala Lumpur 


Kos Lumpur's municipal admini- 
stration has decided in principle to 
privatise the city's sewerage system. In 
doing so, it hopes to avoid spending the 
estimated M$1.5 billion (US$603.6 mil- 
lion) needed for a planned overhaul and 
expansion of the sewers by 2005, thus 
easing the strain on its budget. 
Presenting the budget for 1988, the 
Mayor of Kuala Lumpur Datuk Elyas 
Omar said on 11 December that the cen- 
tral government's Economic Planning 
Unit had authorised studies into the 
feasibility of privatising the operation, 
maintenance and expansion of the sew- 
ers. Elyas said a company had been 
doing a study at its own expense and was 
due to submit a report in January. 
There is an urgent need for new 
works on the system, which has re- 
mained largely untouched since it was 
built during British rule some 50 years ago. 
City Hall has drawn up a three-phase 
master plan to upgrade its sewers. The 
first was begun in 1977 and completed in 
1985; the second and third were origi- 
nally scheduled to be completed by 2005 
but Elyas said that he wants to bring for- 
ward the timetable to ensure that all 


Relieving the strain 


Malaysia wants to privatise its sewerage system to save money 


to recover any oil that is pro- 
duced by interconnecting a 
tanker with the rig. Flow rates 
of more than 3,200 barrels a 
day will mean profits for the 
venture. Among the local 
partners are Philodrill, Sea- 
front Petroleum, Trans-Asia 
Oil and Balabac Oil. 

Attention is also being fo- 
cused on an exploratory dril- 
ling onshore at Victoria in the 
central Luzon province 
of Tarlac. The exploration 
group suspects there is a re- 
serve of up to 1.5 billion bar- 
rels. However, energy offi- 
cials say that, “based on avail- 
able data,” prospects of an oil 
discovery in the area are poor. 

Other projects include: 
» Verde in northwest Palawan, which is 
estimated to hold a reserve of around 
100 million barrels. The project is ex- 
pected to entail total costs of US$6 mil- 
lion. Basic Petroleum, another leading 
local firm, is a partner. 
» Salvacion-1, which is being drilled in 


| shallow waters in northwest Palawan. 


Its estimated reserves range from 25- 
100 million barrels. 

» North Tara, which will be drilled near 
the disappointing Tara well in the Sulu 
Sea. Hartogen has re-evaluated data 
from Tara and will go back to the area 
this year. Oo 









major facilities are in place by 2000. 

The REVIEW understands that the 
bidder for the privatisation contract is a 
consortium whose main partners are 
United Engineers (Malaysia) (UE) and 


Arab-Malaysian Development. The 
consortium is bidding for half of Phase 
Two of the sewerage scheme, worth a 
total of M$800 million if interest and 
land-acquisition costs are included. The 
company expects to complete the job 
over the course of 10 years. But major 
problems, such as how UE is to receive 
its remuneration, remain. 

If the consortium were to win the 
contract, there is bound to be close pub- 
lic scrutiny of the terms. It would entail 
the second-largest infrastructural pro- 
ject involving waterworks in the country 
after the M$1.4 billion Antah-Biwater 
rural water-supply contract awarded in 
August 1986. Furthermore, UE is al- 
ready the centre of a controversy over 
the privatisation of another major pro- 
ject, the M$3.4 billion North-South 
Highway, for which it received a letter 
of intent in December 1986 (REVIEW, 
22 Oct. '87). 

The controversy followed the revela- 
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ks | when it lost to K. G. Teratai in its bid to 
| build and operate the five-road inter- 
changes in the capital. Teratai will have 






| Front coalition, 


-| Lim Kit Siang to obtain an injunction 
. preventing the signing of a firm contract, 
on the grounds that there had been acon- 


. flict of interest in awarding the letter. 





_ An appeal by UE to the Supreme 
Court to lift this injunction began on 12 


January. Until the injunction is re- 


moved and the contract for the highway 


signed, UE is expected to be thwarted in 
its bid to lift a four-year suspension on 
the trading in its shares on the Kuala 


Lumpur Stock Exchange. The sewer 


contract — and another potential con- 


tract to privatise the Ministry of 


Health's pharmaceutical laboratory and 
store division — could provide the base- 
load of work needed to win the relisting. 

UE narrowly missed out on City 
Hall's other main privatisation project, 


ECONOMIC RELATIONS 


Planting a seed 





| tional Sueno (Umno). This en- 
lamentary opposition leader 









14 years in which to build and collect 
tolls on the project, after which owner- 
ship reverts to City Hall. 


p e: interchange contract has not es- 
caped public criticism either, par- 
ticularly as the company involved is not 
well known for its civil-construction 
capabilities. Elyas defended the award, 
however, stating that Teratai had 
"proved to be a quite capable contract- 


or,” having completed 4,000 units of 


housing for City Hall in the past. 

While the imposition of tolls on 
urban expressways has attracted consi- 
derable protests, it also has not gone un- 
noticed that the annual assessment rate, 
by which City Hall raises most of its in- 
come, has been held at its previous level 
yet again. Opposition to the imposition 
of tolls — or to the levying of a higher 
water charge — could be used as an op- 
portunity to increase the general rate. 


Gatt meeting raises hopes of farm trade liberalisation 


By Michael Vatikiotis in Bali 


he Nusa Dua Hotel in Bali resound- 

ed to the beating of many personal 
drums during a two-day international 
conference attended by prominent 
members of the General Agreement on 
Tariffs and Trade. The outcome, how- 
ever, raised hopes that agriculture will 
be accorded the highest priority for 


liberalisation within the current round: 


of multilateral trade negotiations. 
Delegates to the meeting on 8-10 
January included trade ministers and 
representatives from Japan, the US, 
Australia, New Zealand, Canada and 
the EC. Asean was represented by 
Brunei, Indonesia, Malaysia, the 
Philippines and Thailand. 
Although described as an informal 
gathering without decision-making au- 
thority, most delegates treated the 
meeting as an opportunity to restate 
their respective positions and exchange 
ideas. There is to be a mid-term review 
of the current Uruguay Round of 
| negotiations, due to be held in Van- 
couver towards the end of the year. 
Australia, leading the Cairns Group 
of agricultural exporters, pushed hard 
to convince the other delegates there 
must be an agreement on agriculture 
this year. Australian delegates said 
there is à sense of urgency because a 
new farm bill is due to go before the US 
Congress next year. This, and the forth- 
coming French presidential elections, 
they said, could entrench agricultural 
protectionism in these two markets. 


According to Australia’s Minister 
for Trade Negotiations, Michael Duffy, 
the level of protection is already worsen- 
ing. His figures show that farm-sup- 
port programmes in the US have grown 
from US$3-5 billion in the early 1980s to 
approximately US$30 billion today. In 
the EC, the Australian Bureau of Ag- 
ricultural Economics estimates that sub- 
sidies have grown from US$25 billion in 
1985 to nearer US$60 billion today. 

In an attempt to move events along 
more rapidly, Australia is encouraging a 
link between agriculture as a whole and 
the liberalisation of a range of seven 
categories of tropical products (jute 
hard fibres, tropical timber, spices, edi- 
ble oils, flowers, rice and fruit). These 
were specifically picked out as an area 
for early agreement at the Punta Del 
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Este meeting, which inaugurated the | 


Uruguay Round in September 1986. 
But here the Cairns Group’s propo- 
sals for “early relief measures” have met 
staunch opposition from the EC. The 
EC Trade Commissioner, Willy de 
Clercq, told the REVIEW: "It is unrealis- 
tic to envisage a complete cut in protec- 
tive subsidies.” De Clercq ruled out any 
agreement on agriculture this year. 
Meanwhile, the Cairns Group will 
hold a meeting in the Argentinian city of 
Barriloche from 24-26 February, to take 
stock and discuss strategy. The forma- 
tion of the Cairns Group, in August 
1985, saw agriculture enter the Gatt 
ambit for the first time as a serious issue. 





, Total operating revenue of City Hi 
in 1988 is expected to total M$229.1 m 
lion, of which 72% is expected to-con 
from the rates, 15% from the publ 
housing operating account and 4' 
from the sewerage operating accoun 
Operating expenditure, on the oth 
hand, is budgeted at M$240.4 m 
lion and development expenditure 
M$319.2 million has been scheduk 
over the next three years. 

At the moment, City Hall has r 
idea where it will get the money to mal 
up the expected shortfall. It can borro 
from the government but as it is alreac 
paying out half of its annual M$45 m 
lion public housing operating expenc 
ture in interest to the Federal Treasu 
alone, its room for manoeuvre in this d 
rection is becoming more limited. Ely: 
hinted that City Hall will resort t 
further privatisation or seek bank loan: 

The M$319.2 million outlay in deve 
lopment expenditure is just under 
of the total cost of the projects u 
City Hall's development plan. | 


The 14-member group, representir 
550 million people and a quarter « 
global agricultural exports, has had, i 
effect, to form a pressure group to fac 
up to the so-called “three poles” withi 
the Gatt: Japan, the EC and the US. 

New Zealand Trade Ministe 
Michael Moore sees the group as a su 
cessful meeting of interests. “The trea: 
ment meted out to us by the norther 
hemisphere,” he said, “provides th 
glue that binds us.” But Australia’ 
Duffy admits that the inclusion of tropi 
cal products is “a concession to develop 
ing countries to get them involved in th 
negotiations overall.” 

One concern for less-develope: 
countries (LDCs) within the group i 
that the mutual removal of agricultura 
subsidies will affect crucial devel 
ment programmes. Indonesian m 
Minister Rachmat Saleh told the 
REVIEW that Indonesia is a member o 
the Cairns Group because, as a country 
with "export potential, certainly we 
would like to see more liberalisation.’ 
But he also said that Indonesia may not 
go as far as others on some of the propo- 
sals. “If we are to dismantle all kind: 
of government assistance programmes 
within a short period, I don't think we 
can make it," he said. 

But Duffy insists that the Cairns 
Group's proposals include special and 
different treatment for LDCs. He said: 
^We recognise that LDCs must use ag- 
riculture as an engine of their growth 
and have to be categorised differently." 

There was a feeling of frustration 
among LDCs at the conference about 
the necessity of focusing on Japan, the 
US and the EC. It was generally consi- 
dered, however, that the outcome sig- 
nalled a willingness to put agriculture on 
the map at the start of a difficult year of 
negotiations. 
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ECONOMIC MONITOR THAILAND 


On solid ground 


hailand’s economy grew by about 

6.6% in 1987, according to the Bank 
of Thailand (BoT, the central bank). 
This represents a solid recovery from 
the 3.5% growth rate recorded in 1986. 
The conservative, quasi-governmental 
Thailand Developinent Research Insti- 
tute has estimated the growth rate was a 
lower 6.196. But both attributed the re- 
covery to the strong surge in manufac- 
turing and construction, much of it re- 
lated to the strengthening of the yen, 
the NT dollar and other currencies 
against the US dollar. Estimates for 
1988 growth range from 5.6-6.4%. 

For the second year in a row, Thai- 
land's exports boomed, increasing by 

; against 1986, when exports in- 
. sed 20.8%. Imports, though, rose 
by 37%, boosting an already-hefty trade 
deficit. Exports at the end of the year 
were estimated at Baht 291 billion 
(US$11.6 billion), against Baht 231.5 
billion in 1986. Imports were about 
Baht 337 billion, against Baht 245.9 
billion in 1986. The trade deficit 
jumped from Baht 33.9 billion in 
November to Baht 46 billion by end- 
1987. 

Against this was a bright services 
account, driven by a 20% increase in 
tourist arrivals to 3.3 million. 

The overall balance-of-payments 
figures still look fairly good, though 
there are a number of unreconciled 
trade deals and accounts, and tens of 
millions of US dollars in capital gains 
from the securities market still wait- 
ing to be remitted abroad. BoT fi- 
gures show a net current-account de- 
ficit of Baht 9.1 billion at the end of 

ctober, against a net capital inflow 
Baht 23.3 billion. 

In the September-November 

period, exports grew at an annual 







Philippine Y31Dec. | P1.01b 

National Bank (US$48.6m) 

Pegi H 30 Sept. | -M$412,000 
(US$162,846) 


Malaysia 
Y = year ended. H = half-year ended. 
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hange 
period 


Y 30June | Rs6.9m Rs 519.1m +1.48 Rs 10 
(US$524,714) (US$39.5m) (Rs 15) 
Indian Y 30 Sept. | Rs 50.5m —74 Rs 4b Rs 12.5 
Explosives (US$3.8m) (US$304.2m) (Rs 22.5) 
H 30 Sept. | ¥76.4b +5 Y2.3t +3 n.a. 
(US$631.4m) (US$19b) (n.a.) 
¥31.5b +26 ¥3.75 
(US$260.3m) (3.5) 


P500m 
(nil) 


Net 9o C 
z 


rate of 27%, while imports were ex- 
panding at only 8.4%. This helped curb 
the burgeoning deficit. But the need for 
new equipment because of massive in- 
vestment in new plant and the demand 
for raw materials to support the export 
boom are expected to boost the trade 
deficit to a projected Baht 50-55 billion 
this year. Overall trade growth is ex- 
pected to slow, but with export growth 
at 10.7%. 

Although the baht is tied to a heavily 
US dollar-weighted currency basket, 
the strengthening yen has pulled the 
Thai currency with it. The Baht 
25:US$1 barrier was broken briefly, but 
significantly, on 4 January when the 
Thai unit hit a high of Baht 24.97:US$1, 
against Baht 26.40:US$1 at end-1986. 

The effects of this shift, especially 
the nearly half-baht climb in the past 
two months, are not yet clear. It could 
slow capital-goods imports from Japan, 
and raise inflation, which was 2.7% last 


THE TRADING GAP 


(Baht billion) 
700° ess 


Bl] Tota! trade 





COMPANY RESULTS 





M$3.77m . na. 








Source: Department of Customs, Bank of Thailand. 


REVIEWDIAGRAM by Ricky Hui and Ivan Kwong 


% change | Dividend 
ELI Eb GELS 
Turnover was hit by a lack of demand and a drop in prices. 


Fertiliser and polyester fibre sales dropped sharply. Interest 
and depreciation expenditure rose 45%. 


Group net income for full year is forecast to rise 1276 to 
Y 157b while sales are projected to rise 5% to ¥4.6t. 


Net profit for full year forecast at '* 65b, up from ¥60b a year 
ago. 

The bank made a turnaround from losses of P.3.57b in 1986 
and P7.22b in 1985. The state-owned bank is due for 
privatisation by December this year. 


Improved result was attributed to higher rubber and oil 
palm product prices. 


year and is expected to reach about 4% 
this year. It could also spur more Japan- 
ese buying of Thai goods. 

Japanese investors have been the 
main reason for the boom in private- 
sector investment. According to the 
Ministry of Industry, investment in new 
plant more than tripled to Baht 23.8 bil- 
lion and increased by 16% to Baht 30.6 
billion in plant expansion in 1987. The 
Board of Investment expects invest- 
ment to slow slightly to Baht 50 billion 
in 1988. But the yen's strength is likely 
to ensure that Japan will keep buying 
Southeast Asian, and especially Thai, 
products. Japan's share of Thailand's 
exports grew from 14% to an estimated 
16% by the end of the year. 

Thailand's foreign-exchange re- 
serves grew to US$5.2 billion (including 
gold) by the end of 1987, against US$3.8 
billion at the end of 1986, as the coun- 
try's debt-service ratio declined. Long- 
term outstanding debt, according to the 
National Economic and Social Deve- 
lopment Board, the nation's main mac- 
roeconomic planning agency, was 
US$15.1 billion (government’s share 
US$11.6 billion) at the end of 1987. 
The debt-service ratio, meanwhile, 
fell from 21.1% of exports in 1986 to 
17% in 1987, and may reach 15.6% 
in late 1988. 

The strengthening of the yen has 
affected the government’s borrow- 
ings, Finance Minister Suthee Sing- 
hasaneh admitted recently. But he 
said the government could cope with 
the rising cost of yen borrowings. 
Suthee said on 31 December that due 
to the lengthy repayment period of 
the yen loans, currently valued at 
about ¥785 billion (US$6.5 billion), 
and the gains made against the gov- 
ernment’s US-dollar financing, the 
increase in the weight of the total 
debt burden would only be about 
1.8% a year. — Paul Handley 
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INTEREST RATES (%) 




























































































V Jan se : "pan nonna ‘year | intertenk | interbak interbank 
US$! WORTH rae” rate! » 1month! | 3monthst | 6monthst. 
Australia dollar 1.404 1.407 : 
Britain pound 0.547 | — 0.549 Australia 1139 | 10625 | 1125 12.04688 
Canada dollar 1.2815 | 1.288 " i 
France franc 5.507 | 5.526 Britain n.a. 8.625 | 89375 9.3125 
Hongkong sift imd i Hongkong | 525 | — | o | 100 2.625 
indonesia rupiah 1,550.00 | 1,658.00 Indonesia | 22.00 — 14.50 | — — 
Japan yen 128.30 128.10 à 
Malaysia aie 2508 | 2.834 Japan | 570 | 3395 | 4.01563 | 43125 | 4.3125 
New Zealand dollar 1.503 | 1.531 **3.375 
Pakistan rupee 17.60 | 17.4325 | i | 
Philippines peso 20.25 | 20.80 Malaysia 7.75 na | 3.40 | 330 3.60 
Sin e dollar 2.0295 2.026 b. oos a: 
z rie en 740.00 | 790.30 | New Zealand 16.50 16.11 | 16.35 17.15 17.05 
Sri Lanka rupee eem | 28.93 . | Philippines 18.5625 15675 | 1150 | 1025 10.25 
Switzerland franc i 336 ae oe 
Taiwan NT dollar 28.88 {| 28.55 Singapore 6.29 n.a. | 2875 | 300 3.25 
Thailand baht 24.85 25.24 thK | 11.50 13.40 ii Ku v^ -— 
West Germany mark 1.6325 1.637 | a 
- - ^| Taiwan | 8.75 5.01 3.00 3.65 3.80 
EE | Mig prostate L] Thailand 11.50 4,50 7.00 075 | = 
Bangladesh 31.60 | [Us 8.75 713 — | 7.0625 73125 | 751563 
prune . | 353 US$ -- Rmb 3.722 B EUROCURRENCY AND ASIAN CURRENCY UNIT DEPOSIT RATES} | 
Macau 09 | so | HKs=Rmbosra | [Tt month | 3monthe | 6 monthe | 1a month 
Nepal rupee 22.00 19.50 Soviet Union Eme : — | | 
Papua N. G. kina 0.875 0.909 US$=Roubie 0.5859 | USS | Mid 7.25 TAS oodd 


i H £ Sterling 























Other: SDR1--US$1.38233, ECU1=US$1.252, Laos i 8.625 9.0625 925 9.625 
S$1—M$1.249, £1 -HK$14.155, US$= New Kip 350.00 Yen | 8.0625 4.25 4.25 4.3125 
3 months forward: Japan ¥ 127.40, i 
Hongkong HK$7.667, Singapore $$2.007, Vietnam ' ] Swiss Fr, 1.8125 2.4375 2.0625 3.1875 
TMiddie rate "Selling rate Hos Dong 900 09 Dm 3.25 3.375 3.50 3.6875 

d Source: Telerate for spot and forward rates from Asian money markets, Republic Na- < $ A$ 40.125 40.25 o 1150 14.00 

2 tional Bank of New York for banknote selling rates on the Hongkong market p PON " uS NUN | ; 

and Deak international Ltd for official rates, *long term l'offeredrate — Source: Telerate, Vickers da Costa & Co. . 


** short term 
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Last sale to 11 Jan. Average of t presentati high-grade issues 
Previous 3months Year i ^| tatest |? month | 3 months 
week ago ago | a ago ago 
Gold UTC rae (3) MN 50 pu 46200 | USS: | 
d ` Domestic 3-5 yearst 8.27 8.54 9.42 
Copper New York (4) | 7-10 years? 8.93 8.93 9.89 
uen eT (Jan.) s Mere 146.00 86.00 internationali — 3-5yearst | 8.50 | 862 9.55 
. delivery 118. AA oa T adi 3 
Alu IR TUE " i | - 7-10 years! | 9.3 | 9.44 | 10.10 
Current delivery (Jan.) | | 1,105.00 1,110.00 1,195.00 en: | Š 
Feb. delivery 1,024.00 Domestic 3yearst | 3882| 401| 513 
Tin. KualaLumpur {2} 17.29 17.05 17.15 tOyears | 491. | 5376 | 6315 
Cotton Nou vok i) international — 3-5years! | — 4419 | — 4.36 5.63 
Current delivery (Mar.) p 65.70 66.76 71.95 | 7-19 years? | 4.87 | 5.19 6.25 
May delivery 66.55 Dm: * | 
Rubber KualaLumpur (9) Domestic 3-5years | 5455 | - nao 
Current delivery (Feb.) 281.50 275.00 268.50 10 years" — 6.375 | na. 
Apr. delivery 282.50 | international — 3-5years! | 5.24 | 544 u 
Paim Oil KualaLumpur (5) 7-10years! | 649 | 635 | 
Current delivery (Jan.) 1,178.00 1,109.00 767.00 A$: | 
Feb. delivery 1,180.00 Domestic 3years? | 11.40 11.70 
Sugar New York (4j | iOyearst | 1292 |. 13.01 | 
Pale: delivery (Mar.) | 24 9.46 | 6.98 international 3-5yearst | 12.33 «| 12.36 ; 
ay delivery * 7-1Oyearst | 13.27 | 13.45 95 i 
Pepper Singapore — (10) C$: | ndis j 
Sarawak Asta bik 100% 935.00 940.00 1,077.50 1,130.00 e ox EE MMC : 
. Domestic S years * | 278 | — 9.94 0.65 | 
Wheat Mago e | | iOyears* | 10.01 | 10.21 | 
Current delivery (Mar.) | 328.60 310.60 | 303.00 278.25 ns yi drin TT di s "s I 
May delivery 328.00 International 3-Syears!. z 9.92 | 10.31 DU | 
Maize Chiceds e rates 10.14 | 10.54 | 14,21 
Current delivery (Mar.) 192.40 184.60 183.20 160.00 £: | | E 
| May delivery 198.00 Domestic 3 years t | n.a. | n.a. | 9.363 
Rice | Bangkok (8) Jyearst | na | na | 13.91 | 
5% white fob 275.00 270.00 280.00 195.00 international 3-S yearst 973 | 926 | 1044 
Soyabeans Chicago (6) | 7-Yüyears! | 1023 | 995 | 10.62 
Current delivery (Jan.) 623.40 607.00 540.20 496.00 NZS: i 
Mar. delivery 632.00 Domestic  3-Syearst | 16.075 | 15.90 | 17.30 
Cocoa London (1) T-Y0years! | 1445 | 1440: | 15.65^ 
Current delivery (Mar.) 1,136.00 1,067.00 1,183.00 1,373.00 international 3years* | 17.36 | 17.148 | 17.148. 
May delivery 1,155.00 7-10years! | 1437 | 14413 | 15.60 
d à PHI oisi 1,175.00 1,373.00 1,605.00 SFr: | | qe 
Current delivery (Jan.) ,196. ,175. 373, 5905. : | is el RUE 
Mar. delivery 1,225.00 FSyearst | 443 | 499 | 507 
Petroleum Tokyo (11) 7-10 years: | | 4.77 5.30 5.28 
Sumatran light | 17.30 16.80 18.15 17.56 ECU: | pov | 
Brent London (11) 16.85 18.80 18.65 18.35 S-Syearst | 746 | 721 8.34 
(f)£atone  (2M$akg (3US$anoz (4UScalb (5M$atonne (6) USt a 60 ib bushel ae i : 
(7) USc a 56 Ib bushel 
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EFFECTIVE EXCHANGE RATES 


Weighted for 1985 trade with the countries shown plus the US and Canada and 14 European countries. Figures are for the week ended 9 Jan. 
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ECONOMIC INDICATORS — SELECTED ASIAN COUNTRIES 
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Economic Growth % (real) (1) 
1987 
1988 


International Reserves (5) 
Latest 


1984 1985 1986 1987 1988 
(end year) 
























4.7 3 3.7 
1.5 






7-7.5 



























US$13.14b 
(July) 
US$11.48b 


US$5.96b 
(July) 
US$5.98b 




















Year earlier 
Trade Balance (total merchandise) 































































































































Latest 3 months —US$0.37b —US$1.24b +US$1.47b(9) +US$19.40b(6) 
(June-Aug.) (June-Aug.) pr eres 
Previous 3 months —US$1.27b +US$0.81b +U .00b 
Year earlier —US$2.70b +US$0.74b +US$24.23b 
Exports (7) 
Latest 3 months US$9.93b US$13.37b US$4.61b(9) 
% change previous 3 months +11.2 +3.3 +21.5 
% change year earlier +22.2 +30.5 +36.9 
Imports (8) 
Latest 3 months US$10.3b US$13.05b US$3.14b(9) 
% change previous 3 months ji : +5.1 
% change year earlier +19.4 
Consumer Prices 
Base July 80-June 81 Apr. 77-Mar. 78=100 
Latest 3 months index average 170.0 294.86 
(July-Sept.) 
% change previous 3 months +1.7 
% change year earlier +8.3 
Money Supply (3) 
Latest A$121.27b(10) HK$287.26b 
(Oct.) (Nov.) 
% change previous month +1.7 —0.03 
% change year earlier +14.9 


















































Economic Growth % (real) (1) 
1987 8.6 
1988 3-5 
international Reserves (5) 
Latest US$7.47b US$0.94b US$13.72b US$3.60b 
(Sept.) (Oct.) (July) (Oct.) 
Year earlier US$5.08b US$1.27b US$12.75b US$3.82b 
















Trade Balance (total merchandise) 




































































































































Latest 3 months +US$0.59b(4) —US$0.31b —US$0.73b +US$1.91b(6) 
(Aug.-Oct.) (Aug.-Oct.) (Aug.-Oct.) (Aug.-Oct.) 

Previous 3 months .43b —US$0.21b —US$1.10b - US$1.54b 

Year earlier , +US$0.04b —US$0.87b +US$1.73b 
Exports (7) 

Latest 3 months US$1.52b US$7.83b US$12.34b(6) US$14.58b 

% change previous 3 months +4.8 +12.9 +0.6 +1.4 

% change year earlier +17.8 +36.1 +31.2 +34.0 
Imports (8) 

Latest 3 months US$1.83b US$8.56b US$10.43b(6) US$9.49b 

% change previous 3 months +10.2 +6.6 —2.7 +6.0 

% change year earlier +46.4 +29.2 +36.0 +45.0 
Consumer Prices 

Base 1978=100 1981=100 













June 82-May 83=100 
103.1 




























Latest 3 months index average 378.8 .16 
(Oct.-Dec.) (July-Sept.) 
% change previous 3 months +1.4 +0.6 
% change year earlier +6.9 +1.1 
Money Supply (3) 
Latest P139.5b 
(Oct.) 
% change previous month . 


% change year earlier 






(1) Official and other estimates of GDP (GNP in Japan) (2) Consumer Price Index A (3) M2 or currency plus bank deposits (4) Peninsular Malaysia only 
(5) IMF definition of reserves minus gold except for Singapore (6) Customs basis (7) fob (8) cif (9) Excluding petroleum products (10) M3 Source: Official statistics. 
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A technical buying boost 


MOST markets in Asia chalked up gains for the period to 11 Jan. Thailand and Japan led gainers, thougl 
sentiment had become nervous by the end of the period in the wake of a weak Wall Street. 


BANGKOK: Widespread high-volume 
profit-taking on the final day of the 
period diminished the Pen i strong 
gains, with a one-day 6% drop in the 
SET index. Volume averaged 8.9m 
Shares a day, worth Baht 871m 
(US$34.8m). National Finance and 
Securities led gainers with a Baht 68 
rise to Baht 288, followed by Siam City 
Cement, up Baht 256 to Baht 1,252. 


TOKYO: The market ^ advanced 
strongly early in the period as the US- 
dollar exchange rate stabilised, and in 
response to the easing of regulations 
for the operation of special trust funds. 
But the market fell on the last trading 
day, reflecting heavy losses on Wall 
Street. Volume averaged 752.6m 
shares a day. Hitachi rose from ¥1,150 
(US$9.2) to ¥1,250. 


HONGKONG: Stocks recovered from 
the previous period’s blues, helped by 
a brief recovery of the US dollar on 
world markets, and an oversupply of 
local currency. However, a slump on 
Wall Street dampened sentiment on 
the last day. Hongkong Land closed at 
HK$7.35 (94 US cents), down 50 HK 
cents. Turnover was 2.5b shares, worth 
HK$5.8b. 


TAIPEI: Prices posted moderate gains 
as most large investors waited on the 
sidelines for the market fully to digest 
the recent crisis of a high-profile stock 
speculators’s default. Buying interest 
focused mainly on domestic-oriented 
issues, like cement. Taiwan Cement 
rose NT$9 (32 US cents) to NT$58. 
Average turnover for the period was 
NT$8.4b. 


SINGAPORE: Stocks responded sharp- 
ly to late gains on Wall Street and 
local institutions entered the market in 
force. But profit-taking accelerated 
into widespread selling after the 
weekend. C. K. Tang lost most of its 

ains and finished only 5 S cents (2.5 

S cents) up on the period at S$3.00. 
Volume averaged 47.3m shares a day, 
valued at $$79.5m. 


KUALA LUMPUR: Prices rallied sharp- 
ly as investors sought scarce planta- 
tion and blue-chip stocks. Interest 
switched mid-period to lower liners be- 
fore profit-taking set in and prices fell 
back sharply after the weekend. Heav- 
ily traded MUI gained 25 M cents (10 
US cents) to close the period at M$2. 
Volume averaged 23.9m shares a day, 
worth M$39.2m. 
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AUSTRALIA: The market continued 
to trade nervously in response to un- 
certainty over Wall Street’s short-term 
direction, with institutional investors 
engaging in selective buying at lower 
levels. One of the best performers was 
Ron Brierley’s Industrial Equity which 
jumped 20 A cents (14 US cents) to 
A$1.62 for the period. Volume for the 
period was 406m shares, worth A$572m. 


NEW ZEALAND: The market held firm 
in light holiday trading. Brokers re- 
ported the wary return of some invest- 
ors. Eight investment companies have 
been suspended from trading by the 
stock exchange, which also announced 
proposals for extensive rule changes. 
Brierley was up 3 NZ cents (2 US 
cents) to NZ$1.98. Volume for the 
period was 20.3m, worth NZ$22.95m. 


MANILA: The market cut short a 
steady advance since the start of the 
year in reaction to Wall Street’s slump. 
Copper-miner Atlas was the mining 
board’s sole gainer, closing at 232 
(US$1.5) for a 19% increase. Oils were 
also mostly higher while commercial- 
industrials ended with small net gains. 
Average turnover was P128.17m a 
day, down 22.5%, on 1.16b shares. 


BOMBAY: Sharply rising prices de- 
clined in the final trading session, when 
sentiment was hit by the government 
announcement of an increase in the ad- 
ministered price of petrol. Earlier in 
the period, the market was buoyant in 
expectation of a further easing of for- 
ward trading bans. Cash scrips stole the 
limelight with Genelec scoring a 68% 
rise to Rs 82.50 (US$5.5). 


SEOUL: Prices continued to firm as 
post-election euphoria continued anda 
record number of countries accepted 
invitations to the Olympic Games in 
the capital later this year. Construction 
stocks led the market with Samsung 
Construction gaining 22%. Textiles 
and Electronics were weak on poor ex- 
port prospects. Volume averaged 
13.8m shares a day. 


NEW YORK: Blue chips recovered 


after plunging sharply on 8 Jan., raising 
the spectre of another crash. However, 
brokers believed the upturn on the 
last day was only a technical reaction. 
The release of a worse-than-ever 
November trade deficit did little to 
bolster sentiment. The Morgan Stanley 
Capital International index closed 
lower at 404.3 on 8 Jan. 
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THE MARTELL OF XOS. 








Situated on the Kowloon side overlooking Causeway Bay, 
the new Hotel Nikko is just a 10-minute drive from Kai Tak Airport 
And commands a fascinating view of both 
the breathtaking harbor and spellbinding Hong Kong. 
Facilities at this deluxe 461-room hotel include a business center, 
rooftop pool, French and Chinese cuisine, 
scenic sky lounge, sauna and fitness center. 
Together with the hotel’s tranquil ambience and hospitable service, 
these facilities and amenities combine to make 
the international businessman’s stay a productive 
and memorable one. 


E 
hotel nikko hongkong 


72 Mody Road, Tsimshatsui East, Kowloon, Hong Kong 
Telephone: 3-7391111 Telex:31302 NIKHO HX 
Cable Address: NIKHOTEL Fax: 852-3-7212526 





ss nikko hotels international 


For reservations, call your travel agent, the nearest Japan Air Lines office 
or Nikko Hotels International. 
Hong Kong 5-234318, Tokyo (03) 281-4321 
Toll free U.S. and Canada 1-800-NIKKO-US (645-5687) 


You Could 
Gather 
It Yourself 


The Recognized Authority 

Now in its 24th year the CHINA TRADE 
REPORT which is published monthly by 
the Far Eastern Economic Review has 
long been recognized by leading busi- 
ness executives throughout the world as 
the most authoritative newsletter of its 
kind. 


CHINA TRADE REPORT 

Provides A Broad Range 

Of Information 

Covering subjects which range from 
foreign investment to fashion, electronics, 
telecommunication, engineering, contract 
negotiations and to literally dozens of 
others the CHINA TRADE REPORT i 
essential reading for anyone doing, or 
wishing to do, business with China. 


You Could Gather It Yourself 

You probably could get the same informa- 
tion on your own but in order to locate 
what is contained in each and every 16 
foolscap page issue of CHINA TRADE 
REPORT you'd have to read hundreds of 
publications, not to mention have your 
own network of people reporting from all 
the important zones in China. 

















Why not subscribe now and discover 
for yourself how the CHINA TRADE 
REPORT can help eliminate the mystery 
and much of the risk in doing business 
with China. 


Small Investment... 

Handsome Dividends 

Start benefiting immediately from the 
information-packed CHINA TRADE 
REPORT by subscribing now. A small 
investment today may pay handsome 
dividends later in saved time, energy and 
money. 


Post this coupon today! 


Circulation Manager, 

Review Publishing Company Limited, 

G. P. O. Box 160, 
| Hong Kong 

Please enter my one year subscription 

(12 issues) for the CHINA TRADE REPORT. 
| | enclose a cheque/money order of 

made out to the Review Publishing 
| Company Limited. Or, please charge my 

credit card (tick one): 


| American Express O Diners Club O 


MasterCard J Visa O 
| (Please print in block letters) 


| Card No: 
Exp. Date: 








Signature: 
Name: 
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Property from Hong Kong 


Hampton & Sons, ihe leading UK Estate Agents can assist you to buy, sell, let, 
manage and arrange finance for your UK house or flat. 


Call Philip Jackson on 5-8104838 or telex 61851 FPDHK HX 
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l PRRI i Prrd floor Two Exc hange Square. Hong Kong 
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"PERSONAL 


nmin nnn tener narra 


Need something from or in 
AUSTRALIA? 

Put, haven't anyone there to assist 
. Nell, we are willing to assist you. 
Bn: Do ajob for you 

.  -Represent you (buying, 
gelling etc.) 
~ Make contact, for you, with 
the right people - 
~ Supply you with the fm- 
tormations you require 

So, whatever you: require, be it per- 

sonal or business, then contact us at: 


AUSTRALIAN BUSINESS AND 
‘PERSONAL CONTACTS | 
PO Box 513, Aubum 2144, NSW, 
AUSTRALIA. or ring us on: Tel. 
(Sydney/2) m 












PARTNERS SWA ITED 


For the direct importing. of European i 


and American luxury automobiles. — 
MARTENS ENTERPRISES 
35 Lewis Street 
Newton, MA 02158 USA 
Tefephone-617-969-1179: 
Telex-920120 9 MARTENS ih . 
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INVESTORS WANTED 
FOR 
MARINE PROJECTS 


- Managing Director 
The Tora Marine Group 
P.O. Box 615 
Broadbeach-Queensland-4218 
AUSTRALIA 
(Fax)-075-399045 











———— E 





Readers are recommended 


to make appropriate enquiries and take appropriate advice be- 
. fore sending any money, incurring any expense or entering 
Sinto a binding commitment in relation to an advertisement. The 
“ar Eastern Economic Review shall not be liable to any person 
for loss or damage incurred or suffered as a result of his/her 
accepting or offering to accept an invitation contained in any 
advertisement ppuenee in the Review. 


Hampton & Sons 


6 Arlington Srreet, London SWIA IBE ‘Telex, 25341 
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THE 
| DIPLOMAT HOTEL | 
| 2CHESHAMSTREET 
BELGRAVIA 
LONDON SW1X8DT 
TEL: 01-235 1544 
| TELEX: 941 3498 EXECUT G 


FAX: 259-6153 
Single: £42.50 + VAT 
Double/Twin: £58.50 + VAT 
Ali rooms with private facilities, co- 
our television, direct dial telephone, 
hairdryers, coffee and tea makers. 


i| Substantial breakfast served in 


bedrooms. 
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Loans: Venture Capital, in- 

vestments for your Project, 
Venture. international Finance 
and investments. We will con- 
| sider all types of Business Deals | 
and Ventures. Latin American Fi- 

nanciers invite proposals. Send | 
details of your Project, Venture | 
(typewritten) to: AMIRTIMUR 
PRIVATE OIL AND MINING CO. 
LTD, Athens Tower B, Suite 
506, 115 27 Athens, Greece. 
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OVERSEAS POSITIONS | 


| Hundreds of top paying positions avail- 


able now, Tax-free incomes. Many atrase | 
tive benefits. Opportunities for all occupa- | 
tions, skilled trades, professionals, mar 
agement, technical personnel etc. 


| Freecdotais. | 
Overseas Employment Services, Dept | 
FE, PO Box 460, Town o! Mount Royal, | 
Quebec, Canada H3P 3C7. 

















Western's internatio nal | Management Cours l 
Three Weeks = 

May 15-June 3, 1988. 
London, Ontario, Canada 


Last year, participants from Canada, U.S.A., Brazil, China, 
England, India, Jamaica, Japan, Kenya, Mexico, Nigeria, 
owitzerland, Trinidad and West Germany took part in this 
learning-intensive experience. 


Who attends? | 

We have found that four kinds of executives are particularly 

helped by the course: 

1. Those at head office who have international responsibility 

2. Those managing foreign affiliates abroad and their joint 
venture partners where appropriate 

3. Those being prepared for, or about to leave on, overseas 
assignments 

4. Those in government or private sector organizations 
whose purpose is to support international business 
activity 

Where's the focus? 

The focus is on: opening and developing new foreign 

markets; managing the transfer of technology and money- 

across national boundaries; developing and managing D 

international joint ventures; selecting and training personnel — 

for international assignments; and, handling parent-subsidi idi- 

ary-government relations. 


What's the objective? 








Simply stated, the objective of the course is to help interna- um 
tional managers make better business decisions and imple- 


ment them more effectively. 


Get internationally intensive now. Dr 
Western offers you the benefits of forty years of manage- uu 
ment development experience, a faculty with significant 
international exposure and a deep commitment to case- 
method learning. 
The Cost? 
The course fee is $6,500.00 (Canadian) which includes 
instruction, classroom materials, accommodation, meals, 
and recreation for the three- week term. 
For the Course brochure and application forms, write to: 
| LM.C. Course 

yy «4 Office of Management Programs 

bé School of Business Administration 
The University of Western Ontario 
London, Ontario, Canada N6A 3K7 
Telephone: (519)661-3272 | 
Facsimile: (519)661-3292 E 
Telex: 064-7134 UWO TEL LDN — — = 2 
























ot igh atop a lush hillside on the rural 
northern shore of Hawaii’s major 
island of Oahu, the world’s largest 
operating wind turbine is going through 
six months of intensive testing. The de- 
velopers of the giant MOD-SB wind tur- 
bine, including Boeing Aerospace, the 
National Aeronautics and Space Ad- 
ministration, the US Department of 
Energy and Hawaiian Electric Indus- 
tries, are banking on this latest and 
largest of wind turbines to set new 
standards in wind energy conversion in 
a search for a cost-effective alternative 
to conventional fossil fuel energy. 

Built at a cost of US$58 million — 
US$42 million for the design, US$13 
million for construction and US$3 
million for testing — programme 
manager Richard Hacker of Boe- 
ing says the MOD-SB is superior 
to any wind turbine preceding it in 
technical terms. It is rated at 3,200 
kWh of electrical energy annual- 
ly. With the excellent trade 
winds on its present site, some 30 
miles from Honolulu and its popu- 
lation of nearly 1 million, the 
MOD-S5B has the design potential 
to provide enough energy for 
about 1,400 homes. 

Fossil fuel, nuclear and hydro- 
electric plants are still by far the 
major suppliers of electricity in 
developed nations. Wind “farms,” 
particularly in California, serve 
primarily as a supplement to con- 
ventional systems. All that could 
change very rapidly, however, 
given the volatile situation in the 
Middle East and the lessons learn- 
ed during the 1970s crisis when the 
Opec countries managed to con- 
trive an oil shortage. 

The energy needs of develop- 
ing countries, particularly the 
newly industrialised and booming 
economies of East Asia now heav- 
ily dependent on imported Middle 
East oil, may constitute a fertile 
area for future development of 
wind power. An effective and in- 
expensive construction process is 
probably crucial to the success of any in- 
itiative. 

There was nothing cheap about put- 
ting together the Hawaiian experimen- 
tal giant. The MOD-SB has the world's 
largest blade, 320 ft in diameter with a 
weight of 318,000 Ibs. The blade was far 
too large for any crane in Hawaii to lift, 
so its journey from Seattle, Washing- 
ton, was accompanied by a 350-ton 
crane. 

The earliest windmills were believed 
to have been developed around 
AD1100 in western Asia, where crusad- 
ers and travellers from Europe found 
them well established, though variabil- 
ity and diffuseness of wind prevented 
their wide use. In conception, the 
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windmill has changed little over the cen- 
turies. A rotor of propeller type is sup- 
ported on a tower; a main shaft is 
geared up or down to drive some load, 
and mechanisms are provided to control 
the number of revolutions per minute, 
preventing excessive speeds in high 
winds and to keep the rotor facing the 
wind. 

The significance of the MOD-SB lies 
mainly in its advanced technology. 
It employs a variable-speed electri- 
cal generator for its control system, 
which permits the rotor to turn at 
various speeds over a limited range to 
match changing winds and produce 
more energy through greater efficiency. 


The MOD-5B: technically superior to its predecessors. 





Previous large wind turbines were 
restricted to operation at a fixed rotor 
speed because of the requirements of 
their constant frequency generators. 
Variable-speed operation, in addition 
to increased efficiency, smoothes out 
drive train and rotor tip vibrations and 
reduces fatigue loading because the 
rotor tips do net have to cycle constantly 
in gusting winds. The MOD-SB begins 
operating when wind speeds reach 12 
miles per hour and cuts out at 60 miles 
per hour. It is designed to withstand 
winds of 125 miles per hour and has the 
design potential to generate more than 
10 million kWh annually. 

The specific objective of the project 
is to demonstrate the reliable, cost-ef- 


fective operation of a large wind turbine 
generator. The MOD-SB is a third-gen- 
eration horizontal axis wind turbine that 
has evolved from a succession of feder- 
ally sponsored wind turbine research 
projects which began in 1975, shortly 
after the Opec oil crisis. 

The current glut and relatively low 
price of oil, along with a squeeze on fed- 
eral and state tax credits, have tem- 
porarily halted further development 
of wind farms in the US, accord- 
ing to Daniel Suehiro, manager of 
a Hawaiian Electric 15-turbine 
wind farm adjacent to the s 
experimental MOD-SB. For n 
existing wind turbines act as fuel 
savers for power companies, re- 
ducing the load on the fossil plant 
when the wind blows. And that is 
still a crucial variable in the fu- 
ture expansion of wind power. 
Wind is free, but the equipment 
and technology is complex and ex- 
pensive. 

As any good sailor knows, un- 
predictable gusts, lulls and shifts 
in direction make wind power to 
this day difficult to harness. The 
Hawaiian experimental turbine 
may go a long way towards solving 
some of those age-old problems, 
but Hacker estimated that the 
price of a similar turbine would 
have to drop to a level around 
US$4 million from the US$58 
million price of MOD-SB before 
it could be considered cost effi- 
cient. 

But the current oil glut cang 
be expected to continue inde 
nitely, and the generation of wind- 
power should gain gradually on 
conventional methods, as it has in 
California, and no doubt will be 
examined more closely by de- 
veloping nations with rapid ex- 
pansions of their economies. By 
the end of 1986, there were 15,100 wind 
turbines installed in California, with an 
average capacity of kilowatts equal to 
2% of the state’s total installed capacity. 
That was the result of a three-year deve- 
lopment, which may not sound like 
much but amounts to a power output of 
more than 600 million kWh, enough 
to meet the needs of about 100,000 typi- 
cal customers. 

With a continuing gradual decrease 
in cost and an increase in mechanical re- 
liability — coupled with an inevitable 
tightening of the world oil supply — one 
of the world’s oldest means of produc- 
ing mechanical power may yet become a 
significant alternative energy source. 

— Victor Laniauskas 
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Panafax UF- 150 





The Panafax UF-150 lights the way touch operation that can activate any hour, 


with 70-station auto-dialler "c or ight. You get optimum flexibility — 
ene and savings! 

and 3-key programmability’ Super-Fine resolution mode quadruples 

Isn't it time you discovered the world- standard resolution for small-print docu- 

wide communications potential of our ments, while halftone reproduction captures 

compact UF-150 facsimile machine? It not the subtle gradation of photographs. A veri- 

only transmits sharp, legible documents in fication stamp informs you of successful 

seconds, but offers convenience and reli- transmission. 

ability you'd expect from a much larger The tiny Panafax UF-150. It makes a 

model. Designed to fit in the corner of your giant impact on office communication. 


desk, it can still access up to 70 facsimile 
station numbers with either one-touch dialling 
or two-digit abbreviated dialling. You can 
even preset one document for transmission 
while another is being received! Three 
programme keys with memory capacity let 
you enter numbers and start times for one- 





Panasonic, along with National, is a brandname of Matsushita Electric. 
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125-800 the world's best selling mid-size business jet 146 QT freighter, the world's quietest jetliner. 
and Jetstream 31 regional turboprop with sales now 


JUST SOME OF 
OUR PRODUCTS... 


Airbus A310-300 wide-body jetliner for which 
British Aerospace is a full partner. 
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British Aerospace today designs and 
builds more types of civil and military 
aircraft, missile systems, defence weapons 
and space systems, and has more collab- 
orative agreements with more countries than 
any other company in the world. 


BRITISH AEROSPACE 


The new Advanced Turboprop (ATP) airliner 
now entering service. British Aerospace plc, 11 Strand, London. 


British Aerospace will be showing the way at Asian Aerospace '88, Jan 27th — 3 Ist. 
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Infested waters 


In the article One applicant, two alloca- 
tions [10 Dec. '87], it was stated that 
David Li, chief manager of Bank of East 
Asia, and Ronald Li, former chairman of 
Hongkong's stock exchange, were involv- 
ed in multiple applications for new share 
issues. If prominent persons are involved 
in such practices, one wonders how the 
man-in-the-street fares in his applica- 
tions. Indeed, Hongkong is not just a 
capitalist jungle but a wild ocean in 
which there are some big sharks and 
numerous tiny fishes! To keep its status 
as a financial centre of the Far East, 
Hongkong needs to be a better place 
than a wild ocean. I hope all the promi- 
nent bankers and leaders of other 


——— e i 
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equally prominent insitutions would 
agree with me. 
Singapore Mureen Low 


Security threats 


In the article Removing the hardcore [7 
Jan.] your correspondent quoted Param 
Cumaraswamy as saying: “A solemn 
promise given in parliament in 1960 by 
then deputy prime minister Tun Abdul 
Razak, that this law [the Internal Sec- 
urity Act] will never be used to stifle 

olitical dissent in the country, has been 

reached.” Cumaraswamy was also 
se as saying that, “I can’t help won- 

ering how our government can con- 
tinue calling itself a parliamentary 
democracy.” 

In another paragraph your corres- 
pondent reported that Parti Islam (Pas) 
took the news almost calmly and quoted 
Pas central committee member Subky 
Latiff as saying: “We are accustomed to 
arrest under the ISA and expected it.” 
Your correspondent said that a number 
of the party’s present detainees are vet- 
| erans of the ISA. 

The report also stated that Lim Kit 
Siang’s arrest is his second bout with the 
ISA, having been detained the first time 
in May 1969. Further in the report your 
correspondent mentioned that the 
ISA had been used on student dem- 
| onstrators, journalists and politicians, 
apparently by governments previous to 
the present one. 

All these go to show that the ISA was 
intended for national security irrespec- 
tive of whether the threat is from com- 
munists or non-communists. Accord- 
ingly the governments, under Tunku 
Abdul Rahman, the late Tun Abdul 
Razak, and Datuk (now Tun) Hussein 
Onn had all used the ISA against any- 
one whom they considered as a threat to 
the security of the country. Newspapers 
too have been banned in the past for the 
same reasons. 

Datuk Seri Mahathir Mohamad is 
not the only prime minister to use the 
ISA. Indeed, Mahathir has used it more 
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ters. When Mahathir 
prime minister in Jul 
470 detainees under 


149 of the constitutior 
of dealing with threat: 
and national security which in 
cludes any action which ptom 
feeling and hostility betwee 
likely to lead to violence. Article 
makes no reference to spe 
ideologies and is clearly not limited to- 
communists only. The government's ac- 
tion under the ISA is, therefore, in ac- 
cordance with the law and consistent | 
with the constitution. UE 
Why then is the limited usage of the > 

ISA by the present government consi- 
dered to be so unusual and contrary to 
the words of the late Razak as to be un- 
democratic and unparliamentary? Why | 
is there this suggestion that the ISA was 
meant only for the communists when 
your own report pointed out that the 
Tunku and Razak had used it against 
students and politicians? E ee 
Jalaludin Bahaudin .| 

Press Secretary to 


Kuala Lumpur the Prime Minister 


Well covered 


Your eloquent COVER STORY, Why 
India's public sector does not work [14 
Jan.], tells it all. 


Hongkong D. K. Patel 


Welcome absence 


As I reached for my copy of the REVIEW 
[7 Jan.] and absent mindedly turned to. | .- 
the LETTERS pages I found myself | .. 
dumbfounded by the absence of even 
one letter to, from or about Singapore, 
the Winnipeg of the Orient, the most 
boring place on earth. 
Tokyo 


‘Independent’ state 


I'm not a regular reader of your journal, 
but having read the COVER STORY on 
Mongolia [10 Dec. '87] I could not resist 
writing to you. Now I'm not in the posi- 
tion to evaluate how much Alan San- 
ders' article is close to the reality. My 
personal feeling as one of the very few 
Mongolians living permanently abroad 
is that Sanders knows well the situation 
in my country. My congratulations. 

till hàye.relativesan:? blia and 


Dale Bay 
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Meanwhile, on Club World, we're. US 

fighting long haul fatigue with CUR 

a battery of new products and services 
designed to help you arrive refreshed. 





We've introduced ue 
‘Slumber Seats; ergonomically designed- C 
to relax and support your entire : 
. body so you can stetch out over the 
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activities: construction work as well as exploitation of our. 

mines and facilities. Cogema and its partners are ready BS 
to share their specific. experience with you, if you choose EC m 
to commit yourself to the nuclear industry. From uranium | | 

exploration and plant operating to the final. stages of the 

nuelear fuel cycle, ask Cogema. We've got a lot to tell you. 








“COL E MA 


The nuclear fuel company 
2 rue Paul Dautier. BP n^ 4, 78141. Vélizy-Villacoublay. Cedex France. 
Tel. 33 00 39 4696 41. Telex Cogem 697 833 F. | 
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THE LABEL OF ACHIEVEMENT 
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from their rare self-censored letters I 


could say that the recent changes fol- 
lowing Soviet initiatives are happening 
in the same style as in Moscow: a lot of 
talk with few things done. 

. TP could add one popular Mongolian 
joke in relation to Mongolia’s depen- 
dence on its neighbour countries: to the 
T “which country is the most in- 
dependent in the world?" Mongolians 
usually reply: "Mongolia! Nothing de- 
pends on Mongolia." 

Ohayama, Japan 'A Mongolian in Exile' 


Peace is our goal 


Any of the members of the executive 
board of Damavan could have been in- 
terviewed before James Clad [The Left's 
international lobby, 17 Dec. '87] wrote 
his misleading article about Damayan 
being friendly to the National Democra- 
tic Front. 

. Damayan is a Filipino organisation 
officially registered with the chamber of 
commerce in Amsterdam. Our ac- 
tivities in the Netherlands are limited 
to coordinating Filipino organisa- 
tions to propagate our beautiful cul- 
ture, Christian values, country and 
people. 

_ We are also involved in giving advice 
and assistance to Filipinos who meet 
problems in the Netherlands. We also 
give high-school scholarships to deserv- 
ing tribal children in Mindanao and 
supplementary assistance directly to the 
less’ fortunate tribal groups and the 
barely surviving farmers. 

Damayan stands for peace and we 
promote peaceful coexistence and 
cooperation among people and peoples. 
Mars Gasataya 

President 





Amsterdam 


No obligation 


Richard Reoch [LETTERS, 14 T 
claims that Amnesty International (AI 
"believe the proper way to conduct dis- 
cussions is through direct contact be- 
tween those concerned." Why then did 
Al issue press statements condemning 
the arrests of the Marxist conspirators 
before sending its “fact-finding mission 
to Singapore,” requesting contact with 
Singapore officials, and publishing its 
report which not surprisingly confirmed 
its preconceived conclusions? 

. The government is under no obliga- 
‘tion to render account to AI on its re- 
port. As AI takes upon itself to con- 
demn first and then purport to seek as- 
'certainment of the facts, we cannot give 
its views serious consideration. 

- Wrongful use of force by Internal 
Security Department officers would be 
a criminal offence. The government in- 
vites anyone who believes that de- 
tainees have been tortured to file a 
police report so that the issue can be set- 
d by the courts. Chin Fook Leong 







Minister for Home Affairs 


a 28 JANUARY 1988 


Press Secretary to the 


@ The REVIEW asked AI if it would like 
to reply. AI declined, saying it was its 
policy not to conduct discussions with 
governments through LETTERS columns. 





Damaging move 


The Singapore decision is very damag- 
ing for an investment area! 
Brussels W- A. B. Miailhe 


Persuasive party 


‘Wolfman’ [LETTERS, 10 Dec. '87] has 
taken a straightforward remark by Lee 
Hsien Loong and spun around it a web 
of misinterpretation. 

The whole objective of politics is to 
work to achieve what one believes in, 
and to do so by persuading others of 
your beliefs. A successful political party 
incorporates, shapes and represents the 
mainstream of political opinion in the 
| country. The People's Action Party 
| (PAP) makes no apology for aiming to 

be a national movement. It seeks com- 
| mon cause with people who share its 
fundamental beliefs even though they 
may disagree with some of its specific 
policies, and makes them partners in na- 
tion building. It does not drive them 
away and force them to become adver- 


:NMMREEMRK"--——ÓMM— M —————— ——H——Í manaia anayasaya aa sam miasan 





The Singapore case 


A full-page advertisement, featuring 
the text of a letter from James Fu Chiao 
| Sian, press secretary to Lee Kuan Yew, 
prime minister of Singapore, appears on 
page 39. The REVIEW originally refused 
to publish the full text of this on the 
grounds that Lee had begun libel suits 
| against the REVIEW, that the letter re- 
| raised issues involved in these suits, that 
| Lee himself had thus rendered them a 
matter for thé courts of Singapore to de- 
| cide and that therefore it would be inap- 
| propriate to continue the dispute in our 
| LETTERS TO THE EDITOR column. 

We still believe this to be so. How- 
ever, we agreed to accept the letter as a 
paid advertisement because the Singa- 
pore authorities have caused the text to 
be widely published in Singapore. We 
do not propose to answer the questions 
| Fu asks in the advertisement at this 
time; they will be answered in court. 

In order not to benefit financially 
from an editorial decision not to publish 
the original letter, the REVIEW's man- 
aging director, Charles Stolbach, has 
; decided that the fee for this advertise- 
; ment, when it has been paid, should be 
; donated to charity. We feel it would be 
most appropriate that the charity should 
be Singaporean and we have in mind the 
National Kidney Foundation. If any 
Singaporean reader should read this 
(te REVIEW does not circulate in 
Singapore these days) and has a better 
charity to suggest, we would welcome 
all suggestions. 


NN —cÓ—Ó (Ed 
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| on the REVIEW. The witch-h 
| on, The next day I heard about 
| ing of the Christian Conference © 
| office in Singapore. You are by no 


| staff, due to the (almost) weekly con- 






































































saries in politics. The weakness of the - 
opposition parties in Singapore is a di- - 
rect result of the success of thisstrategy. — 
As for "erroneously equating the | 
PAP with Singapore," and understand- 
ing “that the democratic nation always - 
has to be the raison d' être of a party," - 
the PAP constitution states that one of — 
the party's fundamental objectives is 
"to safeguard the freedom, and advance 
the well-being, of Singaporeans through 
representative and democratic govern- 
ment.” No clearer statement is neces- 


sary or possible. Lau Ping Sum 
Singapore People’s Action Party 
Fear of the truth 





To my utmost dismay I learned about 
the Singapore Government's restriction 


4 after The Asian Wall Street Journal. 
Time and Asiaweek, which means that. 
step by step Singaporeans are getting - 
restricted to magazines dealing with | 
beauty, bodybuilding and. wrestling. |. 
comics and other publications not | 
touching the over-sensitive Lee Kuan 
Yew and “them.” | | 

In the case of the AWSJ and Time, | 
the reason given was that they had pub- 
lished incomplete versions of Singapore 
Government letters. The REVIEW hasin 
the past given ample space to the 
numerous letters of government 
spokesmen. As a matter of fact, some of 
your readers were inclined to presume 
that Messrs Chin and Fu had become 
honorary members of your editorial 


tributions of their lengthy letters. 

The reasons for all those restrictions 
and the persecution of the free press by 
the Singapore Government are really 
very simple. "Growing fear of the 
truth,” the German  Sueddeutsche 
Zeitung (liberal-conservative orienta- 
tion) called itin an article on 13 October 
1986. The Frankfurter Allgemeine (con- 
servative orientation). spoke of the 
megalomaniac belief of Lee that he 
rules with a *divine mandate" in an arti- 
cle about the dismantling of democracy 
in Singapore on 13 September 1986. 

Your decision to cease all distribu- 
tion of the REVIEW in Singapore and to 
stand firm against the outrageous and 
ridiculous demands of Lee shows a high 
degree of character, style and responsi- 
bility. | 

It is obvious the Singapore Govern- 
ment has placed itself outside the circle 
of democratic countries in the world, 
due to its numerous repressive acts in 
the past. I would suggest that news- 
papers and magazines of repute now ig- 
nore the Lee paradise entirely and leave 
the *economical and technological cen- 
tre" to itself. The government will soon 
feel the pinch of its totalitarian policies. 
Malacca, Malaysia ‘Democrat’ 








Asia is home to more than half of mankind. Every day, 
events are happening here that not only shape the re- 
gion's future but affect the entire world. The Asia 1988 
Yearbook does more than cover these events — it com- 
piles, analyses and interprets them. No businessman 
can afford to ignore them. Nor can any professional or 
scholar or anyone who has dealings with Asia. Decide 
for yourself whether any other single medium puts the 
economic, social and political realities of Asia at your 
fingertips as does the Asia Yearbook. 


Now In Its 29th Edition 

The Asia 1988 Yearbook, now in its 29th year, is bigger 
and more comprehensive than ever before. Matching 
the rapid pace of Asian development, it goes into great- 
er detail, with greater insight — a book which everyone 
who needs to know about Asia must have on the book- 
shelf. 


Features 

The Asia 1988 Yearbook offers completely revised 
chapters — covering another historic year in Asia, and 
analysing US involvement in the region and you will also 
find familiar chapters and features as well: a portrait of 
The Entire Region, The Power Game, Population & 
Food, Development Banks, Asian Finance, Asian In- 
vestment, Commodities, Energy, Aviation, Shipping, 
Fishing, Trade & Aid, the Pacific, Asian & Pacific Or- 
ganisations, a round-up of the year's news stories, and 
much more. 


As in the past, the Asia 1988 Yearbook has an abun- 
dance of charts, tables and graphics to illustrate the 
material, including a full military profile of each regional 
|. country. 


The main body of the book contains chapters on 31 
countries, ranging from Afghanistan to Japan, from 
China to New Zealand. 


Country-by-Country Analysis 

Each country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure, complete with a map and lists of 
leading public officials. The Asia 1988 Yearbook gives 
you localised, first-hand information on everything from 
. market potential and population trends to foreign aid in- 
En volvement and social and cultural landmarks. Each 
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country chapter has a Databox giving essential vital 
statistics. And there is also a statistical round-up com- 
piled against a master questionnaire provided by Year- 
book experts. 


How We Did It 

Published by the Far Eastern Economic Review, the 
Asia 1988 Yearbook is the result of thousands of man- 
hours of work during the year. Every week, the Review’s 
correspondents file on-the-spot reports from every 
major Asian capital and every area of interest through- 
out the region. This leading team of writers, analysts, 

experts and research staff contribute (as they have reg- 
ularly for 29 years) to keep the Asia 1988 Yearbook on 
top of events. To give you Asia minus the mystery, 
minus the myth. To give you Asia as only the Far East- 
ern Economic Review can. 


Soft Cover: HK$215/US$27.50/£17.75/S$58.50/M$70.50 
Hard Cover: HK$235/US$29.95/£20/S$63/M$77 

For airmail delivery, please add: - 
HK$55/US$7/£4.50/S$15.5/M$18.5 per copy. 
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To: Publications Division, 
Review Publishing Company Ltd. 
G.P.O.Box 160, 
Hongkong 


| FarKastern Economic 





Please rush me copy/copies of the Asia 1988 Yearbook as 
indicated. | enclose a cheque/postal order for 
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age of sweeping political reforms was under discussion, 
and gradual implementation, as was the bold initiative of 
relaxing controls on travel to the Chinese mainland. And 
Chiang had been the driving force behind both policies. 
The REviEW's Taipei bureau chief Shim Jae Hoon reports 
that though it had been expected, Chiang's death is having 
a major impact, introducing a new uncertainty to Taiwan 
politics. Correspondent Carl Goldstein examines Chiang 
the man and his legacy, and looks into the future, immediate 


and distant. Peking correspondent Robert Delfs joins Goldstein to speculate 


on the future of China-Taiwan contacts. 
Cover illustration by Yuen Tai-yung. 


Page 18. 





Page 14 

Euphoria over Moscow's and Pe- 
king's decisions to send teams to the 
Seoul Olympics is dampened by 
South Korea's announcement that 
Pyongyang was responsible for the 
sabotage of a Korean Air aircraft. 


Page 16 

Rumours of the impending closure 
of the Chinese Communist Party's 
theoretical journal Red Flag indicate 
that party leader Zhao Ziyang is shak- 
ing up the propaganda department. 


Page 17 

Government-backed candidates 
have the edge in early returns from 
local elections in the Philippines fol- 
lowing a campaign marked by vio- 
lence. 





RODNEY TASKER 


Page 31 
Lao and Thai troops battle over dis- 
puted territory arising from varying 
readings of a 1907 Franco-Siam map 
which demarcates their respective 
borders. 


Page 32 
South Korean President Chun con- 
firms new key military appointments 


prior to handing over power to his | 


successor. 


Page 34 

Malaysia’s senior judge speaks up on 
the issue of the independence of the 
judiciary, while the Supreme Court 
rules in the government’s favour over 
a major highway contract. 


Page 54 

World stockmarkets continue to 
move erratically in the wake of last 
October’s crash, offering little scope 
for optimism and increasing invest- 
ment risks. WHERE TO PUT YOUR MONEY 
looks at the prospects for warrants, 
gold-linked securities and trusts. 


Page 60 

South Korea’s unions, emboldened 
by last year’s widespread strikes, may 
use the spring wage offensive to con- 


solidate their strength and test the re- | 


solve of the new government. 


Page 61 

Prospects seem bright for Malaysia’ S 
plantation sector, with rubber prices 
expected to rise further, despite ex- 
tensive buffer-stock sales, though 
palm-oil prices may have peaked. 


Page 62 

The Philippines is importing sugar, 
not long ago a major export, to make 
up for a production shortfall caused 
by poor weather and a refusal by far- 
mers to plant cane in protest at land- 
reform plans. 


Page 70 

A science park, offering grants and 
tax exemptions, succeeds in shifting 
Taiwan's labour-intensive industry 
into hi-tech ventures. 


Page 74 

Thailand becomes the first Southeast 
Asian nation to break into the North 
American car market with the export 
of 420 locally assembled Mitsubishi 
Lancers to Canada. 


Page 78 

Tokyo is to set up a full financial-fu- 
tures market, but stock and currency 
futures trading will be kept separate in 
a bid to overcome differences be- 
tween banks and securities houses. 
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he death of President Chiang Ching-kuo on 13 January 
came at a critical juncture in Taiwan’s history. A pack- 
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VISA REFUSAL 
.| Last-minute refusal of visas for the 
| Port Moresby—based correspondents 
of Australian Associated Press 
| (AAP) and the Australian 
_| Broadcasting Commission (ABC) to 
| accompany Papua New Guinea (PNG) 
| Prime Minister Paias Wingti on his 
[| visit to Indonesia this month have 
'ı tempered Australian hopes that the 
| rift between Jakarta and the 
Australian press will be bridged soon. 
| Indonesian officials have been 

hinting strongly to the ABC and AAP 

| that they will soon be allowed to 
| station correspondents in Jakarta 
again, most probably after President 
Suharto’s re-election in March. Both 
have been excluded, the ABC since 
1979 and AAP since 1986, in 
retaliation for Australian media 
reporting of Indonesian events. The 
refusal may indicate a grievance that 
surfaced during PNG’s current 
inquiry into forestry scandals that 
Australians in PNG are influencing 
local people against Indonesia. 


| TRIMMED EXERCISE 

e A joint military exercise involving all 
the services in the Indonesian armed 
forces (Abri) is to take place around 
Banyuwangi on the East Java coast in 
early February. Involving 20,000 
troops, the exercise is the culmination 
of strategic reassessement within the 
armed forces during the past four 
years and is designed to test Abri's 
conventional warfare abilities. The 
scale of the field exercise — Abri's 
first since 1983 — was originally 





BANGLADESH 

At least 15 people were injured when 
police opened fire on hundreds of demon- 
strators gathered to greet an opposition 
leader us 


tion rally near Dhaka (78 Jan. ). 
CAMBODIA 


Jan.). More than 20 people were 
injured in clashes with police at an opposi- 


envisaged as much more extensive, 
but it has been reduced because of the 
cost of the security operation in 

| Manila for the Asean summit in 

| December 1987. 
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Western 





a TN diplomats will use 

8 ff the number of 

3 political prisoners 

7 granted amnesty 

. before South 
Korea’s President 
Chun Doo Hwan 


steps down on 25 
February as a 
litmus test of the 
— state of the 
country's politics. About 1,200 
people are in prison on politically 
related charges, and at least 800 are 
expected to be released. Hard-liners 
in intelligence agencies are opposing 
amnesty for 300-400 prisoners whom 
they Uis as unacceptable security 
risks. If prisoners such as Kim Kun 
Tae, whose case has attracted 
widespread attention abroad, are not 
released, it will augur badly for 
president-elect Roh Tae Woo's 
attempt to bring a spirit of 
reconciliation to his term. 


NOINTEREST 


Japan's central bank, the Bank of 
Japan (BoJ), has reacted coolly to a 
promise made by Prime Minister 
Noboru Takeshita during talks with 
President Reagan to lower short-term 
interest rates. The BoJ does not plan 


change of Hongkong Ronald Li was charged 
with an offence under Section Nine of the 
Prevention of Bribery Ordinance (/4 Jan.). 
A three-member delegation led by legisla- 
tive councillor Martin Lee arrived in London 
to lobby British MPs for early direct elec- 


tions in the territory (/8 Jan. ). 


INDIA 


Premier Hun Sen arrived in Paris for 
. truce talks with anti-Vietnamese coalition 
head Prince Norodom Sihanouk. Phnom 
Penh offered to return the remains of some 
80 American MIAs in a signal that Vietnam 
may be moving towards a more cordial 
relationship with the US, it was reported | PAKISTAN 

(18 Jan.). Authorities imposed a curfew on parts of 


Police arrested a prominent leader and 
2,000 activists of the opposition Bharatiya 
Janata Party as they launched a week of pro- 
tests against the government of Prime Minis- 
ter Rajiv Gandhi (/8 Jan. ). 








| Karachi and called in troops after three peo- 
| CHINA ple died in ethnic rioting (78 Jan. ). 
The British ambassador to Indondesia 
and former Hongkong political adviser Alan | PHILIPPINES 
| Donald was appointed ambassador to China Filipinos voted in the first local elections 
| (17 Jan.). under President Corazon Aquino (/8 Jan. ). 
SOUTH KOREA 


| HONGKONG | 
| The former chairman of the Stock Ex- | A woman identified as a North Korean 
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to change its present independent 
stance that politicians should not 
interfere in interest-rate policy and it 
is definitely in no mood to lower the 
discount rate at which it lends to 
commercial banks. The most Bo] is 
prepared to do is to let “seasonal 
factors” take their course in 
unregulated short-term money 
markets. 


BUDGET EXCUSES 

Although the US and South Korea 
will proceed with their annual Team 
Spirit military exercise in the coming 
months, it is understood there will be 
some scaling back of the scope of the 
manoeuvres in 1989. Officials were 
quick to point out, however, that it 
was budgetary constraints and not 
pre-Olympic political considerations 
that led to recent speculation that this 
year's exercise might be put off. 


MINISTRY SHUFFLE 

Malaysia's permanent representative 
to the UN, Datuk Yusof Hitam, is 
slated to succeed outgoing Foreign 
Ministry secretary-general Tan Sri 
Zainal Abidin Sulong on the latter's 
imminent retirement. The present 
deputy secretary-general, Datuk 
Razali Ismail, is designated to replace 
Yusof at the UN — an 

appointment that could carry a bonus 
given that Malaysia is currently 
making a bid for a seat on the UN 
Security Council when Japan's term 
ends this year. The appointments are 
expected to trigger off a chain of new 
postings in the Foreign Ministry. 
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agent confessed to having been responsible 
for the bombing of a Korean Air jetliner late 
last year, it was reported (5 Jan.). South 
Korean officials met US and Japanese repre- 
sentatives to discuss sactions against North 
Korea over its alleged sabotage of the jet- 
liner (/8 Jan. }. 


SRI LANKA 

Five people, including a soldier, died in a 
shoot-out between troops and suspected 
Sinhalese extremists in a crowded bazaar in 
southern Sri Lanka (/3 Jan.). Tamil guerillas 
raided a prison in Batticaloa and freed all 55 
inmates, police in Colombo said (79 Jan. ). 


TAIWAN 

Two dissidents were sentenced to long jail 
terms for advocating independence for 
Taiwan (76 Jan. ). 


THAILAND 

More than 300 guerillas of the outlawed 
Communist Party of Thailand officially sur- 
rendered to the army in the south, it was re- 
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BRIEFING 


‘Clean’ party MP faces 
bribery charges 

Japanese prosecutors in Osaka 
began investigating bribery 
charges against Fujio Tashiro, 
a 56-year-old former member 
of Japan’s parliamentary upper 
house who belonged to the 
Komei (clean government) 
party. Tashiro is accused of 
having accepted ¥10 million 
(US$76,335) to raise questions 
in parliament about govern- 
ment restrictions on private 
shipowners operating gravel- 
carrying vessels in the Osaka 
region. Tashiro is the first 
Komei member in the party’s 
23-year history to be charged 
with corruption. He resigned 
from parliament and Komei 
after the case became public. 


— Charles Smith 


Shots fired at French 
ambassador in Manila 


Embassies in the Philippines 
have tightened security after a 
14 January attack on French 
ambassador Jacques le Blanc. 
Gunmen stopped his car out- 
side the embassy in Manila and 
fired at le Blanc. The bullet- 
proof window stopped the shot 
and he was unhurt. The inci- 
dent is believed to be the first 
assassination attempt on a dip- 
lomat in modern Philippine 
history. No motives are known 
for the attack. — James Clad 


Philippine communists 
rebut military claims 

In an unusual step, the Com- 
munist Party of the Philippines 
(CPP) on 12 January issued a 
special edition of its party jour- 
nal, Ang Bayan, to rebut 
Philippine military claims pub- 
lished in Manila dailies that 
power struggles are consuming 
the party leadership and that 
Philippine military agents have 
penetrated deep into the party. 
However, the special edition 
admitted that agents had infil- 
trated some parts of the party 
in the Mindanao region, 
though it added that the mili- 
tary's data on CPP member- 
ship was "false or long out- 
dated." — James Clad 


Sri Lanka's finance 
minister resigns 

Outspoken Sri Lankan MP 
Ronnie de Mel, who recently 
has been demanding early elec- 
tions, on 18 January resigned 
the finance and planning minis- 
try portfolio he had held for 
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more than 10 years. His resig- 
nation was at the request of 
President Junius Jayewardene, 
but de Mel said that he would 
retire to the backbenches and 
retain his membership of the 
ruling United National Party. 
An ardent supporter of the 
Indo-Sri Lankan peace accord 
signed last year by Jayewar- 
dene and Indian Prime Minis- 
ter Rajiv Gandhi, de Mel in a 
controversial speech on 24 De- 
cember said the parliament was 
“obsolete and stale.” He also 
said he had opposed the 1982 
referendum by which the parlia- 
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De Mel: resigned. 


ment elected in 1977 had been 
extended by six years. His 
speech upset many govern- 
ment MPs. 

A former member of the 
Ceylon civil service, de Mel ac- 
quired a reputation as one of 
the Third World’s most suc- 
cessful aid-getters. Analysts in 
Colombo are agreed that 
Jayewardene will be hard press- 
ed to replace him and specu- 
late that National Security 
Minister Lalith Athulathmud- 
ali may be appointed his suc- 


cessor. — Manik de Silva 
Paris takes over Kanak 
leaders’ trial 


A court of appeal in Paris has 
taken a case against two lead- 
ers of the Kanak (Melanesian) 
independence movement in 
New Caledonia out of the 
hands of the local examining 
magistrate in the French 
Pacific territory, citing reasons 
of public safety. Charges of in- 
citement to murder and vio- 
lence were brought against 
Kanak leaders Jean-Marie 
Tjibaou and Yeiwene Yeiwene 
after speeches at rallies in 
November in which they urged 
followers to take up arms in 
self-defence (REVIEW, 21 Jan). 
Paris authorities are believed 
to have seen the prosecutions 
as aggravating political ten- 
sion. — Hamish McDonald 


BUSINESS 


Tan Koon Swan pleads 
guilty in MPH case 
Malaysian businessman and 
politician Tan Koon Swan 
pleaded guilty on 18 January to 
an amended charge of criminal 
breach of trust at the Kuala 
Lumpur Sessions Court. His 
crime was to have “wilfully suf- 
fered” a director of Multi-Pur- 
pose Holdings (MPH) to dis- 
pose dishonestly of M$23.2 
million (US$9.1 million) be- 
longing to MPH. Sentencing 
was deferred to 4 February. 
The charge, under Section 406 
of the Penal Code, carries a 
maximum jail sentence of three 
years and/or a fine. The earlier 
charge, under two different 
sections, might have meant a 
maximum jail term of 20 years. 
— Nick Seaward 


Canberra lifts limits 
on oil-project equity 
Australian Treasurer Paul 
Keating said on 20 January that 
Canberra’s 50% local equity 
and control requirement for 
the mineral-resources sector 
would be abolished for oil and 
natural-gas projects worth 
more than  AS$IO million 
(US$7.1 million). He said local 
benefits had already been as- 
sured by recent changes to the 
tax regime on oil producers, in- 
cluding introduction of a re- 
source-rental tax, a “super- 
tax” on profits above a set rate. 
— Hamish McDonald 


Bhutan flag carrier 
orders third plane 
Bhutan has agreed to buy a Bri- 
tish Aerospace BAe-146-100, 
80-seater plane for delivery by 
September. The four-engine 
aircraft will be a major addition 
to Druk-Air's fleet of two 18- 
seat Dorniers (now flying to 
Calcutta and Dhaka from 
Paro), enabling Bhutan's air- 
line to begin direct flights to 
Delhi and Kathmandu. 

— Brian Shaw 


Chinese branch manager 

defrauds Canadian bank 

The Bank of Nova Scotia is 
seeking restitution from the 
Bank of China (BoC) after a 
Chinese bank manager de- 
frauded the Canadian bank 
of US$3 million in 1987, the 
Toronto Globe and Mail re- 
ported from Peking. The man- 
ager of a BoC sub-branch in 
Guangdong province  pre- 
sented an irregular set of 





instructions for payment of 
the funds to the Canadian 
bank's Hongkong office, which 
honoured the documents and 
deposited the money into a 
local bank account. The man- 
ager later arrived in Hong- 
kong, cleared out the account 
and disappeared. 

— Robert Delfs 


Two disappear in 
Ka Wah Bank case 


Low Chung Song, former pre- 
sident of the Ka Wah Bank 
and brother Low Chang 
Hian, an ex-director, have 
absconded while on combined 
bail of HK$21 million (US$2.7 
million) pending charges of 
fraud and corruption. The 
charges involve about HK$770 
million. They were to have 
appeared in court on 21 
January. 

The Lows were arrested in 
June (one in Singapore and 
one in Malaysia) and returned 
voluntarily to Hongkong to 
face charges. Ka Wah became 
insolvent in late 1985 with bad 
loans exceeding HK$3 billion. 

— Christopher Marchand 


Tin producers raise 
1988-89 export quota 
The Association of Tin Produc- 
ing Countries (ATPC) has de- 
cided to increase the export 
quotas of its seven members 
during the second year of 
its highly successful supply- 
rationalisation scheme, begin- 
ning on 1 March. The increase 
— which must still be ratified 
by ATPC ministers — should 
total 5,900 tonnes, bringing 
total projected exports in 1988- 
89 to 101,900 tonnes. Observer 
countries Brazil and China said 
they were willing to restrict 
their exports for another year. 
— Nick Seaward 


China crop-purchase 
prices increased 
China will increase state-pro- 
curement prices for grain, edi- 
ble oils and sugar in April, ac- 
cording to a report in the 
Nongmin Ribao on 19 January. 
For example, the wheat-pur- 
chase price, now Rmb 0.42-44 a 
kg (11.2-11.8 US cents) will 
be raised by Rmb 0.03-0.04. 
Wheat production fell several 
million tonnes in 1987, a year in 
which there was no increase in 
the procurement price. Rice- 
procurement prices in the rice- 
deficit regions of north and 
northeast China will rise, as 
will maize-procurement prices 
in several provinces. 

— Robert Delfs 


13 


^el 


REGIONAL AFFAIRS DIPLOMACY 


North Korea’s link to an airliner bombing clouds Olympic euphoria 


The Pyongyang factor 


By John McBeth in Seoul 


Sau: Korea’s publicly an- 
nounced claim — supported 
by the US — that North Korea 
was responsible for the sabotage 
of a Korean Air jetliner in 
November 1987 has clouded 
euphoria here over decisions by 
the Soviet Union and China to 
join a record 161 countries in the 
1988 Seoul Olympic Games. It 
has also led to predictions that 
more trouble could be on the way. 

“If the [Pyongyang-sabotage] 
linkage is legitimate, then the 
North Koreans have made a 
strategic decision to disrupt the 
Olympics," a Western military 
source said, reflecting the con- 
cern that now permeates the 
South Korean armed forces. “I 
think we can expect them to do other 
terrorist-type things." 

With Moscow and Peking indicating 
by their decisions that in their view 
there is no case for an Olympic boycott, 
Pyongyang's frustration may have 
crossed the same threshold of pain that 
many analysts contend led to the North 
Korean-instigated Rangoon bombing in 
1983 during which 17 members of a 
South Korean presidential delegation 
were killed. And if Pyongyang is intent 
on causing further trouble, a senior gov- 
ernment official said, Seoul is not ruling 
out the possibility that North Korea's 
friends could become targets. 

Neither US nor South Korean offi- 
cials are saying what security arrange- 
ments they are planning for the Olym- 
pics, but consultations are continuing 
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Asian Games security: North Korean sabotage feared. 





and there is every indication Washing- 
ton will deploy at least a carrier battle 
group in the area, as it did with little fan- 
fare during the 1986 Asian Games. 
There is also likely to be increased 
surveillance by Okinawa-based SR71 
Blackbird spy aircraft. 

Seoul and Washington maintain that 
even before the Korean Air incident — 
in which 115 passengers and crew died 
after a bomb blew the aircraft apart 
over the Andaman Sea — no considera- 
tion had been given to calling off the an- 
nual Team Spirit joint military exercise, 
which will probably begin in March. In 
an interview, Assistant Foreign Minis- 
ter Park Soo Gil, who has played a cen- * 
tral diplomatic role after the Korean 
Air bombing, said: “We now find it 
more necessary than ever to have Team 





PHOTOS: AP 


Spirit. If we cancelled it, it would 
send out the wrong signal to 
North Korea. The more exercises 
we have, the better." 

Apart from the threat of more 
Pyongyang-inspired terrorist ac- 
tivities abroad, military sources 
point to the capabilities of North 
Korea's 80,000-man Bureau of 
Reconnaissance Special Forces 
and a possible return to the 
days when Pyongyang's com- 
mandos infiltrated the South. 
North Korea could land teams 
from seven miniature submarines 
it is believed to possess, or 
possibly from low-flying air- 
craft. 

The military sources said 
North Korea's agents could also 
penetrate the South from Japan, home 
of the Pyongyang-directed Chongryon, 
or General Association of Korean Resi- 
dents in Japan. Particularly chilling to 
South Korean investigators is the fact 
that Kim Sung Il, one of the two agents 
said to be responsible for the Korean 
Air bombing, passed through Seoul's 
Kimpo Airport on 21 September 1984 
and spent six days in the downtown 
President Hotel. 

South Korea has called on Japan to 
impose tighter controls on Chongryon, 
which is suspected of having played a 
role in a bomb explosion at Kimpo Air- 
port — which killed five people and 
wounded 31 others — shortly before the 
Asian Games. Security at the airport's 
overseas terminal has been tightened in 
recent weeks, with squads of heavily 


Seeking forgiveness 


Contrite agent confesses to aircraft sabotage 


E ight days after her extradition from 
Bahrain for allegedly sabotaging a 
Korean Air jetliner, the woman then 
known only as Mayumi Hachiya finally 
broke. Using the Korean language for 


the first time since her detention and 


subsequent suicide attempt, she report- 
edly touched the arm of a South Korean 
counter-espionage agent and said sim- 
ply: “I’m sorry. Please forgive me." 
From then on, according to inves- 
tigators of the Agency for National 
Security Planning (NSP — formerly the 
KCIA), the 26-year-old self-confessed 
saboteur told them everything — from 
the orders she was told had personally 
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been signed by North Korean heir-ap- 
parent Kim Jong Il that sent her on her 
errand of death, to the way she and her 
male companion, veteran special agent 
Kim Sung Il, smuggled the bomb on to 
the aircraft. | 

By her account and judging from 
subsequent NSP field tests, it took only 
350 gm of C4 plastique packed in a small 
converted radio and a whiskey bottle of 
liquid explosive, but the blast in an over- 
head locker was enough to tear apart 
the KAL Boeing 707 as it approached 
the Burmese coast in the early after- 
noon of 29 November, killing all 115 
people aboard (REVIEW, 17 Dec. '87). 


Apprehended at Bahrain airport for 
carrying false passports, both agents bit 
down on deadly cyanide ampules con- 
cealed in cigarette filter tips. Kim Sung 
Il, 70, an electronics expert with a wife 
and seven children, died instantly. His 
attractive companion only broke the 
end of the capsule — and lived. 

Her real name: Kim Hyon Hui, a 
one-time child actress and the daughter 
of an Angola-based North Korean 
Foreign Ministry official who says she 
presented a bouquet of flowers to the 
head of a visiting South Korean delega- 
tion in Pyongyang in 1972. Recruited by 
the research department of the North 
Korean Workers' Party central commit- 
tee eight years later, she was trans- 
formed from a Japanese-language stu- 
dent into a trained killer. 

Her head bowed throughout, Kim 
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armed soldiers patrolling the departure 
and arrival areas. 

“The sabotage will probably con- 
tinue,” said Park. “But a lot will depend 
on how the international community 
reacts. If North Korea is specifically 
condemned for employing terrorism as 
an instrument of state, then it may be 
brought under control. If they can get 
away with impunity and shift the re- 
sponsibility to our side, then they will 
carry on.” 

Anxious to strengthen the credibility 
of their case, the South Koreans say 
they have indications that US and Ja- 
panese authorities will take up an invita- 
tion to interview self-confessed Korean 
Air bomber Kim Hyon Hui. “I don't 
think people will question our investiga- 
tion,” Park said, “but if any other coun- 
try concerned wants similar access, we 
will be ready to let them see her.” 


Gye that Kim signed her confes- 
sion on 28 December 1987, it is 
clear the South Koreans had withheld 
their findings concerning her role in the 
bombing until after Moscow and Peking 
announced their decisions to attend the 
Olympics. But while Seoul may be an- 
xious to get the bombing behind it, 
creating a more favourable pre-Olym- 
pic atmosphere, at the same time it is 
not about to let Pyongyang off the hook. 

Although South Korean troops were 
put on special alert after Kim’s confes- 
sion was announced, the South Korean 
Government has ruled out military re- 
taliation in favour of economic sanc- 
tions against North Korea, the with- 
drawal of recent diplomatic initiatives 
and a campaign to deprive Pyongyang 
of its membership in the International 
Civil Aviation Organisation. Washing- 
ton, for its part, described the bombing 
as “mass murder” and asked the Soviet 
Union and China to issue a strong warn- 
ing to a defiant Pyongyang. 

Peking, often an unquestioning sup- 
porter of North Korea on contentious 
subjects, issued only a lukewarm state- 


appeared briefly before a 15 January 
news conference at a tightly guarded 
NSP compound in eastern Seoul. 
Speaking in a barely audible voice and 
with tears trickling down her face, she 
told reporters: “I deserve to die a 
hundred deaths.” 

She may not even go to trial. Despite 
her callous act, many South Koreans ap- 
pear to accept she was brainwashed and 
there is already talk she may be treated 
in much the same way as Kim Shin Jo, 


the sole surviving member of a 31-man | 


North Korean commando squad which 
killed 34 people in a 1968 suicide attack 
on the Blue House. He is now a success- 
ful Seoul businessman and devout 
Christian. 

Kim and NSP agents who could not 
be photographed or otherwise iden- 
tified claimed that what began to turn 
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ment calling on both sides to exercise re- 
straint. A Chinese Government spokes- 
man declined comment on the verbal 
exchange between the two Koreas in 
which Pyongyang denied any part in the 
tragedy and accused Seoul of arranging 
the destruction of the jet itself. 

Park told the REVIEW that the South 
Korean Government is considering a 
"drastic" review of its relations with the 
North to determine what course of ac- 
tion it should now follow. But he said it 
would be irresponsible to say that Seoul 
would suspend all dialogue. South 
Korea's *overwhelming objective," he 
said, was to strengthen peace and stabil- 
ity on the divided peninsula and to keep 
faith with that commitment. Pyongyang 
could only be “brought out in the open” 
through continued contacts, he added. 

Right now, however, South Korea 
appears in no mood for negotiations of 
any kind and has so far ignored North 
Korean President Kim Il Sung's New 
Year proposal for a joint conference 
among people from “all walks of life" to 
discuss, among other things, disarma- 
ment and the co-hosting of the Olym- 
pics. Park dismissed the overture as an 
effort by the North to divert attention 
from the Korean Air sabotage. "They 
said they wanted to discuss the question 
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Kim Hyon Hui: told everything. 


her around was not the harsh interroga- 
tion techniques South Koreans are re- 
puted to employ, but a simple car trip 
around Seoul and her realisation that all 
she had been told about South Korea 
was untrue. 

Kim's nine-page confession was 


signed on 28 December and South 


Korea's delay in announcing its findings 
was generally seen to be predicated on 
the deadline for Olympic acceptances. 
But one senior official said the suspect 
also had to spend some time agonising 
over her decision to appear in front of 
reporters because by doing so she 











of ceasing mutual recriminations," Park 
said. “If they hadn't planned the bomb- 
ing, why include such a proposal. We 
will respond in due course, but their mo- 
tive is so clear." 

Syria's last-minute acceptance of the 
International Olympic Committee's 
(IOC) invitation to attend the games 
means there will be 161 countries repre- 
sented at the Seoul Olympics — 21 more 
than at the Los Angeles Olympics, then 
a record despite a boycott by the Soviet 
Union and most of the Eastern bloc. 
Only North Korea and Cuba made a 
point of rejecting the IOC's invitation, 
while Nicaragua, the Seychelles, Al- 
bania and Ethiopia failed to respond by 
the 17 January deadline. 

The Soviets ended months of specu- 
lation by announcing their intention to 
attend the games on 11 January. And 
China waited until three days before the 
deadline to inform the IOC it would 
participate — probably with the biggest 
team it has ever fielded at the Olympics. 
Moscow had told the IOC privately as 
far back as September 1986 that it 


| wanted the games to proceed in Seoul, 


saying a compromise formula on joint- 
hosting of the games offered to Pyong- 
yang was in its view satisfactory. 

The unprecedented number of en- 
tries for the games represents as much a 
triumph for diplomacy as it does for 
sports, given Seoul's efforts and pati- 
ence over two years in trying to accom- 
modate Pyongyang in four rounds of 
talks. Fully 26 of the 161 competing 
countries have exclusive diplomatic re- 
lations with Pyongyang. 

It has been generally assumed that if 
North Korea is intent on raising ten- 
sions and discouraging participation in 
the Olympics, the period of greatest 
peril will be between now and the arriv- 
al of the Soviet and Chinese teams in 
late August or early September. But 
South Korean officials have made it 
clear they do not feel the danger will end 
there. As Park put it: “Anything can 
happen." O 


would be putting her entire family in 
danger. 

The confession and a detailed inves- 
tigation report traced the path of two 
terrorists who, it is claimed, had been 
brought together as a father-and-daugh- 
ter sabotage team as early as July 1984 
with one mission in mind: to carry out 
an act that in Pyongyang’s thinking 
would undermine the Olympic Games. 

Surprisingly, Kim made no reference 
to Kim Jong II’s supposed personal at- 
tention to the mission. But investigators 
said she had been specifically told of this 
by the director of her department. 

Contrary to earlier reports, the two 
agents apparently did not go through 
Tokyo, but instead boarded the maiden 
flight of a newly opened Pyongyang- 
Moscow-East Berlin flight on 12 
November. After a six-hour layover at 
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an embassy guest house in the Soviet 
capital, they then flew on to Budapest 
where they stayed until 18 November 
before crossing by car into Austria. 
Once there, they handed over their 
North Korean passports and were given 
forged Japanese documents in the name 


of Shinichi and Mayumi Hachiya. They | 


also purchased air tickets matching a 
pre-arranged itinerary that was to take 


: them on a circuitous route through Bel- 


grade, Baghdad, Abu Dhabi, Amman 
and Rome. On the two-hour Iraq-Abu 
Dhabi sector they would be flying 
aboard KAL Flight 858, bound for 
Seoul. 


Q n 23 November, the pair flew to Yu- 
goslavia where they took delivery of 
the explosives from two control officers 
in a room at Belgrade's Metropolitan 
Hotel. Five days later, they headed for 
Baghdad. Iraqi airline officials confis- 
cated the batteries of passengers' radios 
before boarding and returned them 
after the aircraft landed. 

But when Kim Sung H was asked for 


the batteries during a search in the | 


transit hall for the KAL flight three 
hours later, he turned on the radio as a 
gesture of protest. Airport officers re- 
lented and allowed him through. Then, 
20 minutes before boarding, Kim set the 
bomb to explode for nine hours later.by 
activating an alarm switch that had 
been converted into a time-setting de- 
vice. 

The North Koreans also made a 
costly slip of their own. It appears they 
had planned to enter Abu Dhabi, but 
did not realise until they got to the ter- 
minal that they were required to have 
visas. As a result, they were forced to 
show transit tickets they had bought 
earlier for the short hop to Bahrain, a 
route they had originally prepared only 
as a decoy. 

It was shortly before midday on 29 
November when the couple arrived in 
Bahrain — about the same time that the 
bomb detonated aboard KAL 858 over 


. the Andaman Sea. Twenty-four hours 


later they had become the prime sus- 
pects and as they tried to leave for 
Rome on | December, they joined only 
a handful of people who have ever been 
apprehended for airline sabotage. 

. in an NSP gymnasium on 15 
January, agents had laid out a display 


i which told a sad tale of its own. Apart 


from a largely undamaged life raft, the 


| possessions retrieved from the two sus- 


pects far outnumbered the pathetically 
small collection of debris gathered so far 
from the downed aircraft. 

Kim Hyon Hui’s confession that she 
was trained in the Japanese language 
and customs by a Japanese woman ab- 


ducted from her country in 1978 has 


touched off investigations in Japan as to 


1 whether this woman was among the six 
young Japanese who suddenly disap- 
-peared in the summer of 1978. 


— John McBeth 


—À— 


A sporting benefit 








Hanoi's gesture could lead to economic ties 


nomic and political ties with Hanoi. 
Vietnam has shown no interest so far in 
developing diplomatic contacts, a con- 
straint which also applies to South 
Korea because of its support for the 
Asean position on Cambodia. But given 
growing indications that Hanoi may be 
serious in resolving that issue, South 
Korea apparently sees important invest- 
ment opportunities ahead. 

South Vietnam's vice-premier for 
economic affairs in the 1960s, Oanh is 
one of very few former Saigon officials 
acceptable to the communist leader- 
ship. The 67-year-old Harvard graduate 
served as consultant to then secretary of 
the Ho Chi Minh City party committee, 

| Vo Van Kiet, in the early 1980s and last 


V ietnam's decision to participate in 
this year's Seoul Olympic Games 
may have followed the lead of the Soviet 
Union, but it marks another modest 
milestone in its quiet rapprochement 
with South Korea that could eventually 
ripen into mutually attractive economic 
benefits. 

Senior Vietnamese economic ad- 
viser Nguyen Xuan Oanh paid a private 
visit to Seoul in August last year — as 
the guest of Korean Air — for informal 
talks with government officials, among 
them Deputy Prime Minister for Eco- 
nomic Affairs Chung In Yong, and 
prominent South Korean industrialists. 

A senior official said Seoul was in- 
terested in trying to improve both eco- 





Lowering the Red Flag - 


Party reformists set to move on leftist propaganda organs 


By Robert Delfs in Peking 
S peculation that Chinese Communist 
w Party General Secretary Zhao Zi- 
yang is carrying out a thorough shake- 
up of the party propaganda department 
has been fuelled by rumours of the im- 
minent demise of Red Flag — the 
party's bi-weekly theoretical journal — 
and the replacement of propaganda de- 
partment head Wang Renzhi by Rui 
Xingwen, secretary of the party sec- 
retariat and still nominally Shanghai 
municipal party secretary. 

The closing of Red Flag, Rui's ap- 
pointment as head of the party's leading 
group for propaganda and ideological 
work, and the retirement of He Jingzhi, 
the low-key deputy head of the party 
propaganda department and former 
vice-minister of culture, were all report- 
ed in the Hongkong Wen Wei Po news- 
paper by early January. 

Rui told propaganda department of- 
ficials on 19 December that Red Flag 
would be discontinued, according to a 
report in the January issue of Mirror, a 
Hongkong pro-Peking magazine. 

The January issue of Red Flag was 
published on schedule, and a spokes- 
man for the publication told the 
REVIEW that no instructions to discon- 
tinue the magazine had been received. 
But sources in Peking say that the deci- 
sion has only been delayed during dis- 
cussions on finding new jobs for Red 
Flag staff. 

Salaries will be continued for at least 
six months, according to the Mirror, 
and staff can be recruited by other units 


or retire early. At least some Red Flag 
staff are expected to join the central 
party school, which produces several in- 
ternal party publications. 

Founded in 1957 on the initiative of 
the late party chairman Mao Zedong, 
Red Flag is a national party publication. 
Like the People's Daily, the Red Flag 
editorial. department ranks organisa- 
tionally as a department of the party's 
central committee. Xiong Fu, editor of 
the journal since 1978, "retired" in Sep- 
tember last year, and was replaced by 
Su Xing as acting editor-in-chief. 

Editorial control of Red Flag was a 
focus of struggle among competing fac- 
tions prior to and after the Cultural 
Revolution. Yao Wenyuan, one of the 
so-called Gang of Four, became editor 
of Red Flag in 1968, eventually appoint- 
ing all six members of the editorial 
board, and for a time Red Flag was an 
organ of the leftist faction. During the 
post-Mao period, analysts have con- 
tinued to watch Red Flag closely for au- 
thoritative signs of shifts in ideological 
temperature. 


XX —— EAR 


B ut in recent years the importance of 
the journal has waned. With the 
explosive growth of new newspapers, 
magazines, specialised think-tanks and 
research organs, Red Flag has long since 
ceased being a centre for policy formu- 
lation or debate, and its turgid style and 
vapid content have made it increasingly 
irrelevant to readers. 

Despite the allegedly conservative 
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year was elected to the National Assem- 
bly. More recently he was appointed 
vice-chairman of Vietnam’s newly es- 
tablished commercial bank. 

During an interview with REVIEW 
correspondent Nayan Chanda in April 
1986, he said it was important for Viet- 
nam to adopt the South Korean-Taiwan 
model of development, concentrating 
on light industry and high-value agricul- 
ture for export. He argued that Viet- 
nam's dependence on rice-based ag- 
riculture was wasteful of its potential. 

Although Hanoi did not have a team 
at the 1985 Asian Games, they did ac- 
cept an invitation to send two represen- 
tatives from the official Vietnam News 
Agency in what was taken as an ice- 
breaking gesture. Oanh's visit almost a 
year later was never publicised, but the 
very fact that it was not, raises interest- 
ing questions about other possible con- 
tacts. — John McBeth 
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slant of its editorial staff, Red Flag did 
not show any clearcut ideological align- 
ment even during last year's political 
struggles. If any national publication 
was the conservative's standard-bearer 
last year, it was the Peking municipal 
party committee-controlled Peking 
Daily, then edited by Xu Weicheng, 
who was named a member of the Peking 
party’s standing committee in late De- 
cember. 

The decision to scrap Red Flag re- 
portedly came from Zhao himself. Ac- 
cording to one Peking rumour, when 
asked about the journal’s future, Zhao 
replied: “I don’t read it. Do you?” 

Wang Renzhi was deputy editor of 
Red Flag from 1982 until February 1987, 
when he replaced Zhu Houze, a Hu 
Yaobang appointee, as propaganda 
head in the wake of Hu’s resignation as 
party general secretary. Wang's ap- 
pointment is presumed to have been en- 
gineered by the conservative Deng 
Liqun, then leading official on the party 
secretariat for propaganda affairs. Hu 
Qili took over overall leadership of 
propaganda work from Deng shortly 
before the 13th party congress last Oc- 
tober, and Deng failed to win election to 
the central committee. 

The news media and publications are 
central to Zhao’s strategy of shaping the 
national agenda from his new post as 
party secretary, so Wang’s replacement 
as propaganda department head by a 
Zhao ally is no surprise, nor is the retire- 
ment of deputy propaganda chief He, 
64. He was vice-minister of culture from 
1978 to 1982, and a vice-chairman of the 
Chinese Writers’ Association. 

A poet, He co-authored the libretto 
of the revolutionary opera The White 
Haired Girl in 1945. He's replacement is 
likely to be someone with less orthodox 
views on the role of art and literature 
under socialism. 
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PHILIPPINES 


Polls of violence 


Government-backed candidates leading after local elections 


By James Clad in Manila 


he last major Philippine elections 

for the next four years took place on 
18 January, culminating six weeks of 
persistent campaign violence. Early re- 
turns pointed to government-backed 
candidates gaining a clear majority of 
the 17,000 provincial and municipal 
positions being contested, but rivalry 
among parties comprising President 
Corazon Aquino's governing coalition 
will muddy the picture. 

Ramon Felipe, chairman of the gov- 
ernments Commission on Elections 
(Comelec) said at least 80% of the coun- 
try's 27.6 million voters went to the 
polls. If accurate, this would come close 
to the 83% participation rate achieved 
in the congressional elections on 11 May 
1987. Felipe said the high turnout re- 
sulted from voters realising that "it 
is about time everything is normal- 
ised." 

However, normalising local political 
temperatures will take time. Felipe de- 
scribed the poll itself as "relatively 
peaceful and orderly," but rough poli- 
tics in the campaign's final 48 hours did 
much harm to some of the approxi- 
mately 150,000 candidates. However, 
Felipe said: *The number of people kill- 
ed during this election campaign is not 
as much as the number of those killed in 
previous campaigns. " 

The murder on 17 January of Roy 
Padilla, the front-running candidate for 
the governorship of Camarines Norte 
province in southern Luzon, cast an 
especially dark pall. Padilla had been 
one of the most prominent opponents of 
former president Ferdinand Marcos, 
winning election in 1984 to the now- 
abolished national assembly. An attack 
by gunmen two days earlier at a Manila 
rally also stunned the capital; one candi- 


| date hurt was Walfrido Ferrer, younger 
| brother of Jaime Ferrer, the local gov- 


ernment secretary murdered on 2 Au- 
gust 1987. This attack provoked Aquino 
to issue a statement condemning 
*naked and wanton terrorism." 

The Philippine military said the com- 
munist New People's Army (NPA) 
committed “over half” the 91 pre-elec- 
tion shootings, but analysts agreed that 
much violence could be traced back to 
family feuds. The NPA’s role as election 
"facilitator" may be more significant; 
this correspondent spoke to several can- 
didates who had bought “safe conduct 


passes" from local NPA commanders. 


Tacit support from the communists for 
some candidates was also clear. 

After the poll the air was thick with 
accusations about "flying voters" (vot- 
ers who cast a ballot in multiple dis- 


tricts), ballot-box *snatching" and voter 
intimidation. Comelec's track-record in 
rapidly investigating irregularities does 
not inspire confidence: eight months 
after the May 1987 election, four con- 
gressional constituencies still have no 
confirmed representative. Long delays 
in finalising the 18 January results will 
prolong local feuds. 

The election did not proceed in all 
districts. The reason invariably was the 
*peace-and-order situation." "Voting 
will be staggered from 20 January to 8 
February in Ifugao, Abra, Quezon, 
Northern Samar, Leyte, Ilocos Sur and 
in five Mindanao provinces. 

Early returns, most of them unoffi- 
cial and to be treated with caution, indi- 
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lection registrars deliver ballot boxes: peaceful. 


cated that more than half the 17 towns 
comprising Metro-Manila would elect 
government-backed candidates as 
mayor, including Mel Lopez for the 
Manila mayorality. Comelec had as- 
sumed direct control of some areas in 
the capital. 

Commenting on the polls, Ataneo 
University dean Joaquin Bernas said: 
“The bitter and intense political rival- 
ries between families and families, be- 
tween burgeoning dynasties . . . are tear- 
ing the nation apart.” His reference to 
dynasties echoed a key campaign issue. 
Aquino relatives control the two main 
government parties and occupy other 
public offices. Accusations that the 
president’s family has become too 
prominent in politics surfaced in stead- 
ily more aggressive language. 

Leading the critics is Liberal Party 
chairman Jovito Salonga, nominally with- 
in the government, but already pulling 
surprising new members into his party, 
such as Sen. Teofisto Guingona, once 
an ardent supporter of Aquino. 
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CCK leaves behind a country on the liberal path 


The legacy of reform 


By Shim Jae Hoon in Taipei 

x | p The death of Presi- 
dent Chiang Ching- 
|kuo on 13 January, 
Ye only a couple of 
LE months before his 
iK £9 78th birthday, came 

S. 4 at a critical juncture in 
Nar ess : Taiwan’s history. A 
vital package of political reforms was 
under discussion and gradual im- 
plementation when he succumbed to a 
heart attack brought on by an aggra- 
vated case of diabetes. 

CCK, as he was known among his 
circle of friends and foreigners, had 
been confined to a wheelchair since 
September, when his condition so wor- 
sened that he lost the sight of 
one eye. Doctors fastened a 
pacemaker to his chest, and 
rumours circulated that one of 
his legs might have to be ampu- 
tated. And yet, throughout 
these ordeals, the tough son of 
late president Chiang Kai-shek 
— from whom he inherited the 
office in 1978 — fought tena- 
ciously, never missing important 
public appearances, which sig- 
nified his hold on power. 

Now, his death has formally 
brought the curtain down on the 
Chiang dynasty's six decades of 
engagement with important seg- 
ments of modern China's history 
— starting with the civil war 
against the northern warlords 
and then with the communist 
forces of Mao Zedong. Tracing 
their revolutionary lineage back to Sun 
Yat-sen, whose 1911 revolt against the 
Manchu emperor paved the way for the 
Republic of China, the Chiangs have 
always regarded it as their mission 
to uphold the legitimacy of the Kuomin- 
tang (KMT) rule. 

In recent months, Chiang had made 
some progress in efforts to take Taiwan 
on the road to political and social 
liberalisation. In 1987, he lifted martial 
law, which had been in effect for no less 
than 38 years. When a genuine opposi- 
tion party emerged from the 1986 gen- 
eral election, he had the foresight to 
come to terms with it. Last year, he 
pushed through other measures, such as 
family reunion visits to the mainland by 
Taiwan residents and lifting of the ban 
on new newspapers. Meanwhile, indi- 
rect trade with the mainland boomed. 

These measures were accelerated 
even as Chiang battled with his illness. 
As recently as 25 December, he ap- 
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Chiang: common touch. 


peared in a wheelchair in the national 
assembly on the occasion of the Con- 
stitution Day ceremony, staring blankly 
into the void while a subordinate official 
read the speech for him. Ever since the 
KMT government moved to Taiwan in 
1949 after its defeat by the communist 
forces, the president had used this an- 
nual occasion to deliver a major policy 
speech. For Chiang, making an appear- 
ance was crucial, not just for upholding 
his authority in government but also for 
keeping the opposition challenge at 
bay. 

In a way, that last public appearance 
foretold the end of an era for him. Hun- 
dreds of oppositionists outside the 








Chungshan Memorial Hall — where his 
speech was being read — chanted slo- 
gans calling for democracy. Inside, 
members of the minority Democratic 
Progressive Party (DPP) sprang to their 
feet, facing Chiang, holding placards 
demanding new elections for parlia- 
ment. 


s es stunning show of dissent, the first 
such display of opposition senti- 
ments in his presence, signalled a rising 
level of disaffection over the slowness of 
change. As his aides quickly wheeled 
him off the stage, probably to shield him 
from the protesters' view, the impres- 
sion lingered that he was losing the race 
to push national political development 
to match economic progress. 

Even so, in Taipei and other cities, 
the sight of many grieving people flock- 
ing to the memorial altars, indicated 
they appreciated the momentum of 
change Chiang had set during his 





twilight years. As the new leadership 
consolidated around his successor Lee 
Teng-hui, the reforms seemed to have 
attracted too much attention at home 
and abroad for them to ignore. 

The news was announced four hours 
after Chiang's death and soon people 
gathered around the Veterans General 
Hospital where his body lay, fell to their 
knees and offered three bows in the an- 
cient custom of mourning. 

A long line of people formed outside 
the hospital in the following days, as 
men and women from all walks of life 
paid their last respects. It was a clear 
sign of Chiang's popular appeal. Unlike 
his aloof father, the younger Chiang often 
toured villages and factories. 
Athena Lian, owner of a Taipei 
coffee shop said: “Yes, I am sad- 
dened by his departure . . . My 
father was a miner, and the pre- 
sident visited him in the pits and 
comforted him on his hard work 
... We never forgot this." Simi- 
lar personal reminiscences came 
from dumpling makers, army 
veterans, farmers and fisher- 
men. 

It seems that the rotund, be- 
spectacled Chiang had some pre- 
monition of his end. On § 
January, he gathered a small 
group of top officials at his 
home, including Lee and Prime 
Minister Yu Kuo-hwa, and dic- 
tated his last political testament, 
in the presence of his youngest 
son Chiang Hsiao-yung. “When 
. . . heaven ends my years on earth," 
it read, "it is my hope that you ac- 
tively carry constitutional democra- 
tic development forward without inter- 
ruption.” 

According to the official medical 
bulletin, that end came at 3:55 p.m. on 
13 January. That morning he experi- 
enced nausea and vomiting. Shortly be- 
fore 2 p.m., he suffered a massive 
haemorrhage from the nose and throat. 
A team of doctors tried desperately to 
keep him alive with cardiac pulmonary 
resuscitation. 

In April 1975, when the elder Chiang 
died at the age of 87, his son was the 
prime minister and the succession was in 
place. In 1985, Chiang Ching-kuo de- 
clared that he would not be succeed- 
ed by another member of his family. 
So this time around, the public ap- 
peared rather unsure of the political fu- 
ture. “We are saddened by his death, 
but at the same time, worried about the 
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prospects of political stability,” said 
Chang Chung-tung, a Taiwan Univer- 
sity professor. 

But such insecurity was fleeting. Be- 
cause Chiang’s illness had dragged on 
for a long time, the government had 
ample time to prepare, and it responded 
swiftly and methodically. Within hours 
of his death, Vice-President Lee, the 65- 
year-old technocrat and the first native 
Taiwanese to rise to such a position, was 
sworn in as the new head of state. The 
military and police were placed under 
full alert and all leave cancelled in case 
of any commotion. 

Even more remarkable was the way 
the local press — which has only re- 
cently been allowed limited freedoms — 
tackled the news. Unlike at the time of 
Chiang Kai-shek’s death, they avoided 
using the contrived language of the im- 
perial court to describe his son’s pass- 
ing. And instead of hagiographic depic- 
tion of his “greatness” the coverage fo- 
cused on descriptions of his populist 
contacts at the grassroots level. 

The reaction by the public and the 
press could be seen as a mark of pro- 
gress and change. “Taiwan has grown 
mature, and much more self-confident 
of itself,” said Li Tsai-fang, a news- 
agency president with close ties to the 
ruling KMT. As a mark of such confi- 
dence, undoubtedly based on the robust 
economy brought on by Chiang's nine- 
year presidency, the stockmarket re- 
bounded rather quickly, with the weight- 
ed index rising by 65.36 points on 15 
January, regaining the ground lost by a 
61.77-point drop the previous day. 


T? a large measure, the opposition 
had also contributed to the mood of 
sombre calm, as government critics of 
all shades expressed seemingly heartfelt 
condolences. DPP leader Kang Ning- 
hsiang, who won the late Chiang's 
grudging respect for his moderate post- 
ure — Kang was the only oppositionist 
with whom Chiang ever bothered to 
meet and talk — not only termed the 
death of his longtime adversary “a great 
loss” but also helped to declare a 
moratorium on the opposition’s agita- 
tion for new elections to replace 
moribund legislators chosen from main- 
land districts four decades ago. 

It was these members of parliament 
who stood in the way of Chiang's reform 
package, and even on the eve of his 
death — according to his trusted KMT 
second-in-command Lee Huan, the cur- 
rent secretary-general — Chiang had 
worried aloud about the parliamentary 
restructuring plan as well as the need to 
fill mayoral and gubernatorial posts 
with elected people. With this in mind, 
Kang said that had Chiang lived a little 
longer, he would have made greater 
contribution to liberalisation. 

The DPP and the tiny Labour Party 
readily accepted the 30-day ban on 
street demonstrations and rallies during 
the period of state mourning. Such an 
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accommodating attitude reflected not 
just the feeling that agitation could only 
backfire at this time, but perhaps the ex- 
pectation that such attitude could en- 
courage the next regime to pursue 
further liberalisation. 

Just to demonstrate how delicate and 
touchy this matter can be, the Taiwan 
High Court has clamped down hard on 
what looks like a cautious re-emergence 
of a movement for Taiwan's indepen- 
dence, by handing down long sentences 
on 16 January to two dissidents charged 
with sedition. Tsai Yu-chuan and Hsu 
Tsao-teh — members of the Formosa 
Political Prisoners Association — were 
sentenced to 11 and 10 years in jail re- 
spectively for advocating the island's 
secession from the mainland. 

In this case, though, the severity of 
their sentences was matched by what 
looked like a gross violation of their 
human rights — they received only one 
hearing lasting for 14 hours on 9 January 
before the sentencing, despite protest 
by Hsu who suffers from an acute heart 
ailment. This development ran the risk 
of Taiwan losing some of the sympathy 





of the international community at a time 
of critical transition. 

In a statement expressing condo- 
lences, Stephen Solarz, a visiting US 
congressman who has in the past criti- 
cised the lack of political freedom on the 
island, underscored such concern by 
saying he hoped President Lee would 
complete the task of democratisation. 
In the months ahead, as the country gets 
accustomed to a new era without 
Chiang, its political progress — or stag- 
nation — will be subject to the sharper 


| scrutiny of world opinion. 


On 22 January, Chiang’s body will be 
moved to the Martyr’s Shrine on the 
outskirts of Taipei for all citizens to file 
past the bier. Following the state fun- 
eral on 30 January, his remains will be 
entombed near a summer house once 
used by his father. Presumably, the site 
was chosen for its landscape which re- 
sembles the Chiangs’ native province of 
Zhejiang on the mainland. 
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Mourners pay respects at Veterans General Hospital. '?"** "^e 


A parting 
gesture 


By Carl Goldstein in Taipei 
7 3 The dramatic political 





| reform programme 
> «4| launched by President 
| Chiang Ching-kuo 


| during his last two 
| years of life will do 
RES much to tip the scales 
| of historical judgment 
in his favour. It may even be enough to 
obscure — or at least dim the memory of 


LD yansty 


| — his earlier record as the secret police 


chief who, in the late 1940s and 1950s, 
ruthlessly squashed native Taiwanese 
opposition to the rule of his father, 
Chiang Kai-shek, as well as that of fac- 
tional rivals within the ruling Kuomin- 
tang (KMT) elite. 

Chiang Ching-kuo and his follow- 
ers already had much to their credit 
at the time of the president's death. 
The creation of a rapid- 
ly modernising and dyna- 
mic society in Taiwan — 
with annual per capita in- 
come exceeding US$5,000 
in 1987 — testified to a solid 
record of achievement in 
the economic sphere. The 
political reforms, which in- 
cluded lifting martial law 
after 38 years and allowing 
the opposition more free- 
dom to develop, added a 
crucial dimension that had 
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been lacking from the 
KMT's record. 
Chiang's death at the age 


of 77 leaves a vacuum that 
will not be easily filled. 
Through a political career 
spanning more than 60 
years, he had played many 
roles: a rebellious youth, dutiful son, in- 
telligence chief and military commissar, 
economic architect and, in his later 
years, clad in his trademark baseball cap 
and turtlenecked jacket, a kindly 
father-figure to the nation. 

But his most lasting legacy could be 
the most troublesome: the deep imprint 
of strong-man political rule which he 
practised to the end. Under Chiang's 
rule — and under his father's — all 
things good or ill flowed from his re- 
mote office in the Japanese-era pre- 
sidential palace in central  Tai- 
pei. 

Would-be successors and competing 
power centres rose or fell according to 
where they stood in the old man's es- 
teem. Thus was the case of newly named 
President Lee Teng-hui, 65, who is the 
first native Taiwanese ever to fill the 
post; lifted from relative obscurity to 
stand at the portals of power. Other 
claimants dropped away one by one, 
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done in either by overly am- 
bitious grabs for power or 
sacrificed by Chiang to main- 
tain a balance among party 
factions. 

In a sense, Chiang’s 
greatest achievement was to 
read correctly the writing on 
the wall. This was no mean 
feat in a party dominated by 
old men, whose ideology and 
habits had been forged in 
civil war on the mainland 
with the communists during 
the first half of the cen- 
tury. 

In contrast to many of his 
comrades, Chiang was per- 
ceptive enough to realise 
that the Taiwan of the 1980s 
had changed, practically 
beyond recognition, from 
what it had been in the 
late 1940s when the retreating KMT 
and its armies arrived on the island 
from the mainland. Chiang understood 
the necessity of concessions to a ris- 
ing middle class — largely native 
Taiwanese — who demanded a politi- 
cal voice to match their economic pros- 
perity. 

He knew that only by giving up a 
measure of power could the KMT hope 
to remain the dominant political force. 
Chiang resisted xenophobic tendencies 
within the party's upper ranks to reject 
international pressures, especially from 
the US, for Taiwan to improve its 
human-rights record. He also drew the 
proper conclusions from the downfall of 
ousted Philippine president Ferdinand 


Opposition leaders Kang Ning-hsiang and Chang Tsu- yang join mourners. 





Marcos, though top KMT officials for 
the record always resolutely denied any 
linkage. 

The late president remained true to 
his fathers dream of regaining the 
mainland. Yet the younger Chiang, who 
served as premier from 1972 to 1978 be- 
fore becoming president, ended the re- 
gime's obsession with the past. Accept- 
ing Taiwan as more than just a tempor- 
ary staging area, Chiang set in place the 


economic-planning apparatus to deve- | 


lop the island's infrastructure, building 
highways, railroads, ports and other 
large-scale projects. 

In his father's day, these were dis- 
missed as diversions from the over-rid- 
ing goal of military build-up and na- 
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national recovery. No longer 
did key government minis- 
tries remain in ramshackle 
school and office buildings 
left by the Japanese when 
the end of World War II 
forced them to give up their 
50-year colonial rule in 
Taiwan. 

Taiwan's physical plant 
and public facilities still lag 
far behind its less prosperous 
Asian rival, South Korea, 
for example. But by the time 
of Chiang’s death, the 
Taiwan Government had 
begun to address such criti- 
cal issues as the degradation 
of the environment and the 
declining quality of life in 
over-crowded urban centres. 

Chiang launched a his- 
toric opening to China, al- 
lowing mainland-born Taiwan citizens 
for the first time to return home for 
family-reunion visits. The government 
held publicly to its "Three Nos" policy 
of no contacts, no negotiations and no 
compromise with Peking, but Chiang 
redefined it to mean no official con- 
tacts. 
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E des new policy was warmly wel- 
comed by the public as a way to ease 
the emotional suffering of ageing main- 
landers who had been denied the oppor- 
tunity to see long-separated family 
members before their death. It also 
smoothed the way for greatly increased 
indirect business ties between China 
and Taiwan. 





Kind words from Zhao 
cut no Ice in Taiwan 


By Robert Delfs in Peking 
! y Peking's initial public reaction to Chiang 

224 Ching-kuo's death was conciliatory and 

= i sympathetic. “We are shocked to learn 

| that Kuomintang [KMT] chairman 
| Chiang Ching-kuo has passed away," a 

Du Xiop telegram sent by the Chinese Communist 
|End Of A. WY * f Party (CCP) Central Committee to the 
LLLI KMT Central Committee said. “We ex- 
tend our deepest condolences and our sincerest sympathy to 
Mr Chiang's family." 

In a message of condolence, CCP General Secretary 
Zhao Ziyang praised Chiang for upholding the concept of a 
single China and opposing the *independence" of Taiwan. 
Chiang “made certain efforts to relax relations between the 
two sides of the Taiwan Strait," Zhao said. *At this time, 
when the leadership of the KMT is being replaced, we reaf- 
firm that our party's principles and policy of peaceful 
reunification of the motherland will not change." 

Peking's new uncertainty arises from a lack of familiarity 
with Taiwan's new leaders and the fact that none of them has 
acquired the control and influence in the key power bases — 





party, military and intelligence — that characterised the rule 
of both Chiangs. 

A collective leadership in Taiwan, particulary if divided 
between conservative and reformist factions or hamstrung 
by effective vetoes from the military or security factions, 
may be less capable of continuing domestic reforms or the 
cautious movement towards expanding contacts with the 
mainland begun under Chiang. 

One disastrous scenario from Peking's point of view 
would be the ascendancy of conservative die-hard anti-com- 
munists opposed to any contacts with the mainland — led 
perhaps by Premier Yu Kuo-hua. Even worse would be the 
lack of a strong central leadership, which might facilitate the 
rise of forces advocating a future for Taiwan apart from the 
mainland. Worse still would be serious political instability or 
unrest, which could present a case for direct Chinese mili- 
tary intervention. 

The cautious and prudent approach evident in Zhao's 
condolence speech will continue, diplomats here say. No 
new initiatives are likely, nor will China risk giving the kiss 
of death to the new leadership by giving open support to any 
individual leaders seen as friendly, or less hostile, to Pe- 
king's interests. 

The hope here is that the flow of visitors and the logic of 
expanding trade and investment will lead to further relaxa- 
tion and growing ties. But there is little doubt that Peking's 
regret for Chiang's passing is genuine. 


» Carl Goldstein wrifes from Taipei: Peking's message of 
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Even as history remembers Chiang’s 
contributions to Taiwan’s political and 
economic development, however, so 
also will it condemn him for failing to 
break the pattern of one-man rule and 
the personality cult. This key blind-spot 
in a leader, who otherwise showed him- 
self able to break with outmoded ideas 
and practices, perhaps reflected the im- 
print of his long tutelage under his 
father. 

As a consequence, President Lee 
takes office ill-equipped to rule in his 
own right. The weight of the office of 
president cannot make up for the lack of 
decades-long ties with key institutional 
power centres, particularly the party 
and military establishments, which en- 
abled Chiang to wield power. 

Thus, the only short-term alternative 
for Taiwan is a collective leadership. 
The party, military and bureaucracy all 
have their representatives — respec- 
tively KMT  secretary-general Lee 
Huan, armed forces chief of staff Gen. 
Hau Pei-tsu and Premier Yu Kuo-hwa 
— who, together with a handful of 
others, will make the important deci- 
sions. 

But Chinese history, modern or an- 
cient, offers little precedent for such an 
arrangement amounting to more than a 
stop-gap measure. There is a real 
danger of a power struggle, with each 
competitor attempting to interpret for 
his own benefit Chiang’s call in his last 
will and testament to “combat com- 
munism and push for 
greater democracy.” Whe- 
ther this could reach an 
intensity that might threat- 


condolence to the KMT 
the day after Chiang’s 
death surprised diplomats 
and other foreign obser- 
vers by its warm tone and 
kind words, but the initia- 
tive won Peking few points 
in Taipei, whether among 
government officials or or- 
dinary people. “The com- 
munists are just crying 
crocodile tears,” said gov- 
ernment spokesman Shaw 
Yu-ming. Other officials 
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Taipei mourner: personality cult. 





en Taiwan’s till-now enviable record 
of political stability and eco- 
nomic development remains to be seen. 

In a sense, Chiang came full circle in 
his long and tumultuous career. He 
went from revolutionary youth to arch- 
conservative in his middle years, to de- 
termined reformer in his last days. Born 
on 18 March 1910 in the coastal main- 
land province of Zhejiang, he grew up 
during the awakening of Chinese 
nationalism, symbolised by the May 4 
Movement of 1919. 

In the 1920s, as Chiang Kai-shek 
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Chinese applying for family reunion visits to China. 


moved to solidify his position as heir-ap- 
parent to Sun Yat-sen — “father” of 
Chinese nationalism — the younger 
Chiang, while still in his teens, became 
an enthusiastic participant in student 
demonstrations in Peking denouncing 
intervention by the foreign imperialist 
powers. A police crackdown on one 
such street protest resulted in his arrest 
and brief imprisonment by the warlord 
who controlled the capital city at the 
time. 

It was then that Chiang resolved to 
follow many of his fellow students to 
study in Moscow, the centre of the 
worldwide communist movement. En- 
rolling in Sun Yat-sen University 
(later renamed Lenin University) in 
1925, he was not to return to China until 
1937. 

It was a pivotal time in the young 
man’s life. Chiang learned Russian, 
studied revolutionary theory and joined 
the Communist Youth Corps — in- 
tended as a prelude to membership of 
the communist party. He later went on 
to three years of study at the Central 
Tolmatchev Military and Political Insti- 
tute of Leningrad. 

Chiang also became embroiled on 
the losing side in the struggle for leader- 
ship between Stalin and Trotsky in the 
late 1920s. As a result, his requests to 
return home were refused by Moscow. 
Actually, he had two strikes against 
him: besides his Trotskyist leanings, 
Chinese Communist Party (CCP) 
cadres in the Soviet 
Union distrusted him be- 
cause his father had by 
that time decisively shat- 


Although Chiang 
held true to the dream of 
the KMT one day re- 
turning to rule the main- 
land, his political reform 
programme may actual- 
ly make that prospect 
more remote. The gap 
between political and 
economic conditions in 
China and Taiwan is al- 


ready wide. 
Taiwan’s younger 
generation, including 


dismissed the move as mere “united-front” tactics designed 
to confuse public opinion in Taiwan. 

It was felt here that the new tack reflected Peking’s sense 
of unease about whether Chiang’s death could signal a move 
by his successors towards independence for Taiwan. The op- 
position Democratic Progressive Party has moved closer 
and closer to open espousal of independence. And for many 
native Taiwanese such a call has a definite appeal. 

Yet more people regard the status quo as the most 
favourable situation for Taiwan. Peking has many times 
threatened to invade if the island’s government were to 
proclaim independence, and there is little sentiment for test- 
ing Peking’s resolve. Neither would Washington or Tokyo 
welcome such a development, as both have staked much on 
maintaining stable relations with China. 





FAR EASTERN ECONOMIC REVIEW e 28 JANUARY 1988 


both native Taiwanese as well as island-born children of 
mainlander parents, can more dispassionately judge the 
benefits of broader business and cultural ties with China. 

Will closer ties lead people from Taiwan to think more 
kindly of Peking's offers of complete autonomy? Or will 
people grow more comfortable with the idea of near-nor- 
mal, state-to-state ties, perhaps along the lines of the so-call- 
ed German model? 

What is clear is that the younger generation lacks a sense 
of urgency in solving the problem. The old guard in both the 
KMT and CCP shared at least one trait: they each hoped to 
see a resolution of their conflict, begun 60 years ago, in their 
own lifetimes. This now is impossible, and whether even the 
next generation will see a solution remains an open ques- 
tion. 
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tered KMT-CCP cooperation with a 
bloody purge of the communists in 
1927. 

Chiang Ching-kuo spent years as a 
common labourer in factories, on col- 
lective farms and even in a Siberian gold 
mine. This period coincided with his dis- 
illusionment with his earlier political 
ideals, and Chiang often said in later 
years that he learned *the truth" about 
communism through hard personal ex- 
perience. 

In 1927 and again in 1935, Chiang 
wrote letters published by Pravda in 
Moscow in which he denounced his 
father for betraying the revolution. He 
later claimed to have been coerced into 
writing the letters — perhaps more con- 
vincingly in the later case — but the 
matter remained a sore point both with 
his father and other KMT leaders for 
many years. 

It also helped sour his relationship 
with his step-mother, Soong Mei-ling, 
or Madame Chiang, who married Chiang 
Kai-shek in 1927. Chiang Ching-kuo 
was Chiang Kai-shek’s son by a previous 
wife and relations between step-son and 
step-mother never warmed up. She 
moved to the US immediately after her 
husband’s death in 1975. She returned 
to Taipei in late 1986, on the occasion of 
the centenary of Chiang Kai-shek’s 
birth, and has led a reclusive existence 
in the old Shilin residence in suburban 
Taipei. 


pert Chiang Ching-kuo’s later 
steadfast anti-communism, his ex- 
perience in the Soviet Union left him with 
a marked preference for one-party poli- 
tics and police-state methods. Shortly 
after the KMT regime retreated to 
Taiwan following its defeat by the com- 
munists in 1949, Chiang Kai-shek ap- 
pointed his son director of the military’s 
General Political Department. 

From that vantage point, the 
younger Chiang’s first mission was to 
reorganise the maze of competitive in- 
telligence agencies that spent as much 
time fighting among themselves as 
tracking and suppressing communists, 
which was supposed to be their main ob- 
jective. 

Once this task was accomplished, he 
turned his attention to mopping up the 
still-smouldering resentment among 
many native Taiwanese over the mili- 
tary’s suppression of the 1947 uprising 
against mainlander rule, in which 
thousands had been killed. It was an era 
in which, for many opponents of the re- 
gime, the midnight knock on the door 
meant summary military judgment and 
long imprisonment or even execution. 

Chiang's earlier training was also 
seen in his establishment in the early 
1950s of the China Youth Corps. This 
quasi-party organisation helped to pre- 
vent the growth of opposition activities 
among students — a phenomenon that 
on the mainland had contributerd to the 
KMT's downfall. O 
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President Lee unlikely 
to win party leadership 


By Carl Goldstein in Taipei 

Mu Cue For several days fol- 
lowing the death of 
| Chiang Ching-kuo, the 

| first item on new Pre- 
| sident Lee Teng-hui's 
2E! agenda each morning 
was to pay his respects 
before the late presi- 
dent's body at Veterans Memorial Hos- 
pital — now to be renamed Chiang 
Ching-kuo Memorial Hospital. 

Then he would go from there to 
make the rounds of Chiang's senior ad- 
visers, men in their mid-80s and even 
90s who in many cases had been close 
comrades of Chiang Kai-shek in the 
early years on the mainland. 

On 14 January, the day after 
Chiang's death, the presidential palace 
whose administration is headed by 
conservative stalwart and longtime 
Chiang confidant Shen Chang- 
huan — announced that Lee 
would remain permanently in his 
vice-presidential office, while 
Chiang's own office was to be 
made into a memorial. 

These actions reflected com- 
mendable respect for the mem- 
ory of his mentor, certainly, and 
an understandable desire to gain 
the counsel of men more experi- 
enced than he in the art of gov- 
ernment. 

But he was also being politic. 
Lee, 65, the first native Tai- 
wanese ever to serve as presi- 
dent in Taiwan, now faces a deli- 
cate task. If he is to consolidate 
his own power, he must do it in 
such a way as not to offend pow- 
erful figures in the KMT, military 
and security establishments. 
Many of these men have looked 
on with growing disquiet in re- 
cent years, powerless to prevent 
Chiang from bringing more and more 
Taiwanese into the hitherto main- 
lander-dominated halls of power. 

If Lee is to become more than a 
figurehead president who can only carry 
out the directives of a shadowy collec- 
tive leadership, he has to convince them 
he will remain true to the guiding im- 
peratives of KMT political life: stead- 
fast anti-communism, commitment to 
the dream of recovering the mainland 
and the maintenance of social and poli- 
tical stability. 

In the past two years, Chiang added 
a fourth — political liberalisation. By 
virtue of having inherited the Chiang 
family mantle, by his own long years of 
experience in the party, military, intelli- 
gence and economic planning establish- 
ments, Chiang had ample authority to 
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have his way. This was despite consider- 
able unhappiness in the party’s top 
ranks. 

He also was able to ensure that the 
reforms could be promoted without up- 
setting stability. Lee, on the other hand, 
cannot be sure of his own authority in a 
political culture that has always encour- 
aged loyalty to the person, rather than 
to the office. 

He is not entirely without resources, 
however. First is the clear public knowl- 
edge that he was Chiang’s chosen suc- 
cessor. When Chiang chose Lee, an ag- 
ricultural economics specialist turned 
politician, as his vice-president in 1984, 
it shocked the political establishment. It 
also greatly pleased the island’s 85% na- 
tive Taiwanese majority. 

Besides the weight of public opinion 
— an uncertain factor when the KMT 


Lee: delicate task. 





old guard takes its counsel — Lee also 
has the support of many younger, more 
liberal KMT members. They see him as 
the best hope for overcoming opposi- 
tion to the reform process within the 
older, more conservative upper ranks of 
the party. 

On 18 January, Jaw Shau-kong, the 
leader of the KMT Young Turks in the 
Legislative Yuan, launched a petition 
drive in the legislature urging that Lee 
be named acting chairman. Within a 
day, he said he had gained more than 30 
signatures of KMT legislators — al- 
ready a majority of the ruling party’s 
Taiwan-elected seats. 

But to most older KMT members, 
it would be unthinkable for a native 
Taiwanese to serve as both president 
and KMT chairman. This would seem 
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too much a symbol that the KMT had 
forsaken its heritage, no matter what 
rhetoric was used to obscure the point. 

There are two other main candidates 
for the party job. One is Premier Yu 
Kuo-hwa, 74, the conservative former 
central banker whose association with 
the Chiang family goes back more than 
50 years. The other is Huang Shao-ku, 
86, a ranking member of the KMT cen- 
tral standing committee and an old com- 
rade of Chiang Kai-shek. 

Yu is said to be fighting hard for the 
post and now looks to be the strongest 
candidate. But he has many enemies 
among more liberal party members who 
fear his choice would be disastrous for 
the party’s image. 

Huang could be seen as a com- 
promise choice. Although he has im- 
peccable conservative credentials and is 
known to have opposed the lifting of 
martial law last year, his age could make 
him acceptable, simply because he 
would necessarily be a_ transitional 
leader. 

The choice will probably not be 
made until the upcoming 13th Party 
Congress, now scheduled for 7 July. In 
the meantime, the party will be under 
the direction of the central standing 
committee — which is dominated by the 
conservatives — and Lee Huan, who is 
the leader of liberal forces within the 
party and holds the second highest party 
post, that of secretary-general. 

There is little likelihood of a reversal 
of the reforms already achieved. This 
would invite public opposition and pro- 
tests and would also represent a blatant 
rejection of Chiang Ching-kuo’s legacy. 
The main question is whether, in those 
areas where Chiang had not expressed a 
clear position, the reforms to be passed 
by the new leadership could fall well 
short of public expectations. 


$e early evidence has been mixed. 
Meeting for the first time after 
Chiang's death, a high-level 12-man 
party committee — one that had been 
originally convened by Chiang almost 
two years ago — on 18 January debated 
two key issues on the reform agenda. 
One was how to revitalise Taiwan's de- 
crepit parliamentary bodies. 

e other was whether to grant 
Taipei, Kaohsiung and Taiwan province 
the right to directly elect mayors and a 
provincial governor. Currently, all 
| three posts are filled by party appointees. 

Government spokesman Shaw Yu- 
! ming said an initial decision was taken 


to increase substantially the number of 
parliamentary seats chosen by the 
Taiwan electorate and to institute a re- 
tirement system for elderly members 
elected from mainland constituencies. 
Taken together, these steps would help 
strengthen the representativeness of the 
Legislative Yuan and national assembly. 
Whether this will satisfy the wide- 
spread popular demand for complete 
re-election of these bodies, based en- 
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tirely on the wishes of the island’s vot- 
ers, remains to be seen. 

On the second question, the out- 
come appears to be a clear step back. 
Shaw said the mayoral and governors’ 
posts would continue to be appointed, 
but the selection would be approved by 
the city councils or provincial assembly, 
are dominated by the KMT. 

Although other pro-government 
commentators sought to portray this 
move as evidence of the government’s 
determination to continue the reforms, 
it means that — if finally approved — 
the voters will be left with less direct say 
over their local governments than they 
had 20 years ago. In the 1960s, the elec- 
tion of non-KMT candidates in both 
Taipei and Kaohsiung had led the gov- 
ernment to taking away the right to a di- 
rect vote, when the present system was 
started. 

Even though President Lee has been 
on the KMT central committee since 
1976 and a member of the 
standing committee since 1979, 
he has no political base of his 
own. Instead, his standing — 
now that Chiang is dead — de- 
pends on how he gets along with 
what some political analysts are 
calling the “four-legged chair” 
of the collective leadership. 

This consists of four main- 
landers, each of whom repre- 
sent a different constituency in 
the power structure: Lee Huan, 
70, the KMT secretary-general; 
Premier Yu; Gen. Hau Pei-tsun, 
68, whose tenure as military 
chief of staff has lasted longer 
than any of his predecessors; and 
Shen, the presidential palace 
secretary-general, who is 74. 

In that line-up, only Lee 
Huan is unambiguously iden- 
tified as a reformer. His selec- 
tion by Chiang as number two 
man in the party in July 1987 
marked his return to power after years 
in the political wilderness. Despite close 
ties to Chiang, which go back to work- 
ing together in the mainland province of 
Kiangsi in the early 1940s, Lee in the 
mid-1970s offended powerful conserva- 
tives in the military and the party by his 
support for bringing more Taiwanese 
into the KMT's upper ranks and pursu- 
ing political accommodation with oppo- 
sition forces. As a result, he was forced 
out of his party positions in 1977. 


AS taking up the party post last year, 
he became the front man for push- 
ing Chiang's reforms — including the 
lifting of martial law and the ban on new 
political parties — through a reluctant 
KMT hierarchy. For his pains, he 
gained new enemies to go along with the 
old. 

Thus, Chiang's death leaves Lee 
Huan isolated within the top leadership, 
and it is questionable whether he still 
has sufficient influence to help Presi- 
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dent Lee, despite their political affinity. 

Yu and Shen are both in the conser- 
vative camp; in the last six months they 
have been Lee Huan's chief antagonists 
on a number of policy and power 
disputes. In August, Lee persuaded 
Chiang to support a plan to divide the 
3l-man central standing committee 
(CSC) into several specialised sub- 
groups organised according to subject 
matter. 

Intended in part to stimulate the 
CSC's rather somnambulant workstyle, 
the scheme was correctly seen by Yu 
and Shen as a power grab: by coordinat- 
ing the work of the CSC subgroups, Lee 
hoped to gather more power in the 
hands of the party administration, 
headed by himself, at the expense of 
both the executive branch and Shen's 
palace fiefdom. 

Vociferous objections to the plan by 
his opponents failed to prevent its pass- 
age by the committee at the time. But 
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Hau: collective leadership. 





they have so far managed to postpone 
its actual implementation. Now with 
Chiang dead, the scheme seems to have 
died as well. 

As premier since 1984, Yu has 
helped defend Taiwan's creaky and out- 
moded financial system from its many 
critics. He held up the lifting of foreign- 
exchange controls until mid-1987 when, 
under the weight of US pressure and, at 
that time, more than US$60 billion in 
foreign-exchange reserves, he had to 
give way. 

In non-financial areas he has been 
the voice of caution as well. When 
Chiang in August ordered his aides to 
prepare for lifting the ban on travel to 
the mainland, Yu teamed up with the 
military and intelligence leadership to 
limit the scope of the new rules. 

Shen's particular pre-eminence has 
been in the field of foreign affairs. He 
was foreign minister for 15 years in two 
separate periods in the 1960s and 1970s. 
Since resigning the post following the 


US derecognition of Taiwan in 1978, 
Shen has remained the chief voice — 
after Chiang himself — in designing the 
conservative foreign policy that has pre- 
served its ideological purity but that 
has seen Taiwan's stable of diplomatic 
partners decline precipitously. 

Hau Pei-tsun could be said to belong 
to the military wing of the palace fac- 
tion. His career took off after serving as 
Chiang Kai-shek's chief aide-de-camp 
from 1965 to 1970. Because Chiang 
Ching-kuo has allowed him to remain in 
place as military chief of staff for more 
than six years already, compared with 
two or three years for most of his pre- 
decessors, the army general has been 
able to place his people in key command 
posts throughout the military and intel- 
ligence structure. 


A’ a result, Hau has become the key 
figure in determining whether the 
military will remain loyal to the con- 
stitutionally prescribed succes- 
sion process. At present it ap- 
pears it will. He and Defence 
Minister Cheng Wei-yuan cabled 
messages of loyalty and support 
to President Lee on 14 January 
in a gesture that was described 
by some analysts as an attempt 
to calm public uncertainty over 
the military's role. 

Although Hau's own politi- 
cal colouration is unclear, his 
support for the new president 
could well be conditional. In 
Taiwan, a coup is highly unlike- 
ly, as the KMT's political com- 
missar system, the Political War- 
fare Department, makes inde- 
pendent troop movements very 
difficult for even the chief of staff. 

More to the point is whether 
the military might veto further 
reforms if they were thought 
likely to lead to chaos. *Na- 
tional security has to take pre- 
cedence over political reform," said 
Long Yu-hsien, a conservative academ- 
ic with close links to the KMT. “The 
military establishment fears that some 
of the younger KMT members who are 
advocating reform lack experience in 
dealing with the communists," he said. 

One troubling sign came at a meeting 
held at Chiang's residence on the even- 
ing of his death. Among the small group 
of top party and military officials pre- 
sent, some argued for the reimposition 
of martial law, in order to guard against 
possible unrest, following the an- 
nouncement of Chiang's death. 

In the event, the suggestion was re- 
jected. Instead, the new president and 
premier jointly issued a proclamation 
banning street demonstrations for the 
duration of a 30-day mourning period. 
The fact that some of the leadership 
favoured a return to martial law came as 
a disturbing indication of the security 
mind-set, a foreign political observer 
said. Oo 
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Air France recently commissioned a series of artists to capture its new spirit: 
The Fine Art of Flying. This composition titled, Linear Movement. was 
conceived by the Venezuelan artist and world traveller Jesus Soto. His work, 
exploring matter, space and their relationship with time, is on permanent 
exhibition in many museums around the world. 
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THE BMW 750iL V12. THE NEV 


This is the limousine designed for 
those who insist on perfection. A motor- 
ing dream that, sadly, will only come 
true for a few of us. 

Instead, we have to let our imagina- 
tion paint the picture for us. Unsurpassed 
comfort and luxury. And technological 
innovation. The inaudible murmur of 
12 cylinders of unadulterated power. 
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The freedom of the open road. 
For those who will experience this 
sort of driving pleasure, BMW introduces 


a new luxury limousine. The 750iL V12. 


Its 12 cylinder engine is the definitive 
blueprint for state-of-the-art technology. 
No heavier than a conventional 3.5 litre 
6 cylinder turbocharged engine, this 5 
litre 12 cylinder power unit proves that an 


cific Motors. A Divisior 


el: 282900 Philippines Hahn Manila, Manila. Tel 


of EUR-ASUA, Inc. Te 
(32)7412808 Singapore Performance Motors Ltd 


abundance of sophisticated technolo 
doesn t have to carry a weight penalty. 

From a reliability point of view, tl 
/50iL V12 has been designed like : 
aircraft, with each important compone 
having its own separate backup. Ea 
row of cylinders is controlled by its ov 
Motronic management system whi 
governs ignition timing and fuel supply 


671)6465137 Hong Kong BMW Concessionaires (HK) Ltd 


Singapore. Tel: 4698800 





DEFINITION OF PERFECTION. 


Scarcely audible, vibration-free and 
ipremely confident — that's the only 
ay to describe how this performance- 
snscious 12 cylinder develops its power. 

The 750iL V12 boasts another new 
MW feature: a longer wheel-base. 
is means that the rear doors are 
en wider and the extra space at the 
ar adds the ultimate touch of luxuri- 
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ous refinement. There's room for you 
to spread out. To relax. To enjoy. 

Inside, the finish is appropriate for 
a limousine of this stature. Leather 
throughout. Headrests which are auto- 
matically raised as you fasten your 
seatbelt. Climate-controlled air condi- 
tioning which can be adjusted differently 
for the driver or passenger. 


However, it takes a test drive to 
experience the elite new world of 
luxury motoring. Contact your nearest 
BMW dealer and ask for details. We can 
promise you an experience of 
driving pleasure at its fullest. 


BMW 750iL V12 


THE ULTIMATE DRIVING MACHINE. 


rp.. Seoul. Tel: (02)5467301 Malaysia Auto Bavaria Sdn Bhd, Petaling Jaya. Tel: (03)7570722 


|: (02)7 168370 Thailand Continental Aut 


2359948 


Bangkok. Tel: (0: 








Time Flies 


Every minute, every hour, every day 
around the world, aircraft are taking off 
powered by CFM56 engines. These 
powerplants provide record-setting dis- 
patch reliability of better than 99.9%. 
This is performance so dependable, 
millions of travelers could set their 
watches by CFM56-powered flights. 


What's more, CFM56 engines aver- 
age only one visit to the shop every 
3% years. And ten year maintenance 
savings often climb to more than 


$2 million per aircraft. 


In just a few short years, CFM56 

has become a best seller in the world 
of turbofans and a choice for the 
newest generation of aircraft. Time 
flies when you are turning in a remark- 


able performance. 
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Confusing coordinates 


Lao and Thai troops trade shots over disputed territory 


By Paisal Sricharatchanya in Phitsanuloke 


arly on 20 December last year, Suvit 

Marbprasert, a member of Thai- 
land's paramilitary force, the Taharn 
Pran, was scouting entrenched Lao 
army positions near the Thai-Lao bor- 
der when he stepped on a land-mine. 
Both his legs were shattered. Despite 
subsequent amputations, Suvit said 
from his bed at the provincial hospital 
here that he considers himself lucky to 
have survived; many of his comrades 
have not. 

Suvit and 35 other Taharn Pran, 
along with Thai army regulars, have 
been seriously wounded and 25 others 
killed — including three who are miss- 
ing and presumed dead — since the 
Thai army launched a campaign last 
November to dislodge Lao troops from 
a remote, rugged mountain area which 
is claimed by both countries. Protracted 
fighting and heavy casualties on both 
sides have turned this conflict into the 
most serious border dispute since the 
1975 communist takeover in Laos. Al- 
though Vientiane has not disclosed its 
casualties, the Lao side is estimated to 
have suffered at least 50 killed. 

By the second week of January, 
more than two months after the north- 
ern-based Thai 3rd Army Region 
launched Operation Soi Dao — the 
codename for the disputed region — the 
Thais claimed they had regained control 
over 70% of the ground around the 
strategic Hill 1428, the main object of 
fighting, which the Thai Government 
claims is about 2 km inside its territory. 

While the strength of Lao troops al- 
legedly dug in on the Thai side is said to 
have been reduced from a recent peak 
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of about 300 to 150-200, a build-up of 
troops and weapons on the Lao side of 
the border has dashed any hope of a 
quick end to the conflict. Although Lao 
artillery shelling across the border in- 
tensified on 9-11 January, there are 
signs that the worst of the fighting is over. 

Tension on the border is not helped 
by the apparent diplomatic stalemate. 
Although Thailand and Laos have 
publicly professed their readiness to 
negotiate a settlement, neither seems 
prepared to give any ground. 

Still bitter over the way Lao Deputy 
Foreign Minister Souban Sarithirath 
turned the last round of talks in March 
1987 into a propaganda attack against 
Thailand (REVIEW, 9 Apr. '87), 
Bangkok has proposed that the new 
round be convened with an agreed fixed 
agenda, and that Souban be replaced by 
another minister as leader of the Lao 
delegation. Bangkok initially asked that 
the meeting take place in a third coun- 
try, but later agreed to alternating the 
venue between Vientiane and the 
northeastern Thai province of Udon 
Thani. 

A senior Thai Foreign Ministry offi- 
cial said: “If the Lao side wants to talk 
about the current border conflict, we 
will respond positively. The key is a 
fixed agenda, as otherwise the meeting 
can get all muddied up [like in previous 
rounds]." 

In response, Vientiane has insisted 
that there should be no preconditions to 
the talks. The Lao Government also ac- 
cuses Bangkok of trying to lower the 
status of the Lao side by proposing 
Udon Thani as an alternate venue, 
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claiming that it is merely a Thai pro- 
vince whereas Vientiane is the Lao capi- 
tal. Each side has stuck firm to its de- 
mand for the other party to withdraw 
troops from the disputed territory be- 
fore talks begin. 

Thai officials are particularly dis- 
turbed by what they perceive as Vien- 
tiane's instigation of anti-Thai demon- 
strations in Vientiane and Sayaboury pro- 
vince which have been highlighted in 
Lao radio reports. At a rally in Vien- 
tiane on 10 January, 300 students al- 
legedly vowed to “put down their pens 
and pick up arms to fight Thai soldiers.” 
Despite intermittent conflict at the offi- 
cial level since 1975, Bangkok has tried 
to maintain a lenient attitude towards 
people-to-people relations, viewing the 
Lao as having similar ethnic and cultural 
backgrounds as the Thais. 

The conflict has also cast a shadow 
over what otherwise appears to be an 
easing of regional tension. Alongside 
continuing truce talks between Cambo- 
dian resistance leader Prince Norodom 
Sihanouk and the Vietnam-installed 
Phnom Penh regime of Heng Samrin, 
Vietnam has for the first time reduced 
some of its troops in Cambodia during 
the recent annual “troops withdrawal” 
(REVIEW, 31 Dec. °87). Recently, Pe- 
king-based Vietnamese diplomats were 
quoted as saying that the Vietnamese 
withdrawal from Cambodia may be 
completed well before Hanoi's deadline 
of 1990. 


espite Vientiane's claim to be pro- 

tecting its sovereignty, the stiff resis- 
tance put up by Lao troops has puzzled 
diplomatic observers. While they have 
refrained from publicly accusing Viet- 
nam, Thai officials privately believe 
that the latest Lao action could not have 
taken place without at least Hanoi’s 
tacit consent. One plausible explana- 
tion, according to a foreign-affairs 
analyst, is that Hanoi may want to show 
the world that problems in Indochina 
are far from resolved. 

Although 3rd Army commander 
Lieut-Gen. Siri Thiwapant said some 
Vietnamese advisers were involved in 
the conflict, field commanders con- 
firmed that no Vietnamese soldiers took 
part in the fighting. Siri conceded that 
the slow progress in retaking Hill 1428 
was due to the difficult terrain and that 
Lao positions were dug in on strategic 
high ground. Most of the Thai casualties 
are said to have resulted from land- 
mines and close combat. 

Besides the Taharn Pran, the Thais 
have mobilised parts of the Phetcha- 
bun-based 1st Cavalry Division. Field 
sources said F5 bombers had raided Hill 
1428 three times since mid-December, 
though apparently causing limited dam- 
age to enemy positions. 

While both countries have stuck to 
the same 1907 Franco-Siam map, each 
apparently reads differently the local 
land marks on the map. The Thais take 
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the main Hoeng Nga River as the bor- 
der demarcation, whereas the Lao refer 
to another tributary known as Hoeng 
Parman which runs west from Hoeng 
Nga. 

The disputed territory, which Vien- 
tiane claims is in the Boten district of 
Sayaboury, covers about 80 km2, or 
about four times the area involved in the 
1984 conflict over three border villages 
in Uttaradit province to the north. 

Aside from the series of anti-Thai 
rallies and accusations from Vientiane 
that Bangkok was deliberately annexing 
Lao territory as part of alleged “pan- 
Thai” expansionism, observers noted 
that Lao rhetoric is not as harsh as that 
which was used in the three-village dis- 
pute. Vientiane then charged the Thais 
with colluding with the Chinese; this 
time around it claimed the conflict stem- 
med from a collusion between Siri and a 
Uttaradit timber merchant. 

A centre of Thai hill-tribe com- 
munist insurgents in the 1970s, in 1982 
the 3rd Army launched a strategic bor- 
der development programme in the 
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area to resettle more than 100 families 
of Hmong communist defectors at Ban 
Rom Klao village, about 6 km from the 
border. “The area has always been re- 
garded as Thai territory. Our develop- 
ment works have been going on for 
years — the Laotian side never disputed 
this before," a senior officer said. 

Trouble began last May when Lao 
troops allegedly attacked a logging op- 
eration near Ban Rom Klao and later 
kidnapped seven Thai villagers from 
another village to the south, one of 
whom was said to have been killed while 
trying to escape — the others were later 
set free. A more serious incident occur- 
red in August when about 200 Lao 
troops allegedly attacked a Taharn Pran 
base at Ban Rom Klao. 

Siri claimed the military initially 
tried to persuade the Lao intruders to 
leave Thai ground; Operation Soi Dao 
was subsequently launched in No- 
vember after it became clear Lao 
troops had fortified their positions and 
were intent on holding out. Oo 
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DEFENCE 


Chun’s parting shot 


Outgoing president makes key military appointments 


By John McBeth in Seoul 


T he turn of the year is normally the 
time for promotions and retirements 
in the South Korean army. But recent 
changes to three key commands and 
rumours that another may be imminent 
have intrigued the military community, 
mostly because they come only two 
months before President Chun Doo 
Hwan hands over power to his elected 
successor, former four-star general Roh 
Tae Woo. 

Sources say Roh was not consulted 
directly — and perhaps may have ex- 
pected to be, given the fact that all three 
confirmed appointments affect units 
which have either traditionally served as 
the presidents power base or which 
form the core of the country’s main de- 
fence line. 

These include the powerful Defence 
Security Command (DSC), which Chun 
himself headed before he came to 
power in 1980, the Capital Garrison 
Command, a two-division formation re- 
sponsible for security in the Seoul area, 
and the Third Army, whose 12 divisions 
guard the crucial northwest invasion 
corridor between Seoul and the De- 
militarised Zone. 

“From what we can work out, it was 
pretty much Chun’s show and Roh had 
little to do with it,” a Western analyst 
said. “When you consider Chun’s 
character, however, thats nothing 
new.” There has been some speculation 
in recent weeks that the outgoing presi- 
dent may be seeking to appoint people 
who will either protect him during his 
post-retirement period or allow him to 
retain some behind-the-scenes influ- 
ence. 

But it is difficult to tell from the pat- 
tern of promotions what, if any, motiva- 
tion lay behind them. “There are a few 
cases where it could have been done dif- 
ferently,” the analyst said. “None [of 
the appointments] are bizarre, but when 
you look at them they do show Chun’s 
hand. It seems clear he is passing out re- 
wards.” 

This is thought to apply in particular 
to DSC commander Lieut-Gen. Koh 
Myung Sung, who has been promoted 
to full general and takes over command 
of the Yongin-based Third Army. A 
member of Chun’s inner circle of advis- 
ers and one of the few senior generals 
from the troublesome Cholla region, 
the Korean Military Academy (KMA) 
Class 15 graduate moved to the DSC in 
1985 after serving two years as Capital 
Garrison commander. Said one source 
familiar with the relationship: “He is 
loyal and diligent and has helped the 
president through a lot of crises.” 


Other key changes: 

» Former 7th Corps commander Maj. 
Gen. Choi Pyung Uk (KMA Class 16 
replaces Koh as head of the DSC, a mili. 
tary intelligence nerve-centre which i: 
generally disliked even inside the army 
Choi is a classmate of Chang Se Dong 
former director of the civilian Agency 
for National Security Planning (NSP 
formerly the KCIA ). 

» Capital Garrison Command chie! 
Lieut-Gen. Kwon Byung Sik, become: 
army vice—chief-of-staff for what wil 
probably be his last two years in service. 
Another KMA Class 15 graduate. 
Kwon is a former superintendent of the 
Third Military Academy in Taegu — an 
alternative school for officer candidates 
who fail to be accepted at the KMA. 

» Maj.-Gen. Kim Jin Hyung succeeded 
Kwon at the Third Military Academy 
and now moves in his footsteps again to 
assume control of the Capital Garrison 
Command. Kim is leader of KMA Class 
17, which now counts a disproportion- 
ate number of generals in its ranks. 

Speculation also surrounds the fu- 
ture of army chief-of-staff Gen. Park He 
Do, whose July 1987 comments about 
opposition leader Kim Dae Jung 
created a storm of controversy. Western 
and South Korean experts say he is ex- 
pected to be replaced in the next few 
months by Taegu-based Second Army 
commander Gen. Lee Chong Ku, à 
KMA Class 14 (1958) graduate. Until 
recently, it had been suggested Park 
might stay on until the Olympic Games 
in September. 

The chief-of-staff was called before 
the national assembly defence subcom- 
mittee to offer an explanation after he 
had told an informal gathering of jour- 
nalists on 16 July that “something un- 
happy might happen" if Kim ran for the 
presidency. During the same off-the-re- 
cord session, later leaked to the foreign 
press, a one-star general half-jokingly 
warned that a hand grenade might be 
tossed into Kim's house. 

Coming only two weeks after Chun 
approved Roh's 29 June democratisa- 
tion package, both remarks went over 
like a lead balloon and brought renewed 
calls from opposition leaders and em- 
boldened editorial writers for the mili- 
tary to stay out of politics. 

Park, who replaced current Defence 
Minister Chang Ho Yong in the army's 
most powerful post in December 1985, 
became a divisional commander follow- 
ing the December 1979 coup that 
brought Chun to power — and Roh into 
line for the succession. He is the last 
serving officer from Class 12, which also 
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included Seoul Olympic Organising 
Committee president Park Se Jik and 
senior ruling Democratic Justice Party 
(DJP) legislator Park Jun Byung, whose 
20th Division restored order following 
the bloody 1980 Kwangju uprising. 

Publicity about the annual reshuffle 
has only centred.so far on the 28 De- 
cember appointment of former Third 
Army commander Gen. Choi Sae 
Chang, 53, as the new chairman of the 
Joint Chiefs of Staff — the highest posi- 
tion in the military, but one which has 
more to do with policy and finances than 
actual operational control. The KMA 
Class 13 (1957) officer is US-trained and 
holds a master’s degree in business ad- 
ministration. He replaced the retiring 
Gen. Oh Ja Bok, one of the few Korean 
War veterans to be still serving in the 
army hierarchy. 

The elevation of Kim to the Capital 
Garrison Command was perhaps pre- 
dictable considering that Class 17 has 
probably been closer to Chun than any 
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South Korean-manufactured tanks 


other class during the past seven years. 
The other three-star general in the class 
is newly named 6th Corps commander 
Lieut-Gen. Im Min Cho, whose career 
has paralleled that of Kim as part of 
what appears to be a deliberate promo- 
tion policy. 


i.» V 
: acceptance 


erhaps the best-known figures in 

Class 17 are brothers Huh Hwa 
Pyong and Huh Sam Soo, retired brigadi- 
ers who were key playersin Chun's 1979- 
80 power game and later served for two 
years as his political advisers until there 
was a falling-out. Both are now back in 
Seoul after spending the past few years 
in the US. Huh Sam Soo completed a 
fellowship at Stanford University in the 
US last year, and his brother worked 
with the conservative Heritage Founda- 
tion think-tank in Washington. 

Huh Hwa Pyong raised eyebrows in 


South Korean political circles last 
November when he wrote a 5TH COL- - 
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of reforms. 


UMN article for the REVIEW defending 
the military's intervention in politics 
and claiming it had found acceptance 
among the majority of South Korean 
people. Summarising his argument, 
Huh maintained that as the major 
underwriter of South Korean society, 
the military elite could not stand outside 
the framework of political develop- 
ment, but had to form an integral part of 
It. 

Despite their earlier rift with the 
presidential Blue House, the brothers 
maintain ties with Chun and are now 
said to be among more than 1,400 hope- 
fuls who have applied for DJP candi- 
dacy in the forthcoming national assem- 
bly elections. Political sources say Huh 
Hwa Pyong has his eyes on Pohang, 
birthplace of South Korea's steel indus- 
try, and Huh Sam Soo wants to stand in 
Pusan. 

Specialist sources on the South Ko- 
rean army say that Class 17 officers are 
"a pretty competent bunch" and that 





while they may have an edge in the 
promotion list, it can still be considered 
commensurate with their length of ser- 
vice. The sources also point out that 
with so-called key unit commands, a 
conscious balance appears to have been 
struck by appointing graduates from a 
variety of classes. 

This becomes readily apparent in the 
wide-ranging reshuffle, with JCS chief 
Choi and chief-of-staff prospect Lee 
representing earlier intakes; Class 15 
now close to monopolising the three 
field armies; class 16 and 17 offic- 
ers occupying corps commands: and 
class 18 and 19 generals in divisional 
slots. 

Much interest is expected to focus on 
how Roh works with Choi in his pledge 
to readjust the functions of the DSC, 
which past presidents have used to 
monitor loyalty in the ranks and also as 
an investigating body looking into cases 
often outside the military's domain. *A 
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lot of people think it is overly pervasive 
because its charter has grown too vague 
and too large,” said an expert, who ex- 
pects there to be some scaling-back of 
its activities — particularly in the way a 
DSC operative looks over a battalion 
commander’s shoulder and influences 
what he does. 

Some analysts believe Roh could re- 
duce the DSC’s role merely by balanc- 
ing the advice he gets from party inti- 
mates with that offered by his security 
advisers, including the head of the civi- 
lian NSP, who reports directly to the 
Blue House. After all, the president- 
elect will have a different constituency 
than Chun, one which will be subject a 
lot more to political pressures. 


Bus there is nothing irregular 
about the promotions and it is still 
clearly in Chun's authority to do what 
he pleases, Roh has little alternative but 
to acquiesce. In the end, however, it 
might not make much difference, sim- 
ply because to a large extent he and 
Chun share similar loyalties. 

One change Roh is almost certain to 
have a hand in is that of the chief of the 
presidential security force, which is re- 
sponsible for guarding the presidential 
mansion and surrounding woodland in 
northern Seoul. Like Koh, the current 
commander, Anh Hyun Tae, is another 
Cholla native whose loyalty Chun has 
been able to rely on implicitly because 
he is not part of the dominant officer 
corps grouping from the rival Kyong- 
sang region. 

Military sources believe the presi- 
dent-elect will have little serious opposi- 
tion to his reform programme and that 
there is already a grudging acceptance 
of the fact that post-retirement employ- 
ment opportunities will not be so freely 
available as before. 

Significantly reducing military perks 
would not earn him friends. But the 
source believes Roh would also come 
under considerable pressure if he de- 
cided on an all-encompassing amnesty 
for political prisoners, several hundred 
of whom are considered to be hard-core 
radicals with suspected links to North 
Korea. 

Although Roh and Chun remain on 
good terms personally, the very nature 
of the situation makes their working re- 
lationship difficult as the time for the 
handover draws closer. The president 
may have alluded to this recently, when 
he told the Blue House press corps he 
would fulfil his duties as chief executive 
until “the last moment" of his seven- 
year tenure. 

Later, in an illuminating aside, he 
acknowledged that at times he did not 
feel like giving up the presidency simply 
out of anger over the way his critics had 
intensified their attacks on him. “I think 
that to abandon political power is more 
difficult than to seize it," he said. *And 
greater courage is needed in abandon- 


ing it." Oo 
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MALAYSIA 


Judging the judges 


Lord president defends independence of bench 


By Suhaini Aznam in Kuala Lumpur 


T appointment of two new Malay- 
sian High Court judges on 11 
January provided a chance for Attor- 
ney-General Tan Sri Abu Talib Othman 
to remind judges to refrain from speak- 
ing their minds out of court — senti- 
ments repeatedly expressed earlier by 
Prime Minister Datuk Seri Mahathir 
Mohamad. This prompted a rebuttal 
“not in the spirit of confrontation but as 
a clarification," from the usually re- 
strained Lord President Tun Mohamed 
Salleh Abas, the country's most senior 
judge, who until then, had studiously 
stayed away from the executive-judicial 
sparring of past months. 

“It is unfortunate if the trust and 
confidence the public has in the actual 
function of the judiciary is undermined 
as a result of the urge to champion free- 
dom in secondary matters," the New 
Straits Times quoted Talib as saying at 
the elevation of the two judges. 

*Independence of [the] court does 
not necessarily mean deciding a case 
against the state," Talib said, quoting 


Talib: reminder to judges. 





H. R. Khanna, an eminent judge in India. 
*Sometimes a notion prevails that the 
more a judge decides cases against the 
state, the more independent he is. This 
is a wholly misleading notion . . . Inde- 
pendence means dispensation of justice 


without fear or favour." Talib added. 

Under pressure, a judge might forget 
the ideals of his position and be influ- 
enced by his emotions, Talib cautioned. 
* Although the verdict might be legally 
sound, the judgment might contain side 
comments or reflect personal opinions 
of the judge which might offend certain 
groups." 

Talib's remarks set lawyers abuzz 
again, even as it marked the close of an 
administrative reshuffling of judges 
which had earlier set legal tongues wag- 
ging (REVIEW, 14 Jan.). The two new 
appointments completed that exercise 
and, briefly, tensions seemed to ease as 
legal circles looked to two important 
suits due in January — one naming the 
government and the other naming the 
dominant government. party, the 
United Malays National Organisation, 
as defendants. 

“Our independence appears to be 
under some kind of threat," observed 
Salleh the very next day. Recent com- 
ments had not only embarrassed the 
judiciary but questioned its neutrality 
and very value as an institution, he said 
at the launching of two law books, one 
of which he had co-edited. “It is very 
much to be regretted if a court decision 
is to be understood as an act of hostility 
against the government if it loses the 
case or as a proper decision only when it 
wins it." 





BANGLADESH 


The poll palliative 


Opposition turns down Ershad's election offer 


By S. Kamaluddin in Dhaka 


angladesh President H. M. Ershad 
wants to take the country to the 
polls and the Election Commission has 
announced a date, but the mainstream 
opposition parties have refused to take 
part, claiming that no fair election is 
possible *under this government." 
However, Ershad has reiterated that 
parliamentary polls will be held on 3 
March as scheduled, whether his op- 
ponents want it or not. The president 
said that the democratic process cannot 
be “allowed to be impaired by the 
whims of a section of political parties." 
The major opposition groups have 
been agitating for Ershad's resignation 
since last November. When the agita- 
tion became widespread and turned vio- 
lent, the president declared emergency 
rule on 27 November 1987 — suspend- 
ing fundamental rights and banning po- 
litical activity. On 6 December he dis- 
solved parliament — the constitution 
requires that a general election be held 
within 90 days of a dissolution. 
According to the Election Commis- 
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sion, nomination papers are to be filed 
on 20 January and the month-long elec- 
tion campaign can start after 27 
January, the last date for withdrawal of 
nominations. Before the formal cam- 
paign begins, the government is expect- 
ed to lift the state of emergency and re- 
store fundamental rights. 

There has been considerable specu- 
lation that the authorities might allow a 
face-saving gesture to the major opposi- 
tion groups and change the date of poll- 
ing so that they can join the polling 
fray. However, two weeks before the 
nomination date, the mainstream oppo- 
sition alliances refused to budge from 
their boycott of the election, but ap- 
peared uncertain over their joint stra- 
tegy. 

Earlier the three opposition groups 
— an eight-party alliance led by Sheikh 
Hasina's Awami League, a seven-party 
group headed by Khaleda Zia of the 
Bangledesh Nationalist Party (BNP) 
and an alliance of five leftwing parties 
— had decided to launch a two-week 


programme of strikes and demonstra- 
tions beginning 5 January, but they have 
been tardy in implementing it. The 
Awami League grouping is said to have 
scuttled the programme which could 
have generated large-scale violence, 
fearing that any such “decisive” move 
could lead to a takeover by "extra-con- 
stitutional forces" — meaning the army. 
The Awami League is the army's arch 
political foe, while the BNP has some 
close ties within the military. Therefore, 
the Awami League feared that the BNP 
could score an advantage. 

Earlier the pro-Moscow Communist 
Party of Bangladesh — which belongs to 
the Awami League grouping — had 
proposed a five-day general strike, but 
backed out of it later. However, Rashed 
Khan Menon and Hasanul Huq Inu — 
leaders of the five-party leftwing group- 
ing — hammered out a deal for a gen- 
eral strike on nomination day. 


0O? its part, the ruling Jatiya Party 
(JP) is making hectic preparations 
for the polls. About 1,200 people have 
applied for the JP tickets and the party’s 
five-member parliamentary board 
headed by Ershad, who is also the JP 
chairman, has begun screening prospec- 
tive candidates including sitting minis- 
ters and MPs. 

Meanwhile, a motley group of 76 po- 
litical parties has formed a so-called 
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The recent utterances aimed at the 
judiciary reflect the “delicate, sensitive, 
if not altogether precarious” relation- 
ship between judiciary and executive in 
any society which believes in judicial in- 
dependence, he noted. To say that deci- 
sions are coloured by “the emotional 
and psychological attitudes of judges is 
. . . not only a misconception of what 
the law is but also an unfair criticism." 

“Not only must the subjects have 
confidence in the judiciary, the execu- 
tive and the legislature too should not 
do anything which could undermine 
that confidence," Salleh added. “In this 
connection we need no reminders from 
the attorney-general, nor from anyone 
else, as to our responsibilities and 
duties," he added to loud and long 
applause from lawyers and law lecturers 
in the audience. The judges in the front 
row beamed their approval. 

* Judicial independence must not be 
seen as a national liability but as a single 
most important national asset," stres- 
sed Salleh. Responding to oft-heard re- 
minders from politicians that it is parlia- 
ment, and not the judiciary which 
makes laws, Salleh said that since the 
constitution is the product of the will of 
the people and since the constitution 
names the judiciary ultimate interpreter 
of law, it is the will and the wish of the 
people which judges continue to 
serve. 












combined opposition group (COG) to 
contest the upcoming elections. The 
COG has been organised by A. S. M. 
Abdur Rab, wbo has been called the 
"loyal" opposition leader and heads a 
leftwing faction of his own. The state- 
controlled media has been giving promi- 
nence to the COG, but most of its com- 
ponent parties have few members and 
little public following. 

Energy Minister Anwar Hossain, 
whose family owns the mass-circulation 
Bengali daily newspaper /ttefaq, has 
justified the election as a means of solv- 
ing the crisis through the democratic 
process and believed that the 
mainstream opposition alliances would 
eventually take part. 

Shah Moazzem Hossain, the secret- 
ary-general of the JP and a deputy 
prime minister, boasted that in a “free 
and fair” election his party would secure 
up to 80% of the popular vote. He added: 
“The people have realised that only 
President Ershad can deliver the goods.” 

However, both Hasina and Khaleda 
have maintained that elections without 
the participation of the two largest par- 
ties — the Awami League and the BNP 
— would be farcical and would not solve 
the political crisis. Diplomatic analysts 
also are sceptical about the govern- 
ment’s rationale for holding elections 
before settling political differences with 
the opposition. Oo 
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Clearing the 
highway 


Court decides in 
government’s favour 


By Nick Seaward in Kuala Lumpur 


he Malaysian Government and 

United Engineers (Malaysia) Bhd. 
(UE), have won their appeal in the Su- 
preme Court against a civil suit brought 
by jailed opposition leader Lim Kit Siang, 
which had prevented them from signing 
a firm contract for the completion and 
operation of the country’s M$3.4 billion 
(US$1.34 billion) north-south highway. 

The five judges came to their land- 
mark, 3-2 majority decision on 15 
January, after two days of delibera- 
tions. Lim’s counsel and fellow detainee 
under the Internal Security Act, Karpal 
Singh, was temporarily released to rep- 
resent him at the 
hearing. 

In allowing 
the appeal, the 
judges have effec- 
tively put a lid on 
public-interest 
litigation by pri- 
vate individuals 
against the gov- 
ernment. Lord 
President Tun 
Mohamed Salleh 
Abbas, who 
voted in the gov- 
ernment’s fa- 
vour, said that 
Lim had no locus 
standi to bring the 
suit: it should 
only have been 
initiated by the 
attorney-general. 

Giving his 
judgment to a 
packed court, 
Salleh added that it was not the duty of a 
civil court to decide whether or not 
Lim's allegations of corruption were 
true. He said that responsibility for 
bringing a criminal suit also remains 
with the attorney-general: “If he fails in 
his duties it is not for us to say how he 
should be censured." (Earlier in the 
hearing, Attorney-General Tan Sri Abu 
Talib Othman confirmed a police report 
had been made and investigations into 
allegations of corruption in the award of 
the contract were continuing.) 

In dissenting judgments, Tan Sri Ab- 
doolcader and Datuk George Seah said 
that Lim had a right to bring the suit, as 
the allegation affected the public and in- 
volved large sums of money. Seah 
added that the rules of locus standi had 
been designed to keep “busybodies” out 
of the courts but Lim had a duty to the 
people as a member of parliament. oO 


Salleh: lid 
on litigation. 
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FOREIGN RELATIONS 


Good ‘chemistry,’ bad politics 


Japanese premier fails to dampen US criticism over trade 


By Nayan Chanda in Washington 


espite a valiant effort by the US 

State Department to depict Prime 
Minister Noboru Takeshita’s Wash- 
ington visit as a great success, discor- 
dant voices from within the Reagan 
administration and harsh criticism from 
some congressmen took the shine off 
the trip. By failing to deliver anything 
substantive on US-Japan trade issues 
after raising expectations of fresh ini- 
tiatives, Takeshita may only have 
strengthened the case of those in the US 
calling for trade retaliation against 
Japan. 

The fact that Takeshita did not bring 
with him any dramatic proposal to open 
the Japanese market to American goods 
and services overshadowed the good 
news he brought about increased 
Japanese defence spending, develop- 
ment aid and a promise to cut Japan’s 
trade surplus with the US by a sixth. 

It was inevitable that both 
Washington and Tokyo would try to 
demonstrate that the cosy, first-name 
relationship, epitomised by the so-call- 
ed “Ron-Yasu” nexus between Presi- 
dent Reagan and former prime minister 
Yasuhiro Nakasone, continued unbro- 
ken in a new “Ron-Noboru” relation- 
ship. (One wag said that the reason 
Reagan had to use Noboru was because 
he found Takeshita too difficult to pro- 
nounce, as evident during the White 
House welcoming ceremony. ) 

Even before Takeshita arrived, ad- 
ministration officials noted that Reagan 
and Takeshita shared a similar sense of 





humour and liking for 
anecdotes. Reagan said 
he has established an 
“excellent personal rap- 
port” with Takeshita. 
Others remarked on how 
the two got on well and 
how the “chemistry was 
right.” 

In the administra- 
tion’s zeal to prove how 
warmly Reagan viewed 
his new-found friend, it 
arranged a second meet- | 
ing between them — a 
"spontaneous" invita- 
tion to Takeshita and his 
wife for tea at the presi- 
dents family quarters. 
Sources, however, told 
the REVIEW that the sec- 
ond meeting had all along been sche- 
duled but not marked on the official 
programme. “The State Department,” 
commented one congressional aide, 
“has scaled a new height in phoniness.” 

The major problem was the gap be- 
tween the US and Japanese expecta- 
tions for the trip and, more importantly, 
the gap between the State Department 
and Defence Department’s perception 
and that of trade-related US agencies. 
While the Japanese viewed the 
Takeshita visit as a routine tour by a 
newly elected prime minister, the ex- 
pectation in Washington was that he 
would come bearing gifts; that conces- 
sions would be offered to ease US con- 








Takeshita: no dramatic proposal. 


cern about Japanese protectionism. 

In his own prepared remarks, 
Reagan praised Takeshita’s “significant 
plans for expanding Japanese domestic 
demand and stimulating growth,” and 
his promise to increase Japan’s foreign- 
assistance budget next year to an 
amount second only to that of the US. 
Reagan said: “I was 
pleased with his assur- 
ance that he intends to 
resolve a particularly dif- 
ficult trade issue, the 
problem of access for the 
US construction indus- 
try, in a satisfactory man- 
ner.” 

The closest Reagan 
came to reproaching 
Japan was when he 
stressed "the urgency of 
expanding opportunities 
for US farmers and other 
exporters at a time of in- 
creasing pressure for 
protectionism here in the 
United States." 

Takeshita, for his 
part, stressed the posi- 
tive side of the US-Japan 
relationship with “the unshakeable 
security arrangements as the cor- 
nerstone.” He also noted that Japan has 
continued to increase its host nation 
support for US forces in Japan. The 
Pentagon was happy. In a statement, 
US Defence Secretary Frank Carlucci 
commended the Japanese Government. 

Officials of the State and Defence 
departments proudly point to the 5.2% 
growth in Japan’s defence budget as a 
result of their prodding. “The most im- 
portant thing is that it is buying a nice 
defence capability,” said James Auer, a 
Pentagon Japan specialist. “By the 
1990s, Japan will have a darned good 
capability to detect every single Soviet 





Low-key satisfaction 


By Charles Smith in Tokyo 


J apanese Prime Minister Noboru 
Takeshita’s visit to Washington — 
his first to any Western country since he 
became prime minister in November 
last year — is seen in Tokyo as having 
achieved most of its targets, despite the 
generally low-key style of the discussions. 
Unlike former prime minister 
Yasuhiro Nakasone, whose impromptu 
remarks on similar trips sometimes got 
him into trouble, Takeshita seems to 
have stuck to his brief during his single 
two-hour summit session with President 
Reagan and during a subsequent press 
conference. This, apparently, did not pre- 
vent him from achieving the much sought- 
after *personal rapport" with Reagan. 
Japanese officials claim that the two 
men used first names throughout their 
meeting — in contrast with their first 
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telephone conversation last November 
when Takeshita is said to have been 
painfully reticent. The content of the 
summit appears to have been more 
specifically focused on bilateral trade 
friction and less *global" in nature than 
Japanese Foreign Ministry officials had 
planned. But Takeshita seems to have 
shown some political skill in his handl- 
ing of Reagan on thorny issues such as 
agricultural reform and the admission of 
US construction companies to Japan's 
public-sector construction market. 

On the vexed issue of beef and 
orange imports, where the two coun- 
tries face extremely tough negotiations, 
Takeshita stressed that “consumer in- 
terests" would have to be taken into ac- 
count in Japan's search for an agree- 
ment. This seemingly innocent com- 


ment attracted attention from editorial 
writers in Tokyo who see the govern- 
ment's policy to date as having been 
100% producer-oriented. 

Takeshita's cautiously worded pro- 
nouncements on bilateral trade might 
have made a better impression in Wash- 
ington if Japan's Central Union of Farm 
Cooperatives (Zenchu) had not used 
the occasion of his visit to announce that 
it may retaliate against US pressure for 
liberalisation of beef and orange import 
restrictions by cutting back on US feed 
grain imports. Nevertheless, Takeshita 
seems to have been able to give the im- 
pression that he is a “reliable” leader 
who delivers what he promises — unlike 
Nakasone whose promises were not al- 
ways matched by performance. 

In the area of exchange and interest 
rate policy, where Takeshita in effect 
gave an undertaking to cut Japanese in- 
terest rates in return for a US promise to 
stabilise the dollar, confidence in his 
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ship and aircraft, and combine that with 
hi-tech US weapons capable of hitting 
targets with extreme precision, we will 
have a solid defence against the 
Soviets,” he added. 

Such satisfaction is not shared by 
trade, industry and agriculture-related 
agencies of the government, nor by 
most congressmen and senators trying 
to cope with pressure from their con- 
stituents. The report, on the eve of 
Takeshita’s arrival, that he was bringing 
a new proposal that would enable US 
construction companies to bid in 
Japan’s US$60 billion government con- 
struction programme raised hopes 
which, however, were quickly dashed. 


T American sense of disappoint- 
ment was heightened by a senior ad- 
ministration official who had conveyed 
the impression that the vexed issue of 
American access to the Japanese con- 
struction market would be resolved dur- 
ing the visit. But when the trip ended, 
the embarrassed official explained to 
the press that the issue was never ex- 
pected to be resolved. *We are going to 
resume the discussion, is what I meant," 
he said, and added that while the 
Japanese proposal “provides a 
framework for continuing. discussions 
and hopefully a sollen," much re- 
mained to be clarified. : 

State Department sources told the 
REVIEW that apart from construction, 
two other contentious issues were on 
the way to being resolved. Takeshita 
told Reagan that Japan ld accept 
Gatt's verdict on eight out of tems of 
agricultural trade on wh b. 
found to be in violation of G 
This would open the. Tapanese 
for foreign farm produc! 
those from the US. Takes ita 
promised to partially lift the dota. on 
beef and citrus fruits that would enable 












ability to deliver could be of crucial im- 
portance. Lower Japanese rates are 
seen as crucial to maintain a flow of Ja- 
panese capital to the US — which in 
turn boosts the dollar — but his under- 
takings to raise or lower rates have 
sometimes been explicitly repudiated 
by the Bank of Japan. 
In contrast with his “risky” under- 
taking on interest rates, Takeshita 
clearly stands to win credit at home for 
his success in persuading Reagan to | 
agree to an arrangement under which 
the US may swap some US$7 billion | 
-worth of IMF special drawing rights 
(SDRs) with Japan for yen, which can 
‘then be sold by the Federal Reserve to 
support the dollar exchange. Although 
modest in size, the SDR agreement is a 
clear sign that Washington is readier 
_than in the past to join Japan in market 
intervention to support the dollar. Reagan 
and Takeshita both described further 
falisinthe dollaras *counter-productive." 
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US farmers to tap the upper end of the 
US$2-3 billion Japan beef market. 
However, lacking any concrete mea- 
sures, this “good news" was likely to be 
received with as much scepticism as was 
the plan on opening the construction 
field. 

In any case, the effort to put a gloss 
on the visit was soon spiked by a 
cabinet-level official. In a radio inter- 
view on 14 January, while Takeshita 
| was still in Washingfon, US Trade Rep- 
| resentative Clayton Yeutter said that 
| Japan's new proposal on the construc- 
| tion industry “does not meet our needs." 
| Sources said that with the exception of 
| the State and Defence departments, 
| most government agencies are ready to 
| recommend sanctions against Japan. 
| 
| 
| 
| 
| 
| 


As one analyst pointed out, the dam- 
| age to US-Japan trade relations has 
been so great as a result of the cumula- 
tive effects of barriers, broken promises 
and security breaches, that a single visit 
— Or concession — is not going to re- 
medy it. Most observers agree that as it 
took many years to come to this stage of 
acrimonious impasse, so it will also take 
| a long time to return to happier days. 

But as one frustrated administration of- 





| ficial said; “I don’t think the Congress is 
| listening.” 

| Takeshita's proposal on opening the 
| construction market is seen as tan- 
| tamount to saying “let’s keep talking.” 
| As Sen. Frank Murkowski, a critic of 
| Japanese trade policy, bluntly put it: 
| “Well, we have been talking. We have 
| been talking for two years. The Japanese 
| market is just as closed today as it has al- 
s | ways been." Murkowski repeated his call 
| for the administration to begin an investi- 
| gation of Japan's unfair trade practice 
ur under Section 301 of the US Trade Act of 
1974. Sanctions against Japan would be 
required if it is found to be in breach of 
this law. 





Despite the efforts of the Foreign 
| Ministry before the visit, Takeshita ap- 
| parently arrived in Washington without 
having done the political spade work 
which would have allowed him to an- 
nounce major increases in Tokyo's con- 
tribution to the cost of maintaining US 
troops in Japan. The US, however, was 
apparently satisfied that Tokyo now 
plans to put through parliament the 
necessary legislation. 

Reagan's response to Takeshita’ S 
broader undertaking to “do more” to 
| recycle Japan's surpluses and to help re- 
lieve Latin American debt problems 
also seems to have been positive but, 
like many others, Reagan is probably 
| still waiting to discover whether Japan’s 
|n new leader is capable of offering much 
| more than vague generalities. In this 
| sense, the Washington visit may have 
| 





failed to solve one of Takeshita’s more 
basic problems — a lack of confidence 
in his grasp of foreign affairs. 


preted as acknowledging that the army | 


| PAKISTAN 


Prisoners of 
indecision 


Junejo treads warily on 
martial-law detainees 


By Husain Haqgani in Islamabad - | 
he Pakistant Government is- ina 








victed by military courts durin; 
1977-85 martial-law regime. Many: 


them were sentenced for merely de- | 
While i 





manding an end to martial law. Whik 
Prime Minister Mohammad Khan - 
Junejo has promised to review the cases- 






of these political prisoners, an mem P 


ment to the constitution made at^ 
time of restoring civilian rule blocks the 
judicial review of decisions made during | 
martial law. 

Junejo is reluctant to revoke the 
amendment for fear of a conflict with 
the military. Instead, a cabinet commit- 
tee has reviewed these cases and iden- 
tified those awarded long sentences by 
military tribunals for non-violent ac- 
tivities. The government proposes. to 
grant pardons or remissions to provide 
relief to these “hardship” cases. But 
opposition parties and international 
human-rights groups are urging the an- 
nulment of the sentences and retrial, if 
necessary, by civilian courts. 

There are an estimated 400 martial- 
law prisoners, some of whom were sen- 
tenced to as long as 25 years in prison 
after summary trials by courts headed 
by colonels or majors with no legal 
background. | 

Civilian authorities are sympathetic 
to the release of those sentenced for 
putting up posters or attending political 
meetings and rallies. But human-rights 
groups say even those convicted for sub- 
version or terrorism are entitled to a re- 


trial. According to London-based Am- 


nesty International (AT), military courts 
had failed to provide fair trials because 
of their lack of independence and im- 
partiality. 

These courts accepted as gidans 
testimony reportedly extracted under 
duress, restricted the prisoners’ defence 
rights and denied the right to appeal to a 
higher tribunal. AI has also declared as 
inadequate the government's attempts 
at executive review, saying the prison- 
ers must be given the option of legal 
redress by the judiciary. Junejo's di- 
lemma is that he cannot revoke judg- 
ments of military courts without offend- 
ing the military. 

It is one thing to say that there might 
have been some miscarriage of justice 
and therefore justify review of indi- 
vidual cases, but to annul the entire 
military-court process might be inter- 




















nema 





had trampled the principles of justice. 
Although Junejo has gradually asserted 
civilian authority, he is reluctant to 
open old wounds and start a new debate 
on the army’s role in power. 

Attempts by the martial-law prison- 
ers to secure help from the country’s 
superior courts had been largely unsuc- 
cessful until a recent judgment by the 
Lahore High Court which permitted 
review in cases involving malafides. Be- 
fore the Lahore ruling, the courts had 
taken the position that they could not 
review actions taken by the martial-law 
regime which have been validated by 
the amendment to the constitution. 


the court’s jurisdiction was not limited 
in cases involving malafides. It agreed 
to hear a petition by former Punjab gov- 
ernor Ghulam Mustafa Khar — who is 
serving a sentence awarded by a military 
court — on grounds of malice, paving 
the way for similar petitions by other 
prisoners. 

The issue of martial-law prisoners 
has received attention from the Euro- 
pean Parliament and the International 
Commission of Jurists. Last year, EC 
Commissioner Claude Cheysson told 
the European Parliament that Junejo 
had undertaken to refer all political sen- 


Militants pushed aside 


Economic crisis strengthens the hand of civilian rule 


By Hamish McDonald in Sydney 


he ethnic Fijian nationalists whose 

cause impelled last year’s military 
takeover are being pushed aside after a 
brief spell of power, as the severe eco- 
nomic setback resulting from Fiji's poli- 
tical turmoil strengthens the hand of 
veteran Prime Minister Ratu (Chief) Sir 
Kamisese Mara in attempts to edge the 
country back to civilian rule. 

The more extremist elements of the 
Taukei (owners of the land) movement, 
which insisted on indigenous Fijians 
having unchallenged political domi- 
nance over the narrow majority of In- 
dian-race and other immigrant groups, 
have fallen out with moderates and with 
the army commander, Brig. Sitiveni 
Rabuka, whose seizure of power had 
been motivated by sympathy with their 
goals. 

Rabuka has indicated that the per- 
formance of certain nationalist leaders 
in his ministerial council had been one 
reason for his decision to hand back 
power to civilians on 9 December 1987, 
with former governor-general Ratu Sir 
Penaia Ganilau appointed president 
and Mara the prime minister in an in- 
terim republican political structure. 

Mounting evidence of economic 
damage was also behind Rabuka opting 
to retreat to a power-broking role in 
Mara’s new cabinet as minister for 
home affairs (in charge of both the de- 
fence forces and police) with three other 
army officers holding minor portfolios. 
Reserve Bank of Fiji (the central bank) 
governor Savenaca Siwatimbau has 
since said that Fiji's economy con- 
tracted by 11% last year, after growing 
by 1.8% in 1986. It would shrink by a 
further 6% this year without a sharp in- 
crease in investment, which required a 
stable political climate. 

Lay-offs in hotels and the higher 
prices of imported necessities (caused 
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down heavily on Fijians. Disenchant- 
ment with the Taukei cause has grown, 
and several Taukei leaders have ac- 
cepted their reduced representation in 
Mara’s new cabinet. About 1,000 
Taukei members signed a petition of 
loyalty to Ganilau and Mara. 

` Rabuka's troops have cracked down 
sharply on protests against the new 
cabinet by small Taukei 
groups, who are led by 
two of Rabuka's minis- 
ters ousted in Decem- 
ber: former British 
Army non-commission- 
ed officer Ratu Me- 
li Vesikula and the 
flamboyant nationalist 
politician Sakeasi Bu- 
tadroka, who has 
long advocated the ex- 
pulsion of the majority 
Indian-race people from 
Fiji. Tensions were rais- 
ed further early in 
January when soldiers 
shot dead a Fijian youth 
whom they said had been 
fleeing a robbery and 
had refused to halt. 

One Taukei group is- | 
sued a call for Fijian traditional chiefs, 
who some regard as the source of sover- 
eignty in Fiji, to replace Mara's govern- 
ment. “This dictatorial regime needs to 
be told strongly and categorically that 
the lot of indigenous people will not be 
improved one little bit, nor their pro- 
blems resolved, by shooting them dead 
whenever they commit anti-social be- 
haviour through dire need for survival," 
a Taukei statement said. 

But this appears an empty threat. A 
greater worry for Ganilau and Mara is 
persuading Rabuka to speed up the re- 
storation of civilian institutions. Along 


by a devalued currency) have borne | with an elected parliament, the army 
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civil courts. Since then, the European 
Parliament has passed a resolution ask- 
ing Islamabad to respect its assurance. 

Earlier this month, the Pakistani Se- 
nate also debated the matter and oppo- 
sition senators claimed that uncertainty 
relating to political prisoners was be- 
coming embarrassing for Pakistan’s in- 
ternational image. Justice Minister 
Wasim Sajjad repeated the govern- 
ment’s promise of offering relief to 
“hardship cases,” but no undertaking 
was given regarding legislation which 
would enable the civilian courts to re- 
vise military decisions. 
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takeover has disbanded the judiciary 
and driven out many talented non-Fi- 
jians from the civil service. Rabuka has 
been resisting their attempts to pro- 
claim an interim constitution pending a 
new republican charter in one or two 
years’ time. His argument that Fiji 
should have an unwritten constitution 
like Britain and New Zealand may have 
seemed to them a recipe for uncer- 
tainty. Ganilau was meanwhile given 
wide-ranging powers under seven de- 
crees issued on 16 January, including 
authority to set up a new court system 
which is expected to re-employ former 
chief justice Sir Timoci Tuivaga. 

In the longer term Mara will have to 
wrestle with a shortage of proven talent 
among the Fijians to fill 
the key political jobs 
they have reserved for 
themselves, along with 
the damaging loss of 
the many Indian profes- 
| sionals and businessmen 
|| who are emigrating. 

In particular, the Fi- 
jians lack a natural suc- 
cessor for Mara, 67, who 
has a heart problem. 
Three months ago for- 
mer deputy prime minis- 
ter Mosese Qionibaravi 

| died of illness. This 

| month, another former 
| deputy prime minister, 

+ Ratu David Toganivalu, 

| was killed in a car crash. 

Before Mara's Alliance 

7777 7 77 Party was defeated by 

the Indian-backed coalition of Fiji 
Labour Party leader Timoci Bavadra in 
the elections last April (followed in turn 
by Rabuka's first coup in May), these 
two younger men, both in their 50s and 
with sound government experience, 
were widely regarded as suitable candi- 
dates for the leadership. 

Toganivalu, who had the advantage 
of chiefly rank, was believed to have 
been commissioned by Mara recently to 
begin the reconstruction of the Al- 
liance, a Malaysian-model party which 
kept the central roles for indigenous Fi- 
jians but offered other races some chan- 
nels for political advancement. 0 
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Singapore. - 


| On2 January, the Press Secretary to the Prime Minister wrote to FEER in response to these articles. FEER published a small part 
of Mr James Fu's letter in its issue of 14 January, suppressing the rest, claiming that "The other matters Fu raises are to be decided 
by the judiciary and it would be inappropriate for us either to print Fu's observations or to comment ourselves upon them.” FEER 
has thus deliberately prevented its readers from hearing the Singapore Government's side of the story. 


On 26 December 87, the Singo ed declared the Far Eastern Economic Review (FEER) to be a newspaper engaging 
in the domestic politics of Singapore and restricted its circulation to 500 copies per issue. 


TA In its issue of 7 January, FEER published a comment “A ban by any other name” by Derek Davies on this action, and a letter from 
Father Edgar D'Souza giving a new account of the meeting between the Prime Minister and the Catholic Archbishop of 











Nothing in Mr James Fus letter prejudices the case before the courts. The letter asks the meanings of certain words F EER 


used, and which of D'Souza's two accounts of the meeting FEER claims to be true. These questions arise from De: 





-comments and Father Edgar D'Souza's letter. Therefore we are buying this advertising space to ask these questi ns sc 


eH FEER's readers can know the facts and decide for themselves the merits of the dispute. 


2 Jan 88 


The Editor 

Far Eastern Economic Review 
181-185 Gloucester Road 
Hongkong 


Dear Sir 


In your Comment “A ban by any 
other name” [FEER, Jan 7], you state 
falsely that “gazetting, in effect, places 
the distribution of the publication into the 

- hands of the Singapore authorities, 
allowing them to pick and choose the 
institutions or readers which the REVIEW 
reaches." In fact, FEER's distributor is 
only required to give priority to libraries 
subscribing to the magazine, in order to 

. make the magazine easily available to the 
general public. Only 89 copies of the 
Asian Wall Street Journal and 48 copies 
of Asiaweek have been taken up by such 
libraries. The authorised distributors are 
free to distribute the rest of the copies to 
whomever they choose. 


| 
| 








You claim that “Brig-Gen Lee Hsien 
. Loong recently reconfirmed that 
“international publications would be 
allowed to circulate freely provided they 
allowed the government the right to reply 
to articles it felt were biased or 
" inaccurate." BG Lee gave no such 
assurance. Foreign publications are 
allowed to circulate freely provided they 
do not engage in Singapore's domestic 
politics. They should report Singapore as 
outsiders for outsiders. Refusing the 
| government the right of reply constitutes | 
| engagement in Singapore politics. 
So does printing untruths and baseless 
allegations against the Prime Minister 
and his Government, and then refusing 
either to substantiate or to retract them. 


You say that "If we had repeated a 

| libel, we would have been guilty of 

| defamation. But D'Souza's account 

|. libelled nobody." Whether this is so will 
decided by the courts. However, no 
wspaper publishes any story without 
king its authenticity, even when the 
; from its own reporter. 
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In 1980 the Washington Post 
published a story about an 8-year old 
heroin addict named "Jimmy", written by | 
and attributed to Janet Cooke, a feature | 
writer for the newspaper. It won a Pulitzer | 
Prize but turned out to be a fraud. | 
The Washington Post returned the | 
Pulitzer Prize and apologized profusely | 
to its readers. Cooke resigned. | 

| 


D'Souza is not on the staff of FEER. | 
Does that absolve you from checking his 
story? And do you still deny 


responsibility for falsehoods just 


because you reported that D'Souza 
made them? 


You deny offering "any possible 
explanation of the missing comments" 
made by the Archbishop. Your 
insinuations needed no further 
explanation: 


"He [the Archbishop] reported that 
he felt 'cornered' and confirmed 
before television cameras that he had 
no way to disprove the statement 
signed by Cheng. But he also said 
that he had added: Twill take things 
at their face value for now.’ This 
sentence, however, was omitted from 
the statement as shown on state-run 
television and published in the Straits 
Times newspaper." 
If the meaning is innocent, can you 
explain the use of the words | have 
underlined: “cornered”, "But", 
“however”, “state-run television’? 





D'Souzas letter "What Yong told 
church delegation" states: 


"If what Fu alleges took place at the 
various meetings on 2 June 87 is true 
and therefore in some aspects 
different from the version revealed to 
us by Archbishop Yong and 
confirmed by his delegation, then | 
can only conclude that Yong had 
not been completely forthcoming ....." 


Does this not demolish your claim that 
there was no need to check with or have 
"balancing quotes” from the Archbishop. 
or myself? 
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of 2 June differs f 


do you claim as true? 


“cornered” at the press conference, and | 
that "the technique has been used `~ 
before", and that you had been generous. 
enough not to mention it in your article. 1 
| asked you to list out the instances | 
where the technique was used before. 
You have not done so. Do you not intend 


immediate concern, | ask that this letter | 
be published in your issue of Jan 14. i 
You have raised other points which are | 
not of immediate concern to the : 
gazetting, which | shall take up later. 


Yours faithfully 


JAMES FU CHIAO SIAN 
Press Secretary to PM 











Malik wrote: 


"Yong also told the | 
was leaving the mee 
other churchme 


"When Yong v 


We then Prepared he statement 
together. .. 

"Yong did say that after he had ic 
amended his statement in thelightof po 
the PM's remark, he was shown into 

the same room where he and the 

church delegation had earlier met 

with the PM." 


Which of these two conflicting sto ries T p. 


You said the archbishop feit 


As this is not a trivial matter and is of 
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The new COMPAQ DESKPRO 386/20" 


The world now has two new 
benchmarks from the leader 
in high-performance personal 
computing. The new 20-MHz 
COMPAQ DESKPRO 386/20 and 
the 20-Ib., 20-MHz COMPAQ 
PORTABLE 386 deliver system 
performance that can rival 
minicomputers. Plus they intro- 
duce advanced capabilities 
without sacrificing compatibil- 
ity with the software and hard- 
ware you already own. 


Both employ an industry- 
standard Intel" 80386 micropro- 
cessor and sophisticated 32-bit 
architecture. Our newest porta- 
ble is up to 2596 faster and our 
desktop is actually up to 5096 
faster than 16-MHz 386 PC's. 
But we did much more than 


simply increase the clock speed. 


For instance, the COMPAQ 
DESKPRO 386/20 uses a cache 
memory controller. It comple- 
ments the speed of the micropro- 


cessor, providing an increase in 
system performance up to 25% 
over other 20-MHz 386 PC's. It's 
also the first PC to offer an op- 
tional Weitek™ Coprocessor Board, 
which can give it the performance 
of a dedicated engineering work- 
station at a fraction of the cost. 

They both provide the most 
storage and memory within their 
classes. Up to 300 MB of storage 
in our latest desktop and up to 
100 MB in our new portable. 


Hong Kong, Microware U.S.A. Limited, Tel. no.: 471289, Tlx. no.: 89586. Indonesia, Efnkom, Jakarta, Tel. no.: 361343, Tlx. no.: 663651. Malaysia, Microcomputer Centre, Kuala 
Beijing, Tel. no.: 3012115, Tlx. no.: 22848. People's Republic of China, Eekon— Hong Kong, Tel. no.: 714028, Tix. no.: 76626. Philippines, Datronics, Manila, Tel. no.: 818-2703, 


It simply works better. 


most powerful PC's 
and ott. 











and the new 20-MHz COMPAQ PORTABLE 386 


Both use disk caching to inject to break the 640-Kbyte barrier today's DOS applications to 
more speed into disk-intensive imposed by DOS. make you considerably more 
applications and both will run With these new computers productive. But that's just the 
MS’ OS/2. plus the original COMPAQ beginning. For more informa- 

As for memory, get up to 16 MB + DESKPRO 386", we now offer tion, see the listing below to call 
of high-speed 32-bit RAM with the broadest line of high- the Authorized COMPAQ Com- 
the COMPAQ DESKPRO 386/20 performance 386 solutions. puter Dealer nearest you. 


and up to 10 MB with the COMPAQ They all let you run software 
PORTABLE 386. Both computers being written to take advantage 
feature the COMPAQ’ Expanded of 386 technology, including 


Memory Manager, which supports Microsofts Windows/386 Presen- Vua ni. BE ANAA PATS eim 

he Lotus"/Intel'/Microsoft' Ex- tation Manager. It provides Lips oer itla ci tenner apis a7 
the Lo eee - anager. AC pr à ©1987 Compaq Computer Corporation. 
panded Memory Specification multitasking capabilities with All rights reserved. 


Lumpur, Tel. no.: 7188332, Tlx. no.: 37830. Pakistan, Computer Graphics and Systems, Lahore, Tel. no.: 871546, Tlx. no.: 47001. People's Republic of China, ComputerLand, 
Tlx. no.: 23232. Singapore, Computer Industries Pte. Ltd., Tel. no.: 225836, Tlx. no.: 22907. Thailand, Olympia Thai, Bangkok, Tel. no.: 2340770, Tlx. no.: 20191. 
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As highly trained and dedicated 

professionals we will confidently 
do our utmost 

to make any flight 


Because of Takako’ dedication, with us as enjoyable as possible. 
no other airline can offer you this: 













As the world's 
number one IATA airline we 
will maintain the highest standards 
of service, as befits 
our leadership position. 


As Japan's international airline 

we are bound by our own unique 
corporate sense of honor 

to fulfil these promises. 


JAPAN AIR LINES 


Its a guaranteed pleasure. 


Travel JAL First or Executive Class and enjoy “JAL World Hotel Selections Plan” throughout Japan. 





@ PLANNING this week’s cover we 
were tempted to use this photograph, 
which shows a Taiwan artist in his studio 
at work on an uncompleted portrait of 
the late president Chiang Ching-kuo. 
The picture captures the relaxed, even 
rather jolly, side of Chiang’s character 
in a pose suggesting that he is waving 
goodbye. 

e ELSEWHERE in this issue, REVIEW 
correspondents analyse Chiang’s life 
and times, and possible future develop- 
ments in Taiwan and in its international 
relations. Future historians will proba- 
bly be kind in their assessment of these. 
Chiang did not begin his presidency 
under the best of auguries. He had spent 
the early years of his youth in unhappy 
exile in the Soviet Union, and most of 
the rest of his life in the shadow of his 
ageing father. He had to wait until he 
was 68 years old until he suc- 
ceeded. 

Even at that stage the auguries 
were bad. The Kuomintang 
(KMT) of his father, with its legacy 
of corruption and gangsterism and 
its violent imposition of rule over 
Taiwan after its defeat by the 
communists, denied itself any real 
claim to legitimacy. Its rule was 
maintained by a one-party system 
as undemocratic as that of its 
mainland rivals and bolstered by 
martial law. Its claim to represent 
the whole of China was becoming 
progressively more fatuous as Pe- 
king won recognition from Wash- 
ington and most of the rest of the 
world. Its main claim to respect 
was Taiwan's improving econo- 
mic performance, in the teeth of 
its growing diplomatic isolation. 

It is all the more amazing 
therefore that Chiang, in his 70s, 
sensed so cleverly the direction in 
which the tide of history was flow- 
ing. In Peking, Deng Xiaoping 
(another old man) had since the 
early 1970s launched a sustained 
process of “open-door” liberalisa- 
tion, creating a challenge which 
had in turn helped the emergence 
of Mikhail Gorbachov’s glasnost 
in Moscow and gradually thereaf- 
ter within the Soviet empire in Eastern 
Europe. In Manila a corrupt dictator 
was finally overthrown, and the ripples 
of this event spread northwards to the 
shores of Korea. 

e OLD though he was, Chiang did not 
isolate and surround himself with 
sycophants. He travelled enough and 
kept close enough to his own people to 
sense the way things were moving and to 
realise that he could not go on simply 
trying to impose the KMT world view 
on the people of Taiwan, or on the rest 
of the world. Even during its most pros- 
perous years — and indeed because of 
that prosperity — Taiwan has contained 
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TRAVELLER'S TALES 


seeds of instability, as 90% of the politi- 
cal power has remained in KMT hands 
and 9096 of the economic power has 
been earned by the Taiwanese majority. 
It was against this background that 
the old man began the process of glas- 
nost: thus with no weapons and few pro- 
visions in his hand, Chiang set his gov- 
ernment on the first steps on the jour- 
ney of 1,000 li towards legitimacy, to- 
wards the goal of being able to claim to 
be fully representative of the people it 
ruled. 
e WHILE two ageing Chinese leaders 
have both begun the process of opening 
up their societies to the outside world, it 
is impossible not to contrast their per- 
formances with that of a third Chinese 
leader within the region, Lee Kuan Yew 
(a comparison which must be made in a 
larger context than that of the REVIEW'S 


PIGEON POSTCARDS (©) MOISHE LTD 


Unfinished portrait of Chiang: legitimacy. 


current dispute with Singapore’s PM). 

Lee’s story is in many respects a mir- 
ror image of that of Chiang Ching-kuo. 
Whereas Chiang came to power as the 
son of a dead dictator, Lee emerged as a 
vibrant and intelligent leader of his 
country’s independence movement, 
supported by a landslide victory in gen- 
eral elections. But while the dictator's 
son was able to spend his last years tak- 
ing heed of and responding to the efforts 
of authoritarian states to loosen their 
grip, Lee has spent the last years slap- 
ping down debate, imprisoning real or 
imagined opponents, silencing his cri- 
tics, acquiring ever-more draconian 





Derek Davies 


powers, bullying and browbeating those 
who dare to disagree, laying the founda- 
tions of a one-party state and telling Sin- 
gaporeans how to behave, what to say 
and even how to breed. Meanwhile,he 
is paving the way for a Confucian-style 
dynastic handover of power to his son. 
@ THE mass of Singaporeans have so 
far appeared content to accept their 
losses in terms of freedom in exchange 
for the undoubted benefits of Singa- 
pore’s economic success, but Lee now 
appears to doubt future electoral suc- 
cesses. No one can deny “the skyscrap- 
ers, the computers, the great vistas of 
new high-rise apartments the 
achievements of muscle, wit and spirit, 
talent and hard work.” 

Those were in fact the words of one 
of Lee’s co-founding fathers of Singa- 
pore, former president Devan Nair, 
whom Lee has recently tried so 
vindictatively to destroy. Devan 
Nair has remarked how Lee’s (un- 
realisable) ambition to win total 
political support is now frus- 
tratedly drifting into total- 
itarianism, the (equally unrealis- 
able) vision of achieving total con- 
trol. 

Nair has compared present- 
day Singapore with the exciting 
early years of its foundation: “We 
[the co-founders of the People's 
Action Party| entrenched our- 
selves in popular imagination as 
champions of the multiracial 
human cause." He contrasted 
Singapore's present suppression 
of free debate with those earlier 
(and more vulnerable) days when 
the party would take its critics on 
in open argument in public forums 
and in the glare of publicity, and 
defeated them by the sheer weight 
and brilliance of its arguments. 

It may be argued that Chiang 
Ching-kuo would also have fol- 
lowed his father’s pattern and 
continued the KMT dynasty, had 
it been politically possible to hand 
over to one of his sons. He was not 
able to do so. The loose collective 
leadership he has left behind him 
still reflects Taiwan's inherent in- 
stablities. But there is more than a good 
chance that the process Chiang began so 
cleverly and long-sightedly will enable 
Taiwan to acquire a legitimate govern- 
ment which more truly represents its 
people, without the trauma, violence 
and extreme dangers to the national 
wellbeing which both the Philippines 
and South Korea have experienced. 

e IT is extraordinary to recall that, 10 
years ago, it would have been unthink- 
able that anyone could have possibly 
pointed to Chiang Ching-kuo as an 
example which Lee Kuan Yew could 
study with advantage. But that is sadly 
true today. 
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Where convicts are chic 
and the past looks good 


By Murray Sayle in Sydney 


n each fine day of this most 

momentous year for Australia — 
three times a day, in fact, — a cheerful 
little ceremony, half a game and half a 
patriotic observance, takes place at The 
Rocks in Sydney, the oldest part of Aus- 
tralia’s oldest city. Not long ago a 
slummy sailors’ paradise of tough pubs 
and red-light boarding houses, The 
Rocks these days is a major tourist at- 
traction to rival Our Harbour and Our 
Opera House. 

These visitors are not, however, con- 
ventional tourists. They are schoolchil- 
dren, aged between eight and 12, 30-40 
of them at a time, accompanied by a 
couple of teachers and sometimes a 
curious parent or two, generally immi- 





grants. The giggling, wriggling, hair- 
pulling crowd are taken in hand by 
Joanna Thompson, a brisk young 
woman dressed in a frilly mobcap, 
apron and long gown, the height of 
18th-century fashion. 

Thompson explains that the children 
are here to learn something of their 
country’s history, and that she herself is 
really a girl from London who arrived in 
Australia with the First Fleet 200 years 
ago as a convict, “for stealing a table- 
cloth in a moment of silliness. We can all 
make mistakes, can't we?" 

Being children, on the morning I 
joined them they readily accepted the 
fantasy and moved to the next stage, the 
selection of roles. Thompson had a bas- 
ket of “convict” paraphernalia from 
which the children could choose the uni- 
forms of guards, scarlet jackets and tall 
black hats (not popular) or *convict" 
smocks stamped with broad arrows, the 
mark of “Government men," that is, 
convicts working on chain gangs, and 
large sun-stopping hats suitable for a 
day's hard labouring (very popular). 

We then set out, Thompson in the 


44 


lead, to tour the cobbled alleys and 
worn stairways of old, convict-built Syd- 
ney, while our guide pointed out the 
sights and told the story, pretty much as 
it actually happened. On 26 January 
1788, Thompson recounted, Captain 
Arthur Phillip of the Royal Navy came 
ashore — "just over there" — with his 
First Fleet expedition of 548 male con- 
victs, 188 female, 230 Royal Marine 
guards and assorted children, hoisted 
the Union Jack in a clearing in the gum 
trees, and called for three rousing cheers 
for King George III, then on the mend 
from one of his periodic bouts of mad- 
ness (when I heard the story as a boy, 
more prosaically in a schoolroom, I al- 
ways fancied that the Marines cheered a 


shade more rousingly than the convicts). 

At one point the children don (plas- 
tic) chains, shackles and (Styrofoam) 
ball-and-chains to get the feel of work- 
ing for King George, God bless him, 
while Thompson explains that the con- 
victs were, on the whole, naughty peo- 
ple but not really evil — *the murderers 
were hanged back in England" — and 
that some of the children present were 
quite possibly descended from those un- 
happy pioneers, which was nothing to 
be ashamed of. 

This new openness about the origins 
of the Australian nation intrigued me, 
with memories of my own Sydney 
childhood. Of course, it was no secret 
that "our" (Anglo-Celtic, as we say 
now) Australia had been established by 
Great Britain as a convict colony. We 
knew it by heart: the black-robed judges 
back in London, the storm-tossed voy- 
age out by sailing ship, the dungeons in 
which we fancied our forbears had 
groaned in rusty chains, and the happy 
result: our sun-soaked, endlessly fas- 
cinating homeland, a heartening case of 
good coming out of evil. We felt espe- 


cially sorry for the poor devils we had 
left behind in Britain, still mouldering in 
Dickensian slums, toiling in satanic 
mills and touching greasy forelocks to 
heartless masters (we were reading 
Oliver Twist that year). 

It was an entertaining story, but just 
that: a story. I cannot recall, as a child, 
ever meeting anyone who admitted to 
convict descent. For years, Australia 
was the only country in the world which 
took a careful census and then systemat- 
ically destroyed the records, to conceal 
the origins of some of our oldest 
families. The passenger manifests of the 
convict transports were held under lock 
and key in Sydney, available only to his- 
torians who made a pledge of secrecy 
(the very same library now sells posters 
listing names, crimes and sentences, for 
dining-room display by proud descen- 
dents). 

Not so long ago people looking up 
old birth certificates would find a for- 
bear giving his occupation as “working 
for the government," which was literally 





true, as Thompson's charges, fingering 
the pick-marks on convict-cut stones, 
could check for themselves. Other an- 
cestors were described by the cryptic in- 
itials *F.S." — fondly believed to stand 
for “Free Settle.” New they tell us it 
means “Freed by Servitude,” that is, the 
person concerned had worked out his or 
her sentence and was free to take up 
some unchained pioneering. 


public frankness about Australia’s 
origins, long in coming, is now a 
breathless rush. For a decade there has 
been a daily reenactment of the trials 
and floggings of convict life at Old Syd- 
ney Town, much enjoyed by visiting 
children (including mine), but these 
have been staged at a tourist attraction 
discreetly located 50 miles from the real 
Sydney, with no genuine names. 

As recently as 1980, the monument 
marking the spot where the authentic 
convicts cheered so heartily in 1788, 
managed with amazing tact (or hypoc- 
risy) to record the historic event without 
once mentioning crime, convicts or 
transportation. The cheering crowd are 
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described as Captain Phillip’s “fellow 
voyagers,” as if they were all off on a 
Cook’s Tour of the South Seas. The 
significance of the monument, two 
enormous links of bronze chain sitting 
on a block of granite quarried on 
Dartmoor, still the site of Britain’s top 
security prison, and matching a similar 
one in Portsmouth, the port from which 
most of the early convict transports 
sailed, is clear enough. Nowhere is it 
explained. 

But, as 1988 approached all that 
changed, and changed utterly. In Ar- 
gyle Place, where Australia’s first public 
building (a prison) once stood, there isa 
new monument which, for the first time, 
tells the story much the way it hap- 
pened. The monument is a triangular 
block of stone incised with the figures of 
a brutal-looking guard, an insipid free 
settler in a poke bonnet, and a roman- 
tic, Peter O’Toole-style convict with a 
real leg-iron. 

The inscription says bluntly: “The 
disposal of British criminals became a 
major problem after the loss (1783) of 
the American colonies. The jails were 
full of poachers, pickpockets, forgers, 


¢« had a wealthy Hungarian 

who offered me a blank cheque if 

I could find him an ancestor on 
the First Fleet”? 


cheque if I could find him an ancestor on 
the First Fleet. If there had actually 
been any Hungarians, Greeks, Leban- 
ese or Vietnamese shipped out here 
in the early days, I could make a 
fortune.” 

Why this new and expensive passion 
to find convict roots? “It makes people 
feel more Australian,” Vine-Hall told 
me. “The longer they’ve been here, the 
more authentically Australian they can 
claim to be, and you can’t do better than 
the First Fleet. The Aborigines were 
here, of course, long before that, but 
the moment our researches turned up 
an Aboriginal name, all interest ceases. 
The only exception is in Tasmania — 
where, of course, the Aborigines are ex- 
tinct.” 

If lowly convicts are now chic, the 
glamorous  bushrangers (many of 
whom started off as escaped convicts) 
are Australia's new social lions, with 


Ned Kelly's father, John (Red) Kelly 
was an Irish convict, transported from 
Tipperary to Tasmania in 1843 for the 
theft of two pigs, a crime which may well 
have had, like so many in Ireland, politi- 
cal overtones. Nursing Ireland's suffer- 
ings at the hands of England, Red Kelly 
encouraged his sons to view the laws as a 
curse imposed on decent Irishmen by 
haughty English overlords, and his el- 
dest boy, Ned Kelly first saw jail, aged 
16, for stealing a horse. Inside 
Beechworth prison, young Ned Kelly 
discovered to his horror that most of the 
police troops and prison guards were, 
then as now, also Irish in origin. 

After Ned Kelly's mother, Ellen 
Kelly, was sent to prison for shooting 
Constable Fitzpatrick who was to arrest 
his brother Dan, the Kelly boys took 
to the bush and began a career of 
robbing banks, killing policemen 
and holding up stage coaches carry- 
ing gold from the Victorian diggings. 
Wearing the home-made armour that 
has become part of his image, Ned 
Kelly, wounded in the leg, was the only 
survivor of a shootout with a trainload 
of policemen. Game to the last (“Mind 


e Raising the flag in 1788; Captain Cook; re-enacting convict days; gold rush in Victoria; ‘convict’ under the lash; Sydney Stock Exchange. 
highwaymen and petty thieves.” It goes 
on to relate that Lord Sydney, the Bri- 
tish Secretary of State for the Colonies, 
in 1786 accepted a proposal that the jails 
could be cleared, and possibly those 
Americans still stubbornly loyal to the 


British Crown resettled in the south- 
eastern part of the continent. 

Nearby, the Australian Society of 
Genealogists, in its fashionable, con- 
vict-built headquarters, is bringing the 
magic of modern electronics to the new 
search for convict ancestors. The direc- 
tor, Nick Vine-Hall (“I’m of respectable 
English stock myself — we can’t all be 
lucky”) told me that the society has 
more than a million criminal records 
and other data on computer disk, so that 
visitors can check their ancestry in sec- 
onds. 

“A few years back, people who con- 
sulted the society all hoped to find that 
they were descended from the British 
aristocracy” Vine-Hall told me. “Now, 
all they want is convicts and bushran- 
gers” (the Australian equivalent of 
highwaymen). “I had a wealthy Hunga- 
rian in here who offered me a blank 


FAR EASTERN ECONOMIC REVIEW e 28 JANUARY 1988 


their own historian to record their 
deeds. While Thompson is showing her 
young charges round The Rocks (where 
the convict John Askmore once got 36 
lashes for dancing in a bawdy house to 
the tune of Rule Britannia, which in- 
cluded the line “Britons will never be 
slaves”), her partner Brian McDonald, 
tours the schools of New South Wales 
dressed in riding boots, moleskin 
breeches, cabbage-tree hat and re- 
volver, demonstrating the finer points 
of stagecoach robbery to dazzled 
elementary schoolers. 

Everything McDonald (“Brian the 
Bushranger” to his young audience, 
though offstage he is a serious historian) 
has to say fascinates them, but the bush- 
ranger they never tire of hearing about 
is Ned Kelly, Australia’s only non- 
sporting national hero. Ned Kelly, in a 
way, summarises much of Australian 
history, or at least one strand of it. 


The darker side: page 50 


Excruciating tales: page 52 








you die like a Kelly, Ned!” his mother 
shouted), spitting defiance at those who 
“deserted the shamrock, the emblem of 
true wit and beauty,” Ned Kelly was 
hanged in Melbourne on 11 November 
1880, the last and greatest of his profes- 
sion to go to the gallows. 

Bushranger Brian, recounting the 
short and violent life of Ned Kelly, is 
careful to tell his rapt audience that bush- 
ranging is not a commendable career, 
that Ned Kelly and his colleagues simply 
got what was coming to them. Both 
McDonald and his partner Thompson 
are, in fact, Liberal (conservative) vot- 
ers, staunch upholders of the rule of law 
and the rights of property. Neverthe- 
less, the people whose deeds they extol 
were all lawbreakers of one kind or 
another, and McDonald and Thompson 
are helping them step forward from the 
pages of history, heroes and heroines to 
a new generation. 

This does not, in my opinion, mean 
the surfacing of a strain of criminality 
deep in the Australian character. 
Rather, I believe convict chic is a sign of 
a renewed search for identity, a retrac- 








































oreign exchange rates doesn't 


ay treasurers reaching 


Whatever happens 
th e cha nces are that 
f the currencies 
4 S business in 
" bin of warning. 
hat u unless you 


ae thanks t to > the 


something ! happens i in New York, 





: London, Frankfurt o Or Tokyo, or any 
| other financie al centre, our experts 


are there t to » analyse the s situation, and all o 


For further information contact your Chase Relationship Manager. 





none, the information that we work with 


couldn't be more up to the minute. 


This, of c course, means that we can 






restricted to your local market, Cha: 
down the most adva ntageous deals OP YOU ouo 
wherever the laws of supply and demand are l im 
working in your favour. E 


And as we know the i ternational 





markets better than most banks know their 
regional markets, we can deal acros: the board d 











in less actively i taded onec 
In short, our g : 
capabilities, adva nced t 
unrivalled speed. of resp 
from other fi nancial it 
us a clearer command of foreign exchange. | 7 
Added to which the volume of our. - : 
foreign exchange trading is such that we're | 


right in there, at the heart of the action. 





Making our presence felt, to : 
guarantee you consistently competitive prices. E 
And to give you the smoothest 


possible ride. 


I NEN 


ing of roots after many false turnings, an 
attempt to find in the past answers to an 
urgent question: where, after 200 years, 
do we go from here? 

Australia was discovered (along with 
New Guinea, with which it then formed 
one vast continent) 40-50,000 years ago, 
by the ancestors of the present-day 
Aborigines, whose clumsy Latin name 
(ab origine or from the beginning) tells 
no more than the historic truth. To get 
here, the Aborigines had to cross the 
Wallace Discontinuity between the In- 
donesian islands of Java, Sulawesi and 
New Guinea, at least 60 miles of open 
sea, traverse the highlands of Papua, 
choked with ice, and walk the land 
bridge exposed by falling sea-levels 
across the Torres Strait to what is now 
Cape Yorke Peninsula and northern 
Australia. 

These ancestors were then, it is 
worth noting, the most daring of man- 
kind, probably the first anywhere to 
cross the sea, and they brought with 
them the cutting edge of Stone Age 
technology, in particular its great break- 
through, controlled fire. In continental 
Australia they found, after the rigours 





of the journey, a terrestrial paradise, 
cheerful with strange birds and flowers, 
hopping with improbable and easily 
caught animals, with abundant marine 
food along the shoreline and stone eas- 
ily spilt for tools and weapons. 


au oldest firmly dated human site in 
Australia, at Lake Mungo in New 
South Wales, is 32,000 years old, and is 
also the first known ceremonial human 
burial ground anywhere. By 20,000 
years ago all of Australia had been oc- 
cupied. 

But then the ice-caps at the Poles 
melted, the seas rose, and the Austra- 
lians were cut off. Ten thousand years 
ago the Tasmanians were, in their turn, 
isolated by the rising water. The 
Aborigines never practised agriculture; 
none of the food grains on which urbani- 
sation depends are native to Australia, 
and no one has ever managed to domes- 
ticate any Australian bird or animal ex- 
cept the dingo, the dog the Aborigines 
brought with them on their extraordin- 
ary adventure. 

Still, agriculture was unnecessary for 


Aboriginal survival. Australia had no 
native predator except the clumsy car- 
nivorous marsupial thylacine, the “Tas- 
manian devil,” soon wiped out on the 
mainland by the dingo, and so where 
was no one to compete with man as a 
hunter-gatherer. Fed by the inexhausti- 
ble supply of kangaroos (modern-day 
Australian motorists sport enormous 
“roo bars” on their cars to fend off colli- 
sions with the animals at night) the 
human population of Australia 
stabilised at around 300,000, the maxi- 
mum the enormous country could carry 
in the days before Adam, Eve, the gar- 
den and the treacherous tree of knowl- 
edge. 

The Aborigines never formed a state 
or even a confederacy of tribes like 
the Iroquois; they had no need to. Like 
hunter-gatherers everywhere they 
fought over hunting territory, moved 
on when the game did, had no way of 
saving anything for a lean season. 

The Aborigines, we can now see, 
built themselves an Eden for a race of 
myth-makers, sportsmen and artists. 
The whole country is their sacred site, 
an outdoor temple for the complex to- 


temic religion the rest of the human race 
must have practised long ago. If long oc- 
cupation, respect for the land and love 
of its creatures confers rights, then no 
human group has a better claim to its 
habitat than the Aborigines have to 
Australia. 

Their problem is, even their modest 
and other-wordly lifestyle needs the 
whole country to support it, and in 
particular the fertile southeast corner, 
first sighted by European eyes when the 
redoubtable Captain James Cook 
pointed his salt-bleared telescope at the 
coast of what he called New Holland on 
19 April 1770. Cook saw a lot of the 
Aborigines as he cruised Australia’s 
east coast, New South Wales as he call- 
ed it, and decided that “in reality they 
are far more happier than we Euro- 
peans; being wholly unacquainted not 
only with the superfluous but the neces- 
sary conveniences so much sought after 
in Europe, they are happy in not know- 
ing the use of them.” 

This austere Eden made a less 
favourable impression on the scientific 
eye of Sir Joseph Banks, the botanist 





who sailed with Cook. Banks thought 
New South Wales was the “barrenest” 
spot he had even seen. But, asked by 
a House of Commons committee 
where a “colony of convicted felons” 
might be established in “any distant 
part of the globe,” Banks plumped for 


Botany Bay, as having the right 
combination of distance, unattrac- 
tiveness so that useful citizens 


would not be lured away from the 
mother country, and scope for the 
felons to benefit from honest toil. 

When Captain (later Admiral) Sir 
George Young devised a scheme for 
getting the convicts out at reasonable 
expense, by carrying them as ballast 
on East Indiamen bound for China for 
tea, the matter was settled, and 
Phillip's brave little expedition — and 
evenually a new nation — was the 
result. It seemed, like so many 
historical curiosities, a good idea at 
the time. 

Lord Sydney did not, of course, 
invent exile as a way of getting rid of 
undesirables. Much of the Russian 


empire, for instance, was built on this 
principle. 


time-tested Australians, 





however, have often showed a 
tendency, not well thought out, to 
resent the circumstances of the 
foundation of our country. The Black 
ones have of course, much to 
complain about. The Whites, however 
seem to want it both ways: pride in 
the country and love for its harsh 
physical beauty, combined with a 
moral case against those who located 
it in such a distant, expensive-to-get-to 
spot. 


he cocktail of patriotism and 

outrage, laced with the class struggle 
and long Irish memories of ancient 
wrongs, leads naturally to conspiracy 
theories: “Much of the hostility to 
Australia shown by English 
people above a certain class can be 
traced to the fact that we are, to a 
large extent, the poor who got away,” 
as the republican poet Les A. Murray 
has theorised (hostility, incidentally, I 
have never encountered myself, 
possibly through mixing with the 
wrong classes). 

Whatever the motives of those who 
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sent Phillip on his improbable 
enterprise,  self-pity is not the 
appropriate response to the way things 
turned out. Australia was (with New 
Zealand) the last, furthest outreach of 
European expansion because it was 
also the last substantial piece of 
undefended land left on the planet. 
The late 18th and 19th centuries were 
the time when the completion of the 
world trading system, the Industrial 
Revolution and the Europeanisation 
of the globe brought the whole of 
humankind for the first time into 
uneasy association. 

The new Australian colony was the 
product of all three of these move- 
ments, changing in a few decades 
from King George's Gulag to a new El 
Dorado, a place where, with 
reasonable luck or diligence, anyone 
could make a fortune. 

The first Australian export was 
sealskin and oil, our first 
entrepreneurs sealers in the Bass 
Strait. The decisive breakthrough, 


however, came in 1801 when Captain 
John MacArthur, 
er, mutineer, 


shrewd freeboot- 
duellist, rebel and 








eventually maniac — the archetypical 
Australian tycoon, in fact |. — 
persuaded the authorities in London 
to back him in a plan to supply the 
British textile industry, the first of the 
Industrial Revolution, with wool. 
Next, in 1851, came the gold 
discoveries in New South Wales and 
Victoria. A decade later, Victoria 
alone was supplying a third of the 
world's new gold. 

At least 100,000 people flocked to 
the Victorian diggings. Whole crews 
jumped ship in Sydney and Melbourne 
(one of my own forbears among 
them); adventurers arrived from all 
over the world, British predominating, 
Americans and Chinese next. Perhaps 
a million people came, one way and 
another, to find gold, an excess of 
population that enabled the first local 
military force to be raised, the British 


to withdraw their garrison and, 
recognising the inevitable, grant self- 
government to their distant 
colonies. 


Convicts were still being sent out, 
the last arriving in style by steamship 
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€ Australians have often showed 

a tendency, not well thought out, 
to resent the circumstances of 

the foundation of our country. ? 


in 1868. The system eventually 
foundered on the resistance of free 
settlers to having convicts dumped on 
them and the suspicion that crimes 
were being committed specifically with 
the hope that the perpetrators would 
be sent to sunny and prosperous 
Australia. The convicts had long since 
been freed or moved to the remote 
fringes of settlement, Norfolk Is- 
Wa Tasmania and Western Austra- 
ia. 


t was, Robert Hughes argues in 

his blockbuster The Fatal Shore, 
brutality at the edges of the British 
social system that kept property safe 
at the centre. That proposition, if it 
was ever true, soon lost its 
effectiveness when rich uncles from 
Australia became stock characters in 
English novels. Fitting the convicts in 
is important in defining the Australian 





e Surf-lifesavers; Aboriginal dance; drilling for natural gas; wealth off the sheep's back; cotton harvesting; Sydney harbour. 


style. They had some usable human 
material among them, political 
dissenters or people guilty of trivial 
lapses (my own heroes in this class are 
the group of scholars transported for 
stealing books from Oxford college 
libraries). But most of them were 
unimaginative small-time crooks, and 
some, like the  aesthete Thomas 
Wainewright who poisoned his sister- 
in-law because her ankles were too thick 
would have made dubious pioneers any- 
where. 

Picking pockets or palming tea- 
K ae however, is not the basic style of 
the modern Australian tycoon. The 
builders of media, property and brew- 
ing empires owe their daring, drive and 
resourcefulness — and, it has been ar- 
gued, lack of scruples — to the self-re- 
liant, lawless spirit of the goldfields, 
where a claim was good only as long as 
someone with a gun was watching it. 
Gold from Australia and California fi- 
nanced the second phase of the Indus- 
trial Revolution, and Sydney and San 
Francisco, the twin harbour cities, be- 
came famous boom towns and magnets 












for adventurous 
women. 

Australia’s first centenary was thus 
celebrated in 1888 in a new mood 
of hard-bitten self-confidence. The 
Aborigines, seen as part of the natural 
environment to be tamed, were simply 
not invited to take part. “What?” said 
Sir Henry Parkes, the premier of New 
South Wales, “and remind them that we 
have robbed them?” 

At the same time, Australia’s first 
literary movement, the “stockwhip and 
gumtree school” centred on the Sydney 
Bulletin, celebrated a new human type, 
the Aussie battler from the bush, basi- 
cally the digger who took to the end- 
less, dusty roads when the gold gave 
out. 

He was partly genuine, but his 
biggest boosters, the poets Henry Law- 
son and Banjo Patterson, were respec- 
tively (and suspiciously) an alcoholic 
solicitor’s clerk and a Sydney barrister. 
The Aussie battler’s taste for flash 
clothes and smart sayings instantly dis- 
close him, not as a rustic, but as a quint- 
essentially city type. 

For the truth is, Australians, at least 


young men and 





the White ones, are urban people, by 
the statistics the most suburban in the 
world. And, by the end of the last cen- 
tury, we had many urban privileges to 
boast about: the world's highest wages, 
kept that way by the exclusion of Asians 
ready to work for less; the broadest 
franchise; the widest distribution of 
property; the strongest unions; the first 
votes for (non-Aboriginal) women; the 
first Labour governments of the Eng- 
lish-speaking world. In scarcely more 
than a century, Phillip's convict camp 
had become the working man's 
paradise, a recreation. of the 
Aborigines’ “dream of ease." Far from 
being isolated, the new nation was 
linked by ties of blood, commerce and 
self-interest to the strongest power (as it 
then seemed) on earth. 

The yoke of the late Victorian Bri- 
tish Empire rested lightly on Australia, 
if indeed it was a yoke at all. Success is 
easy to share. Economically, the two 
countries were closely complimentary, 
which was not surprising as Australia 
had been developed to supply the Bri- 
tish market, which had in turn invested 
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its earnings in infrastructure to bring ex- 
ports to the docks. It was the high point 
of Australian self-confidence, an ap- 
propriate moment for legal indepen- 
dence from Britain, which came with 
the federation of the Australian col- 
onies on 1 January 1901. 

Psychological independence might, 
in the natural course of events, have fol- 
lowed, but catastrophe came instead. 
Australia sent 331,781 men, of a total 
male population of 2.5 million to fight in 
World War I; more than half were 
wounded, 60,000 never came home. At 
the beginning, it made sense to support 
the mother country; the Germans al- 
ready had the beginnings of an empire 
in the Pacific, and showed every sign of 
wanting to extend it. But as the war 
dragged on, ever more reinforcements 
were needed for the killing fields in 
France. 

The effect in Australia was shatter- 
ing, as it was in all the countries which 
took part. The innocent, romantic view 
of war, the easy assumption of Anglo- 
Saxon superiority were gone forever; a 
gnawing insecurity took its place. 
Among the first to enlist, Australians of 
Irish extraction showed their hereditary 
horror of conscription, and all the old, 
half-forgotten divisions opened up. 
Australian patriotism and loyalty to 
“The | Empire" . became either 
synonyms, or mutually exclusive and ir- 
reconcilable. 

The Australian national myth of the 
inter-war years (of my own childhood, 
for instance) featured neither con- 
victs nor kangaroos, but had to do 
with Gallipoli and Passchendaele, gas 
and wire, bronze soldiers in British uni- 
forms, the anguish of * Lest We Forget." 
In one way, the war brought us closer to 
Britain, in shared grief; in another, it 
fuelled the resentment that comes with 
dependence and insecurity. Australia 
clung to the British connection in the 
inter-war years because there was no- 
thing else to cling to. The fall of Singa- 
pore in 1942 was a bruising reminder of 
the new reality, the full extent of which 
is only now becoming clear. 


he years after World War II have 

been spent in searching for a new sta- 
bility. Some still clung to the Empire, long 
after the British dismantled it. When 
Britain joined the Common Market, 
"the idea of Empire or even Common- 
wealth perished not at the periphery, 
but at the core," as the historian Clive 
Turnbull writes. In the same way, I pre- 
dict that Britain will one day resolve 
Australia's shilly-shallying over the con- 
stitution by withdrawing the services of 
the queen as head of state. The Austra- 
lian political Right now is paying the 
price for lazily campaigning behind the 
Union Jack in the post-war years; it is 
Labour that now looks like the party of 
Australian patriotism. 

For a while, the US was treated as a 
substitute Britain; but Vietnam showed 
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that Americans pursue their own in- 
terests, and will abandon sworn small 
allies if they get a better offer — a sober- 
ing lesson in realism. Self-reliance, both 
military and economic, seemed to call 
for a much bigger Australian popula- 
tion; more than 3.5 million immigrants 
have arrived since the war, the last gasp 
of "White Australia" being the Muslim 
Turks and Lebanese whose religion 
frowns on drink and gambling, Austra- 
lia's infallible social lubricants. The first 
wave of immigrants resulting from the 
new non-racial policies, the 80,000 Viet- 
namese and Chinese-Vietnamese, re- 
mind the other Australians that we are 
only a boat ride from the interminable 
wars of once-sleepy, now perpetually 
turbulent Asia. 

No one calculated the crippling load 
all these non-English speakers would 
put on the educational system, or that 
the Australian manufacturing industries 
intended to provide them jobs would 
soon be made irrelevant by the rise of 
the East Asian industrial states. No one 
can foresee the future of the world trad- 
ing system, on which Australian pros- 
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Perkins; land rights march: Aborigines declare ‘year of mourning.’ 


perity totally depends. Nor was it any- 
one’s idea that Australia should enter its 
third century with an external debt of 
US$87 billion, proportionately the 
biggest in the world, much of it incurred 
to finance claim-jumping by the care- 
free takeover artists who are our current 
national heroes. 

Easy-goingness, optimism, the idea 
that anyone can make a fortune are the 
attractions that brought these people 
here in the first place, and convinced the 
descendants of the convicts that, on the 
whole, King George had done them a 
good turn. 

Few national legends will stand up to 
unfriendly analysis. George Washing- 
ton, we now know, cut down no cherry 
trees, and the philologist Sidney Baker 
may have been correct in describing the 
Kelly Gang as homosexuals working out 
a sado-masochistic fantasy under a 
cover of nationalistic sloganising. 
Rough diamonds, perhaps, but like our 
convict pioneers, Ned Kelly and his col- 
leagues were brave, inventive and re- 
sourceful, qualities we have never 
needed more. LR 
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Remembering 
the darker side 


By Hamish McDonald in Sydney 


n the ground where rum and the 

lash led to the first European settle- 
ments 200 years ago this month, Austra- 
lians are celebrating the bicentenary 
with open-air parties and some self- 
flagellation about what Prime Minister 
Bob Hawke called the “darker side” of 
their history. Perhaps predictably, the 
status of the 227,000 Aborigines im- 
mediately became a serious strand 
through the celebrations. 

As tall sailing ships arrived in Aus- 
tralian ports earlier this month, to con- 
verge on Sydney towards the 26 January 
date of the founding of the colony of 
New South Wales in 1788, small groups 
of Aborigines have thrown wreaths into 
the sea nearby, and others have chanted 
slogans at the opening of various monu- 
ments. Some Aboriginal leaders have 
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declared this to be a “year of mourn- 
ing,” though some individual Abo- 
rigines are joining in the festivities 
(such as the Aboriginal cricketers who 
have formed a team to tour Britain). 

The protests at what a publicity 
jingle calls “Celebration of a Nation” 
(and some Aborigines call the annihila- 
tion of theirs) has produced a moderate 
White backlash, often on the lines that 
the Black party-spoilers should be glad 
Australia was colonised by the British 
and not some other country. But the 
Aboriginal protests have been given en- 
dorsement by editorials in major news- 
papers, with the proviso that any vio- 
lence could harden intolerant atti- 
tudes rather than deepen understand- 
ing. 

Hawke himself had brought Aborigi- 
nal rights to the fore last year when he 
revived the idea of a treaty or “com- 
pact” between the Australian nation 
and the Aboriginal people (REVIEW, 29 
Oct. '87). Legislation drafted to reform 
administration of Aboriginal affairs 
gives the first official recognition to the 
prior occupation of the land by 
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At good hotels, guests come and go. 

At great hotels, guests come and go and then return again and again. 

At Inter-Continental Hotels, three out of four guests are so impressed with 
the luxury of our service, dining facilities and exquisite rooms that they return again and again 
So come to Inter-Continental. 

For unsurpassed staff, for unforgettable meetings, for marvelous locations, 

for beautiful restaurants, for an incredible vacation, for real relaxation 
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MANILA 

Above all our many fine 
assets, the warmth, efficiency 
of our staff creates that 
special 'Home Away From 
Home' ambience which 
inspires our guests to return 
again and again. 

Eric Pruefer 

General Manager 

Hotel Inter-Continental Manila 
Manila. 


JAKARTA 

Some people say it's the 
business facilities, others say 
it's the 23 acres of gardens 
but most of the clients tell us 
it's the fine food and the 
friendly staff that keep them 


coming back again and again. 


Behrouz Tamdjidi 
General Manager 
Hotel Borobudur Inter- 
Continental Jakarta 


SYDNEY 

The historic architecture of the 
restored treasury buildings 
combined with the most 
modern facilities and 
personalised service create 
the ideal business address in 
Sydney. 

Stefan Bokaemper 

General Manager 

Hotel Inter-Continental Sydney 
Sydney 


BANGKOK 

"We call ourselves the 
Business Resort . 

We're right in the centre of 
town, yet we're a low-rise 
hotel surrounded by 26 acres 
of gardens. This, together with 
our warm traditional Thai 
hospitality, is the reason why 
our guests keep coming 
back." 

Daniel Desbaillets 

General Manager 

Hotel Siam Inter-Continental 
Bangkok 


s? ?w 
ouf E h 
+s *% 


" 















many people from Southeast Asia, who 
included some criminal groups, and 
“not enough from Africa, South 
America and the Philippines." 


Aborigines, though judgments that Aus- f: 
tralia was "terra nullius" (unoccupied 
land) remain as legal precedents. 

In speeches on New Year's Day, 
Hawke set an ambivalent theme for the | 
year. From wretched beginnings, |: 
settlers had built a nation marked by | fnji 
unity and diversity. “That is something | ^. AER 
we can properly be proud of. We are ——— — EE 
right to celebrate it,” Hawke said. “But, | the slogan “Land rights [sic] for White 
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d The only support for Perkins came 
from war veterans’ spokesman Bruce 
Ruxton, oné of a dwindling band of 
White Australia exponents, who en- 
dorsed the first half of his statement, 
but not the second. Federal ministers 
and public service chiefs rebuked 
him. Aboriginal activist Gary Foley 
said Perkins was “out on a limb” 
while Aboriginal magistrate Patricia 
O’Shane said he should be sacked. “It is 
not the first time Perkins has made anti- 
Asian statements,” O’Shane said. 
Putting the best light on it, Perkins 
may have been trying to say that Aus- 
tralia was seeking the wealthy and pro- 
fessionals of Asia at the expense of the 
world’s dispossessed, including those in 
Asia’s poorest countries such as the 
Philippines. But by tarring all Asian im- 
migrants with the Vietnamese extortion 
gangs said to be springing up in Sydney 
and Melbourne, Perkins was widely 
judged to have crossed the line into 
bigotry. When his department is re- 
placed later this year with a new 12-per- 
son commission to supervise aid to 
self-governing Aboriginal councils, 
Perkins may be pushed out of a central 
role. Ci 














as in all great human affairs, there is a | Oz” by an extremist group calling 
darker side . . . mistakes have been | itself the Bicentennial Australian Re- 
made, wrongs have been done, injus- | volutionary Commandos (BARK). 
tices have been inflicted. And it doesno | Back in the political mainstream, the 
service to the memory ofthe pioneersor | gestures came in for some mockery as 
to our own generation — and even more | "grandstanding" and "tokenism" — 
important, no justice to our hopes and | from conservative opposition leader 
ideals for the future generations — if we | John Howard among others. “I have no 
ignore these things." | truck at all with those who see this year 
Hawke's Minister for Aboriginal Af- | as an occasion for breast-beating dis- 
fairs, Gery Hand said he would not be | plays of national self-abasement," 
attending any bicentennial functions ^as | Howard said. White Australians today 
a conscious decision" — though he was | were not responsible for wrongs against 
“reluctant to make a big deal out of it.” | Aborigines in the past. The compact as 
His counterpart in the New South Wales | proposed by Hawke was “separatism.” 
state government (and Australian | 
Labor Party colleague), Ken Gabb, 
went further by saying he would join in | 
Aboriginal protests. The leftwing-con- | 
trolled Australian Teachers' Federation 
declared its own boycott of bicentennial 


his was called "small-minded" by 

Charles Perkins, the outspoken 
Aboriginal civil servant who heads the 
Federal Department of Aboriginal Af- 
fairs. But Perkins blotted his own 
activities in schools that did deal with | copybook with criticism of Australia's 
"the Aboriginal perspective." immigration programme. 
Gabb found his house daubed with | He said Australia was taking too 
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COMMENT 


stuffed with oysters and Barossa Valley 
Cabernet Sauvignon." 

A fan of former prime minister 
Gough Whitlam and no lover of the in- 
cumbent, Bob Hawke, Terrill trots out 
the well known but funny anecdote of 
Hawke going into a restaurant accom- 
panied by his crowd of advisers. “‘What 
would you like Prime Minister?’ ‘Give 
me steak and eggs.’ ‘What about the 
vegetables?' "They'll have the same'." 

The endless anecdotes, banalities 
and tasteless over-writing leave little 


a 8 
Excruciating tales 
The Australians: In Search of an Identity by Ross Terrill. Simon and Schuster. | 
No price given. 


| 
| 
| 
| 
n Australian by birth, an American | second-hand anecdotes that follow. At 
by nationality, and China watcher | school Ternll found that “classes in 
by avocation, Terrill’s attempt to write | algebra and physics were too dull for 
about Australians is a tasteless, cliché- | me. During these sessions some of us 
ridden, egotistical failure. Terrill's pot- | masturbated under our desks, compet- | | 
boiler certainly cannot be compared | ing with each other to see who could do | space for anything of substance; Terrill 
with Robert Hughes’ recent magiste- | it the most times within the span of a | does raise important issues but they are 
rial, historical study of Australia, The | schoolday [the record was eight]." never pursued. Discussing Australia's 
Fatal Shore. The rest of the book is based on eight | economic problems he makes the tan- 
 Terrill's book, based on interviews | months spent in Australia from 1984-86. | talising comment that “the door may 
. and anecdotes, has no common thread | Between interviews with his inform- | now be open for a market-oriented con- 
other than that of Terrill himself. The | ants, Terrill observed Australian life | servatism to carry Australia with it. 
opening sentences convey the combina- | and drew his own conclusions, often | Especially if Australians in their mil- 
tion of cliché and excruciating taste that | based on obscene, bizarre anecdotes. | lions should come to the conclusion that 
define the book: "United Airlines | Terrill appears to thrill to the discovery | a safety-net society is a stagnant society." 
Flight 815 from New York to Sydney | offour-letter words. Unfortunately such arguments are 
seems to go on forever. The Boeing 747 Apart from casual, nasty and totally | never developed and no coherent theme 
cleaves through a night and day — a | atypical examples of Australian life, | emerges. A much better book would 
hostess, her face puffy as a whore's | most of the book is based on interviews | have been written if Terrill had started 
around breakfast time . . ." And soon. | with a list of elite informants that reads | with the important issues raised at the 
A few pages further on we are intro- | like an Australian Who's Who. With | end and then spent the rest of the book 
duced to "a roll of bread as soft and | scores of good lunches under his belt, | developing them. As it is Terrill fails to 
white as a nun's thigh." Terrill unfailingly tells us what they ate | throw much light on his true but trite 
Chapter One is autobiographical and | and above all drank. “‘Our population | conclusion that Australia has moved 
is the best in the book, vibrating with | has doubled since World War II,’ says | from being a “lucky country” to being a 
first-hand experience in contrast to the | Leigh Smith — over a lunch of steak | “happy backwater.” — George L. Hicks 
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i 4 Hong Kong 


May we tempt you to discover Swiss hospitality, even far away from Switzerland? Of cour 
_ whichever way you fly these routes, you have to do without the Matterhorn, but certainly | 


/e think you'll decide to make closer connections with Switzerland emi 
self. A. choice that we would consider the nicest of all compliments. — SWISSCIIF 







yithout our solid reliability and Swiss service. In fact, once you've experienced a Swissair fli ht 
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Sydney Stock Exchange; New York commodity dealers: significant gains. 












Little room for optimism as markets move erratically 


Weak at the strong points 


By Philip Bowring in Hongkong 





hose who thought that the turn-of-the-year buoyancy in | at a time when some of the OECD countries — es- 

most markets augured well for the Year of the Dragon | pecially Japan — are showing strong domestic demand 
were rudely awakened by New York’s mini-crash of 140 | growth. 
points on 8 January. But equally, recession, which has been Vegetable-oil prices have been particularly spectacular, 
widely tipped in the wake of October’s Black Monday, isstill | with palm oil up 20% in a month to top M$1,200 (US$474) a 
not yet imminent — even in the US where GNP is still grow- | tonne, double year-ago levels. Even grains and sugar shared 
ing, albeit anaemically — and other OECD countries are at | some of the general improvement in food prices. The com- 
least partly responding to hefty money growth. modity gains were welcome news for the Malaysian and Aus- 

The one sure thing about almost all markets has been vol- | tralian stockmarkets, but share prices were held back by the 


atility. In New York, stock indices have been moving by 2% | fact that even after the October slump, resources shares re- 
on almost one day in two, setting the tone for equivalent | mainon relatively high earnings multiples. 

moves in markets lacking New York's computer-driven pro- If commodity-price gains continue and begin to filter 
gramme trading. But the volatility has been in increasingly | through into consumer prices, bond markets, which have 
thin markets, which is scarcely a sign of optimism, and is | been relatively steady in recent weeks, could take a beating 


being reflected in redundancies among brokers — again a | — and not just in the US. In the longer run, however, they 
bearish factor. could be good for the US dollar which, anyway, is looking a 

The volatility has continued in foreign-exchange markets | reasonable speculation itself. Another near panic drove it 
and even spread to commodities, long languishing in depres- | down almost to X120 in early January before recovering, 


sion and disinterest — of the sort that may now become the | helped at first by central banks and then by much-improved 
lot of equities. The two most watched commodities, gold and | November trade figures. 

oil, both moved erratically and in oil's case sharply, but with- But it will be hard for the dollar to break upwards out of 
out any clear medium-term direction. However, the more | the X 125-135 range until there is more action on the budget 
mundane commodities showed significant life, suggesting | deficit. Meanwhile, it will be vulnerable to monthly trade fig- 
that speculative activity was returning at the same time as | ures. The deficit has been coming down in volume terms but 


supply shortages were beginning to appear. in dollar terms remains above US$150 billion annually. Tak- 
The Commodities Research Bureau futures index — itself | ing a longer view, short-term weakness may be a buy signal. 

traded on the New York But it will be a bumpy ride. 

Futures Exchange and thus i Stockmarket attractions 


d SUED epe way Vi. 243 HOW THE may be SA ER The 
Of speculating in com- is volatile; apan 
modities — advanced 3% MARKETS overconfident of its ability 
over the month. This was RATE to cope with the yen situa- 
a significant gain for such tion; West Germany, con- 
a broad-based index, parti- | in USS terms trarily, in deepest gloom 
cularly given oils weak- % change ,. % change about the strong Deut- 
ness and unspectacular pre- onfonth- ' . -onyear schemark. The much-bat- 
cious metals. Copper and 170. tered smaller East Asian 
nickel enjoyed speculative T3 markets may be relatively 
booms and busts, particu- good value with strong 
larly for near months. Base economies and healthy 
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metals generally are in Nikkei Stock Average — [ 22. current-account surpluses. 
shorter supply than they London FT Industrial-30 f 1, But the shadows of en- 
have been for a long time, All Shares forced  revaluations and 


and rubber has also been 


other trade problems with 
moving up well. But fears 


Dow Jones Industrial , 
the US could remain a drag 
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of impending recession bi ai 52. — as could the inflationary 
have tempered gains in Australia All Ordinaries 1,264.10 EXT —10.87 consequences of weak cur- 
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Selective values 
in the Americas 


By Anthony Rowley in London 


P rospects for North American stockmarkets in 1988 may 
not be wildly exciting, but neither, if analysts are to be 
believed, are they as discouraging as might have been expect- 
ed in the aftermath of October's markets crash and in the 
light of the economic uncertainty that it engendered. 

Dangers of economic recession in the US are not felt to be 
great — at least in 1988, though it cannot be excluded next year 
— and corporate-earnings growth of about 15% is looked for 
this year on the back of modest GDP growth. 

On the assumption that earnings growth of this magnitude 
can be achieved, and assuming that US trade figures do begin 
to show an improving trend from here on, analysts look for 
the New York stockmarket to reach around 2,100 (on the 
Dow Jones) within the next three months, or 250 on the 
Standard & Poors 500. After that, though, they look for a 
modest decline by the end of the year. 

But for all the precision of their index forecasts, few 
analysts are prepared to rule out the possibility of further 
sharp declines and generally volatile swings in a market 
which since last October has been very nervous. One thing 
they are virtually unanimous on is that Wall Street is not 
ready for any major recovery and will not be for some time. 

The Canadian economy is expected to perform better 
than the US economy during 1988, with GDP projected to 
expand by 2-2.5% against perhaps 1.7% in the US. Canadian 
Government measures to reduce the country's fiscal and cur- 
rent-account deficits are also viewed as being more positive 
than those being contemplated in Washington. 

Canadian corporate-earnings prospects, though, are not 
as good as they were a year ago and, added to this, analysts 
feel that the nervousness afflicting Wall Street could well rub 
off north of the border. As a result, the Toronto Stock Ex- 
change Composite Index (based on 300 shares) will probably 
not make much headway this year. Last year, it rose mod- 
estly from 3,067 to 3,219 (by the end of December), though 
this was well short of the record 4,112 reached in 1986. 

Few Canadian stocks are entirely recession-proof, though 
those which are interest-rate oriented, such as telephone 
utilities and oil- and gas-pipeline companies, are expected to 
benefit in earnings terms during 1988. Wood Gundy's selec- 
tion of six Canadian stocks for this year reflects the view that 
no single sector is likely to do 
especially well in 1988. 

The mining sector has not 
profited as much in the upward 
phase of the latest business 
cycle as in previous cycles, but 
that may be due to the persis- 
tence of relatively high real in- 
terest rates. Metal prices have 
been firm, but not as firm as 
some analysts would have ex- 
pected given the mature stage 
of the business cycle. Forest 
products have advanced strong- 
ly in price, but are thought to á 
have peaked. : 

Elsewhere within the Ameri- | 
cas, there are the stockmarkets 
of Brazil and Mexico to be con- ^ 
sidered. Sentiment seems to be = 
swinging more in favour of Z = 
Brazil nowadays on the per- : ds di 
ception that the Mexican econ- | Toronto Stock Exchan 
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omy faces some very real problems, despite its debt-restruc- 
turing package. 

The Mexican stockmarket was a star performer in peso 
terms last year, but actually declined in US-dollar terms after 
allowing for devaluation of the currency. If Latin American 
markets hold any lure at all in 1988, investors might be better 
advised to look to Brazil. WHERE TO PUT YOUR MONEY will 
look at the Latin American markets in depth later in the year. 


CANADA 


Bank of Montreal (C$26.37, equal to US$20.39): Continu- 
ously improving asset quality, good capital base, a common 
equity-to-asset ratio of 3.6%. At current yield and trailing 
price-earnings multiples, the shares look cheap. 

Canfor (C$26.12): Anticipate increased earnings per share as 
a result of revenue growth due to increased lumber-pulp 
prices. The company has also been able to further reduce 
costs. Earnings per share are expected to rise from C$4.50 for 
1987 to C$4.90 for 1988. 

Alcan Aluminium (C$35): Although the present very tight 
supply situation may ameliorate and prices may retreat from 
current high levels, Alcan's performance will be impressive 
in 1988. Increased penetration of non-cyclical container mar- 
kets and cost reductions from rationalisation programmes 
will keep profits buoyant. 

Falconbridge (C$24.62): Nickel prices are not expected to 
maintain their current levels through 1988. However, aver- 
age prices are likely to be much higher than in 1987. The Kidd 
Creek Mine is also one of the world's highest-grade copper 
mines. Company has a strong balance-sheet. 

Laidlaw Transportation (C$17.75): Laidlaw has displayed an 
ability to grow at a rapid rate in what are basically non-cycli- 
cal areas of endeavour, namely garbage and school buses. 
The company has an extremely strong balance-sheet which 
will enable it to continue to make major new acquisitions on 
favourable terms. 

CDC Life Sciences (C$21): One of Canada’s new “growth” 
companies. Has attractive prospects based on a new oral 
polio vaccine, which is still awaiting US approval. Also “Pro- 
hibit,” a new meningitis vaccine has just been given US ap- 
proval for use on children older than 18 months. Early ap- 
proval is expected for use on children older than two months. 
As a consequence anticipated earnings per share for fiscal 
1988 are expected to be C$1.35 compared to an estimated 
C$1.05 in 1987. — WOOD GUNDY 


UNITED STATES 


Caterpillar Tractor (US$59): Improved international com- 
petitive situation. Profitability is highly leveraged to incre- 
mental revenues. 
Trinity Industries (US$23): 
50% of US railcars manufac- 
turing at a time US industry is 
reviving. Expect strong growth. 
Nalco Chemical (US$29): 
Major factor in water-waste 
treatment industry and major 
beneficiary of US industrial 
growth. 
CSX Corp. (US$26): Eastern 
railroad; beneficiary of rising 
US exports. Restructuring has 
improved profit prospects. 
Tenneco (US$41): Conglom- 
erate with undervalued assets 
and broadbased industrial ex- 
posure. 
Parker-Hannifin (US$35): 
Quality manufacturer of indus- 
trial components. 

— CHARLES CLOUGH, 

MERRILL LYNCH 
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Purchase warrants 
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and play safe 


By James Bartholomew in London 


he October crash has tended to polarise investors into 

those who consider the fall a mega-correction in a bull 
market and those who regard it as the beginning of a major 
bear market. Paradoxically, both the optimists and the pes- 
simists should consider buying warrants. 

Warrants are basically long-term call options. They give 
the owner the right to buy a fixed number of shares at a fixed 
price at specified times before the warrant's expiry date. 

Like call options, they offer financial gearing. If the 
shares go up by any given amount, the warrants will go up 
proportionately more. Similarly, they fall by a bigger per- 
centage if the shares drop. Warrants are issued by the 
companies, themselves and they are long term. Most of 
them on issue at present have a remaining life of one to 10 
years. 

Sometimes warrants are cheap in relation to their under- 
lying shares and sometimes dear. The calculation of what is 
cheap or dear can be very complex. The best known method 
of calculating is the Black and Scholes model. The model 
works on the theory that different combinations of shares, 
warrants and bonds should yield equal returns. It uses such 
variables as share and exercise prices, volatility, interest 
rates and dividends, to calculate the “correct” price of a war- 
rant. Several brokers use this method with modifications of 
their own. 

Clearly the way to do well in warrants is to pick a warrant 
which is good value and linked to a share which is going to 
outperform the market. Then there is a hope of double out- 
performance — once on the shares and again on the warrant 





Caught out by the 
market crash 


By Christopher Marchand in Hongkong 
To latest figures from the actuarial company, Wyatt, de- 

tail the miserable performance of unit trusts in the fourth 
quarter of last year. Net asset values (NAV) of the funds under 
the control of the major fund management groups declined by 
30% or more in the final quar- 
ter, a reflection of the unpre- 
cedented speed and ferocity of 
the market's slide. 

Estimated redemption fi- 
gures — more authoritative fi- 
gures must await the publication 
of the funds' breakdown of as- 
sets on 31 December — also ap- 
pear to be running at a high rate. 
While the October figures were 
distorted by a good fortnight 
prior to the crash, most funds 
have been hit by outflows of up 
to 40% in the last quarter. 

One of the accompanying ta- 
bles shows the collapse in the 
major funds’ total NAVs. 
However, aS some mana- 
gers have more gilt and currency 
funds than others, the figures do 
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price in relation to the shares. For the optimists, this is the 
way to make maximum profit out of a bull market. 

Barry Marshall, of Savory Milln, currently recommends 
the 1987-92 warrants issued by Thorn-EMI, the British elec- 
trical and leisure group. The shares stand at 560p 
(US$10.20). The warrants cost 140p and give the holder the 
right to buy the shares at 555p until 6 January 1992. Accord- 
ing to the Savory Milln computer, the warrants are good 
value because their theoretically correct price, at 180p, is 
well above the market price. 

Looking at it without the help of a computer, let us sup- 
pose the share price doubles over the next four years to 
1,120p. If so, the warrant would be worth 565p (1,120p minus 
555p) just before expiry, which would be four times the cur- 
rent cost of the warrant. True, the warrants would not have 
yielded dividends over those four vears, but still they would 
have proved to be a much better investment than the shares. 
So those people who are convinced that the bull run has only 
been interrupted, not stopped, should switch some of their 
portfolio from shares into good-value warrants. 

But warrants can also be used by the pessimists. At brok- 
ers James Capel, Charles Marais is one of those believing 
that we are in a solid bear market. But he still recommends 
buying warrants. He suggests investors put the bulk of their 
funds into bank accounts or short-term fixed-interest instru- 
ments. The remainder should be put into warrants. 

The idea is that if markets fall, then the warrants may lose 
value, but the cash will be safe. But even if Marais is wrong 
and the bull market resumes its charge, then the investor will 
still enjoy much of the benefits of the rise through the highly 
geared warrants. 

Warrants can thus be used in a play-safe strategy. This 
would be somewhat inferior to holding all cash in a bear mar- 
ket or all shares in a bull market. But it is vastly superior to 
holding all cash in a bull market or all shares in a bear market. 
Marais currently likes Kaufhof 1985-95 warrants which 
give the right to subscribe to the shares of this West German 


not simply represent their performance in equities alone. 
The other table lists the estimated redemption rates of a sam- 
ple of funds which specialise in Far East and Asean invest- 
ment. The figures were prepared by the REVIEW on the basis 
of the Wyatt Co.'s monthly report for the HK Unit Trusts 
Association. 

Redemption estimates are worked out by using a 
fund’s one-month price performance to assess the theore- 
tical NAV. A negative difference between actual and 
theoretical NAV suggests the likely rate of redemp- 
tions. A positive difference would suggest a net in- 
flow of funds over the month. 

Fund inflows, such as the re- 
ceipt of monthly income from 
life and pension funds, could dis- 
tort the redemption figures. So 
could fund switching by the 
managers. Despite this, the rate 
of redemptions appears far 
higher than fund managers have 
previously admitted. 

Few of the funds chosen ap- 
pear to have escaped with less 
than 30% of their assets being 
redeemed in the last quarter. 
Redemptions at Baring Pacific 
and Wardley Nikko appear un- 
usually low. Barings’ Richard 
Chevenix-Trench attributes his 
fund’s stability to the “character 
of the client base” which invests 
for the long term, through profit 
and loss. 
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company at Dm 315 (US$192). The warrants cost Dm 132 
whereas Marais’ computer says that (with the shares at Dm 
396) the warrants should be much higher, at Dm 192. 

The recommendations of the two brokers demonstrate 
that warrant prices are sometimes miles away from their 
theoretically correct level. This should bring home the im- 
portance of having a broker with a computer programmed 
with some variety or other of the Black and Scholes model. 

The astonishing thing is that not every major broker has 
such a model. Some brokers are using methods of valuation 
that are antique and inadequate. That is part of the reason 
why anomalies are so abundant among warrants. 

Even the Black and Scholes model, needs to be treated 
with care. One of the necessary inputs is assumed volatility. 
Since the October crash, the volatility assumptions have 
been boosted to levels that may be too high. That means the 
theoretical valuations may also be too high. You can try ask- 
ing your broker to input lower volatility assumptions. 

In general, the bigger, more liquid markets have prices 
most consistently near to the theoretically correct level. The 
West German market is the biggest of the European markets 
and has the most accurate pricing. In other parts of Europe, 
the prices are often far too expensive or too cheap, especially 
the prices of rarely traded warrants. 

The Japanese warrant market all but collapsed after the 
October setback. This is because the warrants were mostly 
traded in. Europe and the Europeans wanted to get out of 
Japan. The prices became absurdly low but have now begun 
to pick up as the Japanese themselves increase their buying. 

Marais' hedging strategy may be particularly appropriate 
for those who feel they ought to have exposure to Japan but 
who are nervous of it. Warrants take a bit of time to master. 
They involve two stages of analysis. First, of the attractions 
of the underlying shares and, secondly, of the valuation of 
the warrant in relation to the shares. So warrants are not for 
the lazy investor. But for the investor prepared to put in a bit 
of effort, they should repay the homework. 


Gartmore's Oriental Ventures showed erratic figures — a 
55% inflow in November was followed by a 25% outflow in 
December. This suggests fund switching, and Gartmore's 
Duncan Mount agrees that there was “a lot of toing and fro- 
ing" among Gartmore funds. Redemptions took place in De- 
cember, as Gartmore managers switched money out of vol- 
atile areas to British bonds and gilts. Redemptions also ap- 
pear to have been high at Jardine Fleming's Eastern fund. 
This fund had attracted institutional support, which could 
have been quick to redeem money di- 
rectly after the crash. 

The Indosuez Asian growth fund, by 
staying open during the crash, experi- 
enced an exceptionally heavy outflow in 
October, and appears among the harder 
hit funds. Doubtless, Indosuez will 
say its reliability in allowing its clients 
to redeem at a time of crisis and market 
closure is a positive public relations 
point. 


(Decline in total 

NAV of fund 

management 

groupe, 1 Oct.- 
1 Dec. 1987) 


CINW 
AS for the NAV declines, these are 
even more marked in sterling terms, | Jardine Fleming" 
and reflect the US dollar's slide against N.M. Sch 
the pound. Thornton recorded an almost . 
unbelievable 62% plunge in sterling 
terms in the last quarter. GAM was not 
far behind. Relatively worse figures 
came from Baring, GT, Gartmore and 
Jardine Fleming. 
Such declines can reflect the aggres- 
sive position-taking by funds, some of 
which dabbled in gearing, second-line 


Jardine Fleming* 


Wardley 
Total Fund Size 


*Excludes JF Nomura. 
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MUCH LESS TO SHOW 


TNot adjusted for new funds or withdrawal of old funds. 
tSupplied by NM Schroder. 


Source: Based on data supplied by Wyatt Report. 














stocks and futures. But the speed and rapidity of the decline 
gave the funds literally no chance to change this bull market 
strategy. The closure of the Hongkong futures market also 
prevented funds from trying to resort to short selling of index 
futures as a form of portfolio insurance. Of course, it could 
be argued that, had the futures market stayed open, futures 
contracts would have plunged so rapidly as to make short 
selling futile. 

Other factors accentuating NAV declines were the 
forced selling of blue chips to raise 
cash for redemptions, fund switching 
and the practice of undervaluing funds. 
Delayed asset valuations were used to 
understate a fund’s asset value. A strong 
rise in stockmarket prices might not be 
immediately incorporated in the fund’s 
asset value and the quoted redemption 
price. A daily downswing in market 
prices would be immediately included. 

The effect of understating fund valua- 
tions is to provide funds with some form 
of protection against redemption de- 
mand. This might arise out of volatile 
one-day slides in stock prices — as when 
the Hang Seng Index crashes 100 points 
in a day. This is important for funds 
whose articles of association stipulate 
that redemption prices must be set the 
previous day. A sharp slide might en- 
courage unitholders to cash in at an ad- 
vantage, which would hurt remaining 
unitholders and might trigger a redemp- 
tion spiral. 
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deserve a close look 


By Anthony Rowley in London 


G old, as Julian Baring of brokers James Capel in London 
remarked recently, is a “nice thing to have around” just 
now. So it is, what with the turmoil in financial markets and 
the rekindling of inflation, but it is also an expensive com- 
modity to have around in physical form. 

There are various forms of paper gold and derivative in- 
struments — “gold look-alikes” as Baring terms them — but 
| Many investors have had a rather bad experience recently 
with the most well-known form of paper gold, gold-mining 
shares. Gold shares on average crashed by around 60% in 
price following last October’s Black Monday. 

That was largely because of the tremendous bull market 
which gold-mining shares enjoyed in 1986. The price of phy- 
sical gold rose by nearly US$100 an oz, or roughly a quarter 
in that year, whereas gold shares on average doubled in 
price. Theory has it that the gearing ratio between the price 
of mining shares and the gold price is around 2.3, based on 
experience, so clearly gold-mining shares were well ahead of 
the game before the fall. 

The collapse in gold-mining shares is unlikely to be forgot- 
ten in a hurry by most investors, even though prices have re- 
covered recently. So, for a while at least, gold shares may fail 
to track the price of gold upwards. 

As an alternative to gold shares there are, of course, op- 
tions on gold, most popularly traded in Chicago or in Lon- 
don. But options have the disadvantage of being of short 
maturity — typically three months — and can be exceedingly 
volatile in price during that period. Spreads between bid and 
offer tend to be wide too, and once the option has expired the 
money paid over has gone, unless the investor chooses to sell 
out at the best price or exercise the option (which is costly). 

That leads us to gold warrants, which have become in- 
creasingly popular in recent months, since the collapse of 
gold-mining shares. Gold warrants are linked directly to the 
price of gold, rather than to an underlying equity share. Like 
options, warrants permit the holder to exercise his claim on 
the gold if he so desires, though, in point of fact, he is much 
more likely to sell the instrument at a profit — provided the 
underlying gold price moves in the right direction. 

Maturities are much longer than on options (ranging from 


An investor's tael 


By Christopher Marchand in Hongkong 


B anque Indosuez has announced a bull and bear bond 
issue linked to the Hongkong-dollar tael gold price. The 
HK$1 billion (US$128.5 million) issue follows Citicorp Inter- 
national's gold-linked certificate of deposit issue in De- 
cember. Underwritten by Indosuez Asia and CEF Capital, 
the issue is split equally between the bull and bear variants, 
which are issued in denominations of HK$20,000. 

The bear bonds carry interest of 9% a year, while the bull 
bonds will yield only 4%. The gold issue price will be deter- 
mined by the average tael gold price in the five business days 
ending on 26 January. (A tael equals about 1.33 oz.) The re- 
demption price will be set by the average tael price in the five 
business days to 26 January 1993. 

Every HK$! rise in the tael price from the gold issue price 
will add HK$10 to the bull bonds, and deduct HK$10 from 
the bear bonds. Conversely, every HK$1 fall adds HK$10 to 
the bear bonds, and subtracts the same from the bull bonds. 





three to five years), dealing spreads are narrower and volatil- 
ity is less, though still enough to offer the chance of quite 
highly geared gains. A 4% rise in the gold price produces on 
average a 20% rise in the price of a gold warrant. The gearing 
factor on warrants can be higher — up to 10 times depending 
on the exercise price — but is nothing like the gearing on op- 
tions, which can be up to 100 times. 

There are 47 warrants in issue so far. The issuers range 
from companies such as AT&T or Eastman Kodak to 
Citibank or Banque Indosuez. Sometimes the warrants form 
a detachable "sweetener" issued along with a bond (such as 
those issued by the Belgian Government) but often they are 
stand-alone instruments issued by corporations which find 
this a relatively low-cost means of raising capital (warrants 
bear neither interest nor dividends). The issuer covers him- 
self forward against the possibility of the warrants being exer- 
cised in return for gold. | 

A warrant portfolio can be started with as little as 
US$200, though around US$4,000 might be a more reasona- 
ble investment for a spread portfolio. Brokerage fees will 
typically be around 1%. James Capel reckons that a warrant 
portfolio could be expected roughly to double in value if its 
in-house prediction that the gold price will reach US$560 an 
oz by mid-year is fulfilled. 

The amount of gold which different warrants represent 
varies greatly. So does the actual price of the warrant. For in- 
stance, a Standard Oil warrant represents 3.3 oz of gold with 
an actual warrant price of Sfr 400 (US$300.76). This repre- 
sents a price of US$91.14 for each ounce of gold. 

This is not, of course, the same as the exercise price of 
US$565.20 an oz. To this has to be added the US$91.14 cost. 
Thus the "gold price via warrant" case comes out to a total of 
US$656.34 and the gold price would need to go above that in 
order to make the exercise worthwhile. As these particular 
warrants do not expire until the end of 1991, there is plenty of 
time for the gold price to reach that level and beyond. 

Of course, it is not necessary either to exercise or to wait 
until 1991 in order to make a profit from the warrant. Once 
the gold price starts rising, the value of the instrument would 
also rise in a geared manner and could be sold via a broker. 

The Standard Oil warrant has a “premium gearing” of 5.3, 
and this is the factor by which the warrant price would move 
for each 1% increase in the price of gold. 

Unless the US can substantially reduce its deficits in 1988 
and unless there is massive, concerted intervention from 
central banks to prop up the US dollar, the scope for geared 
pes this year looks good. Even if the dollar is propped, in- 

ation may well give the gold price a handy upward shift. E 


A 10% movement in the gold price should result in a 22.5% 
adjustment in the bond trading price. 

The maximum capital gain is HK$20,000 — double the 
initial investment — which would represent a HK$2,000 
change in the tael gold price. (The tael gold price on 14 
January was HK$4,466.) The investor's capital would be 
wiped out if he suffered an adverse HK$2,000 a tael price 
movement, but he would continue to receive dividends. 

The HK$20,000 denomination makes the issue accessible 
to small investors, even though some 40% of the issue has 
been placed with institutions. Hedging and arbitrage could 
enhance the issue's appeal. Physical holders of gold could 
hedge against a price fall by buying bear bonds. Speculators 
could take positions to conform with their expectations for 
the gold price, while arbitrage could emerge between the 
theoretical and actual tael price. 

Investors could also hedge against a Hongkong-dollar re- 
valuation by buying bear bonds (to profit from the reduction 
in the Hongkong-dollar gold price) and going forward in US- 
dollar gold futures to preserve capital. The costs of buying 
forward would largely be offset by interest on the bear bonds. 
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WHERE TO PUT YOUR MONEY 


Scottish trusts survive 


in better shape 


By Anthony Rowley in Edinburgh 


cotland is the home of the invest- 

ment trust according to some Scot- 
tish fund managers. So — if the idea of 
investment trusts (as distinct from unit 
trusts) appeals to you — the Scottish na- 
tional and financial capital of Edin- 
burgh looks like a good place to put 
your money. 

There are arguments to suggest that 
investment trusts are a good bet — a 
better bet than unit trusts, in fact — in 
the currently turbulent state of world 
stockmarkets. Those trusts invested in 
Japan, of which there are more in Edin- 
burgh than in London, have particular 
appeal for those who believe that the 
Tokyo market will not crash. 

Investment trusts invested in Far 
Eastern markets have in most cases per- 
formed better than unit trusts similarly 
invested during the past year. Al- 
though values declined in the year 
to 30 November 1987 (which, of 
course, embraced the October 
stockmarket crash and beyond), 
they did not decline as much as 
unit trusts. 

Looked at on a three-year, 
five-year or seven-year basis, many 
of the investment trusts have done 
exceptionally well, better than 
unit trusts in many cases, though 
frequently unit trusts specialising 
in Far Eastern markets have not 
been in existence long enough for 
true comparisons to be made. 

One reason for the investment 
trusts’ recent superior perform- 
ance relative to that of unit trusts 
has been the fact that, unlike unit- 
trust managers, groups running such 
trusts were not forced into making re- 
demptions of underlying stocks in order 
to meet demands for liquidation of units 
following the crash. 

An investment trust is, of course, a 
corporate vehicle for investing in shares 
and its own shares are listed on a 
stockmarket. Only by selling those 
shares to another can any one investor 
expect to liquidate his holding. A unit- 
trust manager, on the other hand, is 
compelled to make a market in units 
and that can mean having to sell his 
most marketable (and perhaps best) 
underlying stocks in order to meet in- 
vestor demand for liquidation of units. 

On the other hand, investment trusts 
do suffer from the traditional disad- 
vantage that their share prices tend to 
stand at a discount to underlying net 
asset values (NAV), whereas unit-trust 
prices always reflect NAV (adjusting 
for the spread between bid and offer 











(%) 


Crescent Japan 


Drayton Japan 
Fleming Japan 
G. T. Japan 


Small company funds 


REVIEWTABLE by Andy Tang 


and the various front-end charges to the 
new investor). 

In the case of the half dozen or so 
Japan investment trusts operated by 
various Scottish fund-management 
groups, this discount to NAV now 
stands at a high 20% or so on average. 
Thus, it can be argued that the prices of 
the investment-trust shares are already 
discounting further weakness in the 
Japan market and thus represent some- 
thing of a bargain at today’s prices. 

Edinburgh Fund Managers’ (EFM) 
Crescent Japan has been the best per- 
forming of all British investment trusts 
in the past seven years. During the past 
five years, three of the best trusts have 
been Scottish. 

Not all the investment trusts, of 
course, are solely invested in Japan. 
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Ivory and Sime’s Pacific Assets Trust, 
for instance, invests in the Asia Pacific 
region but specifically excludes Japan 
and Australia. The EFM Dragon Trust 
is invested 43% in Hongkong, 13% in 
Singapore, 13% in Malaysia, 18% in 
Thailand, 6% in the Philippines, 4% in 
Taiwan and 1% in cash. 

The Scottish investment trusts have 
always been conservatively managed, 
yet that conservatism (apart from hav- 
ing produced good results over the 
medium and long term) may well prove 
to have been a virtue throughout the 
period of recent market turbulence. 

This very conservatism is something 
which is encouraging Japanese institu- 
tions to put money into the hands of 
Scottish managers, sometimes to be in- 
vested back into Japan itself. Sumitomo 
Trust has formed a joint venture in 
Edinburgh with Ivory and Sime and 
Sumitomo Life another venture with 
Ivory and Sime in Hongkong. 0 
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South Korean unions prepare for new wage battles 


The price of democracy 


By Mark Clifford in Seoul 


pape ime by last summer’s mas- 
sive strikes, South Korea’s unions 
hope to use this spring’s annual wage of- 
fensive to consolidate their strength. If 
they are successful, strikes in March and 
April could present president-elect Roh 
Tae Woo with one of his first major 
tests. 

What would be a political test for the 
new government is likely to be an 
economic challenge for South Korea’s 
buoyant economy. Higher labour costs 
will give another nudge to inflation, 
which more than doubled last year to an 
estimated 5.8%. But the more serious 
question for the South Korean economy 
is what another round of double-digit 
pay increases will mean to the country’s 
international competitiveness. 

Labour costs rose an average of 
17.2% last year, according to a 
recent survey by the Labour 
Ministry. Productivity, by con- 
trast, rose only 10.2% nation- 
wide. The Korea Productivity 
Centre expects another 1095 in- 
crease in productivity this year 
and minimum 10% wage rises even 
without protracted labour strife. 

Industries such as footwear, 
toys and clothing and parts of tex- 
tile manufacturing will be hurt 
the most by steep wage increases. 
Shipbuilding, which is already 
groaning under the burden of 
global overcapacity, may also be 
hit hard by another round of 
wage rises, though South Korea's 
shipyards are fortunate in having 
the Japanese as their major com- 
petitors. Japanese shipyards have 
seen their labour costs escalate in 
line with the strengthening yen. 

The lowest-wage industries will be 
under pressure even without another 
round of strikes. A new minimum wage 
law — the country's first — has estab- 
lished basic monthly wages of Won 
111,000 (US$148) and Won 117,000, 
depending on the industry's competi- 
tiveness. 

The Labour Ministry estimates that 
90-100,000 workers, who will be cov- 
ered by the new law, are now making 
less than the minimum wage. That fig- 
ure is equivalent to nearly 2.596 of the 
manufacturing workforce, though many 
of the lowest-paid workers are in the 
service industry. 

But most manufacturing companies 
may have more leeway to handle 
another round of wage increases than a 
cursory glance indicates. According to 
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the Labour Department survey, which 
was based on responses from 2,388 
medium- and large-sized companies, 
pay increases for production workers 
last year averaged only 10.995. Office 
workers won pay rises averaging 19.995 , 
almost twice as much as their blue-col- 
lar counterparts. Manufacturing com- 
panies seeking to hold labour costs 
down will have to start using white-col- 
lar workers more efficiently. 

Workers have some room to play 
catch-up in the wage game. While real 
wages increased slightly faster than pro- 
ductivity in the 1970s, in 1980-81 the in- 
crease in real wages lagged behind pro- 
ductivity increases by about 36%. From 
1982-86 the gap was about 1695. 

While pundits worry about the possi- 
bility of a "spring crisis," paralleling last 
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Striking bus drivers: wage games. 


summer’s more than 3,000 labour dis- 
putes, unions seem to have no clear 
sense of direction. 

The government-sanctioned Federa- 
tion of Korean Trade Unions (FKTU) is 
struggling to shake off the legacy of the 
cosy relationship it has traditionally en- 
joyed with the government. But its 
leadership is clearly uneasy with adopt- 
ing a more aggressive stance. 

In early January the government 
newsagency, Yonhap, quoted FKTU of- 
ficals as saying that the federation plan- 
ned a general strike on 10 April if its de- 
mands for higher wages were not met. 
But in an interview with the REVIEW 
less than a week later FKTU president 
Kim Dong In softened his stance, saying 
that he had been misinterpreted and 
that the FKTU would merely encourage 





its members to take “coordinated ac- 
tion.” In any case, it is unlikely that the 
FKTU is strong enough to stage success- 
fully a nationwide work stoppage. 

Higher wages are at the top of the 
FKTU agenda. The federation says that 
it reckons a “living wage” for a male 
worker in Seoul is Won 225,000 a 
month. A Seoul National University 
study commissioned by the federation 
found that the subsistence wage was 
Won 159,000 a month. FKTU president 
Kim says that it will use the living wage 
when deciding whether to strike. 

The FKTU’s biggest struggle may 
not be with employers but with the rest 
of the labour movement. The federa- 
tion, whose close ties to the government 
were most vividly demonstrated last 
April when it supported President Chun 
Doo Hwan’s controversial deci- 
sion to suspend talks on constitu- 
tional revisions, faces mounting 
challenges to its leadership. 


group of more than 50 un- 
ions, spearheaded by white- 
collar financial workers, was 
formed last summer to try to top- 
ple the existing FKTU leader- 
ship. These so-called “democra- 
tic unions” within the FKTU now 
number more than 300, accord- 
ing to sources close to the reform 
movement. But they have had a 
difficult time picking up support 
from blue-collar trade unionists, 
with most support coming from 
service sector unions. For now, at 
least, the FKTU leadership is firm- 
ly entrenched since the union’s 
next triennial convention is not 
scheduled until the spring of 1990. 
The FKTU is made up of more than 
3,500 enterprise unions, with a total of 
almost 1.2 million workers. Unions are 
generally limited to representing work- 
ers at only one company. Each of the 
enterprise unions must belong to one of 
the federation’s 16 industrial unions. 
The reform-minded financial work- 
ers, along with taxi drivers, are trying to 
break — from their enterprise-based 
unions and form what they say would be 
more representative industrial unions, 
though still under the FKTU umbrella. 
If they succeed in forming new indus- 
trial unions, they will have a voice in the 
FKTU leadership and could push it to- 
wards taking a more militant tone. Hos- 
pital workers and Seoul’s subway work- 
ers are considering similar moves. 
Yet for all the tough talk, labour's 
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spring offensive may fizzle out. Last 
year more than 1,400 new unions were 
formed, most of them during the heady 
strike-filled days of August and Sep- 
tember, but those inside the labour 
movement say that many of them are 
now adrift. Most of the new union lead- 
ers are inexperienced in the skills re- 
quired to actually run a union, such as 
collective bargaining. 

To help fill that gap, the FKTU says 
that it will increase the percentage of its 
budget spent on education from 10% to 
20% over the next few years. The feder- 
ation also says that it will raise annual 
dues from Won 840 to Won 960 and 
make a more concerted effort to collect 
those dues. Currently, fewer than 80% 
of members actually pay dues. Some of 
the arrears are due to sloth, but much of 
the deficiency is generally believed to be 
in protest at what many members be- 
lieve to be the FKTU’s impotence. 

Dissident trade unionists, who at- 
tack the FKTU for its cosy relationship 
with the government, are also active. 
Groups of dissident workers, some of 
whom have been blacklisted, are trying 
to coordinate in working-class areas like 
Inchon and Kuro, two industrial centres 
in metropolitan Seoul. 

Last summer’s strikes, like most 
labour actions in the past, were almost 
exclusively spontaneous wildcat strikes. 
While the dissidents would like to see 
more local coordination, by their own 
admission they will not know until this 
spring whether their organising will pay 
off. So far, at least, they have not had 


the power to stage coordinated actions. | 


More telling, they have not had the or- 
ganisational skills to run unions once 
strikes are finished. 

The dissidents are not the only 
ones trying to coordinate their actions. 
Unions at some of the country’s major 
business groups have started swapping 
information, within the same group, 
and coordinating bargaining on an 
inter-company basis, according to 
labour movement sources. South 
Korea’s labour law makes coordinated 
action difficult through its insistence on 
individual unions in each company. 
Overcoming this fragmentation is one 
of the unions’ key tasks. 

Unions will, however, bargain from 
a stronger position this spring, thanks to 
an amended labour law passed at the 
end of October. Most significant, ac- 
cording to FKTU president Kim, was 
the abolition of compulsory arbitration. 
Moreover, the Labour Ministry is now 
vetting applications for new labour 
unions within 72 hours, rather than de- 
laying decisions for months, as it had 
done in the past. But even under the re- 
vised labour law, unions remain banned 
from any political involvement. 

And it is politics, after all, that prob- 
ably holds the key to this spring. If the 
new government cracks down too 
harshly, it will dash Roh’s attempts to 
achieve national reconciliation. Oo 
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COMMODITIES 


Pulling the trigger 


Rubber and palm oil prices surge higher 


By Nick Seaward in Kuala Lumpur 


M alaysian plantation companies 
have been surprised and delighted 
by a prolonged surge in the price of rub- 
ber and palm oil in the international 
markets. Crude palm oil is now being 
traded at M$1,235 (US$487.18) a 
tonne, compared with an average price 
in 1987 of about M$750 a tonne. As for 
rubber, RSS One was quoted in Kuala 
Lumpur recently at 282 M cents a kg for 
March delivery, compared with an aver- 
age of about 270 M cents a kg in 1987. 
The extraordinary aspect about the 
rubber market is the failure of extensive 
sales from the International Natural 
Rubber Organisation (Inro) buffer 
stockpile to bring down prices. The Inro 
five-day moving average price of RSS 
One, RSS Three and SMR 20 grades hit 
the 232 Malaysian/Singaporean cents a 
kg *may-sell" level in late August. Since 
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then, despite steady sales into the mar- 
ket by Kuala Lumpur-based buffer- 
stock manager Aldo Hofmeister, the 
price has risen to the 242 M/S cents a kg 
“must-sell” trigger point — and beyond. 
Before the sales began, the stockpile 
stood at some 360,000 tonnes. It is dif- 
ficult to estimate with any accuracy how 
much now remains, as the buffer-stock 
manager is forbidden to reveal even to 
Inro members how much he has sold 
until 60 days after the event. However, 
Hofmeister is believed to have informed 
members that he sold about 30,000 ton- 
nes in September and about 24,000 ton- 
nes in October. On that trend, market 
estimates of sales so far of 125,000 ton- 
nes do not seem too wide of the mark. 
This disposal of about a third of the 
stockpile has taken many traders by sur- 
prise as they had assumed that the buf- 





fer-stock manager's mandate to sell had 
been curtailed in the interregnum be- 
tween the expiry of the first Interna- 
tional Natural Rubber Agreement in Oc- 
tober 1987 year and the beginningofInra 
ILin either October or November 1988. 

It had been widely reported that the 
manager had been instructed to make 
modest sales of some 2,000 tonnes a 
month simply to meet operating ex- 
penses of the Inro secretariat and the 
stockpile in the interval before Inra II 
came into force. However, Hofmeister 
told the REVIEW that Resolution 89 of 
the 14th session of the International Na- 
tural Rubber Council in May 1987 man- 
dated him to follow the may-sell and 
must-sell trigger points — the main 
criterion being that such sales "shall not 
. . . disrupt the rubber market.” 

This last condition is causing some 
problems: should the man- 
ager dump the rest of his 
stockpile to squeeze short 
sellers, who many believe 
are forcing the price 
higher, or should he con- 
tinue with his practice of 
regular disposals? Al- 
though the former option 
would please consuming 
countries, Hofmeister said 
there are strong reasons for 
thinking the bull market is 
genuine and not the result 
of speculation. 

Consumption has pick- 
ed up sharply while bad 
weather has hampered pro- 
duction in Malaysia and In- 
donesia. “We have had a 
true tightness,” said Hof- 
meister, “everyone is buy- 
ing in larger amounts — 
there is no build-up of inventory, stocks 
are minimal.” 

Prices are expected to go through 
another surge if reports of early winter- 
ing in Malaysia’s southern state of Johor 
prove to be true. When rubber trees go 
through the wintering process, the 
leaves are shed and latex production 
drops by as much as 50% from peak 
months. Hofmeister said that the re- 
maining stockpile “could go in a hurry” 
if wintering does set in early. 

There are already rumours in the 
market place that the buffer stock has 
run out of RSS One. Hofmeister conced- 
ed that this may be the case for shipments 
from Malaysia but pointed out that Inro 
keeps its rubber stockpiled in 28 differ- 
ent locations. “There is plenty of One 
elsewhere,” he told the REVIEW. 

Nevertheless, rubber brokers are 
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now having to ponder what future prices 
will be like without a stockpile over- 
hanging the market. Undoubtedly pro- 
duction will increase in response to the 
recent price trend, particularly from the 
smallholders who produce around 60% 
of the rubber in Malaysia. However, 
some analysts now believe there is little 
to prevent the average price rising as 
high as 350 M/S cents a kg up to the end 
of the second quarter. 

The optimistic outlook is not thought 
to apply to the palm-oil price, which has 
reached its highest levels since mid- 
1985. While there are valid fundamental 
reasons for the price increase, most 
analysts are expecting a correction 
back to the M$900 a tonne level 
by end-March, compared with the 


M$1,200 a tonne levels seen in mid- 
January. 

This view stems from an expectation 
of a recovery in Malaysian and Indone- 
sian Output after an unusually early tap- 
ering-off of the main production season 
in October-November. It has also been 
pointed out that much of the sudden 
price increase has been due to short- 
covering by traders who had been 
caught out by the heavy and sustained 
buying by India, which suffered a failure 
of its oilseeds crop after drought. 

The lower Malaysian production was 
almost certainly due to the “preceding 
yield effect,” which means that the 
palms have suffered from the stress of 
producing a near-record yield in the 
1985-86 crop year. However, another 


factor is the cut in the application of fer- 
tiliser by plantation companies in 1986, 
during the slump in prices. 

Malaysian production of palm oil in 
calendar 1987 is now at around 4.5 mil- 
lion tonnes, compared with industry 
forecasts of about 4.8 million. How- 
ever, some analysts now estimate that 
production in 1988 will recover to about 
the 5 million-tonne mark, due to an ex- 
pected increase in mature hectarage and 
an end to the stress effect. 

Overall, however, the price should 
stabilise at the M$900 a tonne level as 
growth in global consumption should 
outstrip growth in global production by 
1.7 percentage points, leading to a re- 
duction in carryover stocks by 9.3% to 
1.46 million tonnes. Oo 





Sugar-king deposed 


Manila forced to import a former export stable 


By Jose Galang in Manila 


Ts Philippines has started to import 
sugar, a commodity which used to 
account for up to 20% of its annual ex- 
port earnings. The imports are needed 
to cover a shortfall in supplies caused by 
increased demand following a revival in 
consumer spending and a fall in output. 
Bad weather, including drought and 
typhoons, farmers' reluctance to plant 
cane last year because of their opposi- 
tion to government land-reform plans, 
and insurgent activities all contributed 
to the drop in production. 

For the crop year to August 1988, 
the Philippines plans to import up to 
100,000 tonnes of sugar, to cope with a 
projected 11% drop in domestic pro- 
duction. About 25,000 tonnes has al- 
ready been brought in, helping stabilise 
local sugar prices during the year-end 
sales surge. 

This is the second time the Philip- 
pines has had to import sugar. In 1983- 
84 the now-defunct National Sugar 
Trading Corp. imported a total of 
287,238 tonnes, ostensibly for local 
refining and subsequent re-export. 
Domestic producers at the time were 
reeling under the crippling effects of 
high costs, depressed domestic demand 
because of the general economic slow- 
down and low world prices. 

The decision to again import sugar is 
widely seen as a further indication of the 
continued decline of the Philippines' 
sugar industry, which once formed 
one of the country's most influential 
economic and political power blocs 
(REVIEW, 18 Apr. '85). 

Previous governments had encour- 
aged the building up of the industry's 
milling capacity. This later became un- 
economic when world sugar prices fell 
to record lows of about 3 US cents a Ib in 





1985, against 30 US cents 
in the mid-1970s, while 
the domestic cost of pro- 
duction remained at 
about 12 US cents. 

Some government of- 
ficials, including Ag- 
riculture Secretary Car- 
los Dominguez, believe 
the recent rise in world 
sugar prices to about 9.2 
US cents and a rise in 
consumption as Manila’s 
economic recovery gath- 
ers pace could lead to a 
flurry of planting activi- 


year, total demand is projected at 1.6 
million tonnes, against an expected sup- 
ply of 1.4 million tonnes which includes 
the planned import of 100,000 tonnes. 
Government officials have set a 
domestic production target of 1.7 mil- 
lion tonnes, but there 
seems little chance of it 
being reached. Output 
has been falling steadily 
since 1983 and over the 
past four years about 
100,000 ha of sugar lands 
have been abandoned. 
Some moves are being 
made to encourage sugar 
planting again. The 
state-owned Philippine 
National Bank has in- 
creased allocations for 
Sugar-crop loans to 
P 1.26 billion for this sea- 
son, compared to P300 





ty. This could again lead aye ee e ai million last year. Of the 
to an excess supply by A SS increased lendings, 2600 
1989, says Dominguez. Fe his urn million is intended for 

For the time being, cA ST ee eS planters and 2300 mil- 
however, supply remains fees So iveSe| lion for millers. There 
tight. Total supply for ting Negros sugar. are also moves to reopen 





the crop year ended Au- 
gust 1987 was estimated at 1.33 million 
tonnes but demand was 1.46 million, 
forcing the government to draw down 
its stocks. Some of that demand was ac- 
counted for by Manila’s commitments 
to the US market which this year will re- 
quire 200,180 tonnes — 100,335 tonnes 
to fill its basic quota and the rest under 
US re-export quota rules. 

The sugar shortage raised domestic 
prices late last year to as high as P520 
(US$24.80) a picul (133.33 Ib), com- 
pared to P160 in 1986. The December 
1987 prices were the highest since the 
1970s. This means that with production 
costs of about P300 a picul, sugar has 
become a profitable industry again. 

There is speculation that further im- 
ports may be needed to maintain the 
country's 60-day buffer stock of some 
200,000 tonnes. In the current crop 





bankrupt sugar mills. 

The current milling season, which 
will last until March-April, has already 
seen fierce competition for cane supply. 
Some of the mills have lowered their 
traditional 40% share in production 
contracts with planters to 30%. Many 
planters refused to plant cane or stayed 
away from their farms last year in pro- 
test at the government’s plans to include 
sugar farms in its land-reform pro- 
gramme or because of insurgent ac- 
tivities. There is now a shortage of cane 
for milling, according to industry lead- 
ers. Less than half of the country's 36 
sugar mills started their milling season 
in December, the traditional time. 

In Negros Occidental, the premier 
sugar-producing region, many landown- 
ers have planted other crops and turned 
some of their land over to prawn farming, 
which is far more profitable than sugar. 
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Do you need a flight kitchen that will cater for 
27 different airlines and a multitude of different tastes? 


You do if you're reaching for the sky. 
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MNC&H/THA/5225 


Part of Thai Internationals massive expansion programme is the world's most modern flight kitchen, capable of 
preparing as many as 22,000 meals a day. Passengers can choose from Western or Oriental dishes, kosher or vegetarian, 


all beautifully prepared in separate kitchens using the most advanced catering methods and dat : 
«3 Thai 


equipment. Thai. Centuries-old traditions. Innovative thinking. State-of-the-art technology. 


Smooth as silk 





A NEW DRIVING 





A HIGHER STANDARD: Here is a blend of elegance and performance usually found onl 


big, luxury cars. Thats because Toyota believes everyone shc 


ALL NEW COROLLAS NOW COME WITH enjoy the newest automotive advancements. And the latest exam 
TOYOTA MULTI-VALVE ENGINES. of this thinking is the all-new Corolla. It has an elegantly roun 


EXPERIENCE 


-Z TOYOTA 
S7 MULTIVALVE 
DXMI: 





hape to be proud of. And the high output and efficient multi-valve 
ngine in all Corollas puts their performance in far better shape. 
xpand your driving experience to new horizons with the all-new 
corolla. Toyota — World’s No. 1 producer of multi-valve engines. 
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for you to consider NEPZ, 
here are ten more reasons to consider. 


Perfect location 


Situated at NOIDA — a fast 
developing industria! zone just 
20 km from New Delhi, NEPZ 
offers an address that could not 
have been better. In terms of 
accessibility and in terms of 
business sense. 








Central Government 
incentives 

Ihe export units at NEPZ 
enjoy invaluable incentives. 
Such as exemption from 
customs duty. import 
licences, central excise 
duty and export control order restrictions. 





Uninterrupted power 
supply 

Another benefit of being 
located at NOIDA is the 

state government s guarantee 
to give non-stop power to 
this area. 









Follow the 

. leaders 

World leaders like 
Olivetti of Italy. 
Metexil Strickenaren 
of Germany and 

| | Helena Rubinstein 
of USA have joined hands with Indian 
companies to make the most of NEPZ. 
Already the projected investment 

at the zone has crossed US S 70 million. 
This more than proves that NEPZ is one 
investment Opportunity vou should not 
overlook. 


ty uus 





Move into NEPZ. Move out to the world. 


Single-window 
clearance 


A single-window clearance 
at NEPZ helps give your 
unit a quick, flying start. 
Just select the right project. 
and within 45 days of filing 
your application, vou will get all 
clearances. 





The manpower 
advantage 
New Delhi and its 
surrounding areas have 
an abundance of skilled 
and unskilled manpower. 
This ensures the ready 
availability of economical and 
| experienced personnel for the units 
at NEPZ. 





New Delhi's network 


the Capital are enormous. 
You can reach any part of 
the world in minutes 
through the city’s huge 
global telecommunications 
network. For your cargo. there s an 
international airport merely 30 km away. 
And, of course, the Capital's transport 
links — to the whole of India. And 

the world. 













Ihe benefits of being close to] . 





plots and built-up spaces. And 
a further 80 hectares will soon 
be added. For those at NEPZ, 


| there are warehouses, banks, restaurants, 


hospitals and housing facilities available 
in the vicinity. NEFZ also has its own digital 
telephone exchange and an on-site customs 


clearance office. ::- 0. 





Only pollution-free projects 

- arebeing allowed to be set 
 upat NEPZ. This ensures 

à clean, healthy environment 
which has become a rare 
phenomenon in today's modern world. 


If you have a 100% export-oriented project, with a minimum value | 
addition of 30%, NEPZ is just the place for you. Pollution-free — | 
projects with high- tech/foreign collaboration preferred. — 

For a detailed brochure and application form, write to : 


Joint Development Commissioner, 


Noida Export Processing Zone, | * 


Ministry of Commerce, Government of India, 


Lodhi Hotel, Lala Lajpat Rai Marg. 
New Delhi-110 003. INDIA. | 
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POLICIES 


Managers rule, OK? 


Less power to the party under China’s enterprise law 


By Ellen Salem in Hongkong 


C hina’s reformist camp recently won 
a major and hard-fought victory 
when the politburo approved, in princi- 
ple, the draft state-owned industrial- 
enterprise law. The reformers have 
wrested for themselves the legal basis 
to institute, on a nationwide basis, 
changes they feel will overhaul the state 
industrial sector. 

The enactment of the law, which will 
separate the right of ownership from 
management, has been a rallying point 
for the proponents of economic 
liberalism since 1985. The law is now 
under discussion by the standing com- 
mittee of the National People’s Con- 
gress (NPC) and passage of the law by 
the full session of the NPC in March 
seems all but certain. 

This is the fourth time the law has 
been deliberated by the standing com- 
mittee of the NPC since 1985. But it is 
the first time that the committee has de- 
cided to make public the com- 
plete text of a law prior to its 
submission to the full session 
of the NPC for approval. By 
so doing, the leadership has 
begun a process of informing 
the public of the legal con- 
straints on cadre power within 
industrial enterprises. At the 
same time, publication of the 
law gives fair warning that 
even in state enterprises, the 
iron rice bowl doctrine is to be 
abolished. 

Incorporated in the text of 
the law is the stipulation that an 
enterprise is subject to closure 
because of bankruptcy. Imple- 
mentation of the bankruptcy 
law, which was approved in December 
1986, was postponed until the enterprise 
law had been in effect for three months. 

In effect, the enterprise law makes it 
mandatory for the state sector to adopt 
many of the managerial techniques now 
common in profitable firms in the pri- 
vate and cooperative sectors. Once the 
law is passed, all state-owned industrial 
enterprises will become independent 
accounting units. 

As a legal entity, the enterprise is 
given a fair degree of leeway in its opera- 
tions. For example: 

» It may operate by leasing or contract. 

» It has the right to set its own person- 
nel system and wage scale and to hire 
and fire workers. 

> Ithas the right to use its capital to buy 
shares and invest in other enterprises 
and to issue bonds. 

» It may, in line with state regulations, 
use its foreign-exchange income. 
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» It is free to determine its own 
suppliers and set prices, except for pro- 
ducts which are price-controlled. 

For the factory managers, acting in 
accord with the letter and spirit of the 
law requires more than a fair degree of 
political savvy. He must juggle the de- 
mands of his workers, the directives of 
the state and his own mandate to run a 
profitable enterprise while contriving 
to placate party cadres. He has legal re- 
sponsibility for the success or failure of 
the enterprise but all personnel desi- 
sions are subject to review by the work- 
ers’ congresses. As chairman of the con- 
gress, the manager must gain the sup- 
port of the workers’ representatives 
who have the final say over his propo- 
sals for wages and other incentives. 

Additionally, the factory director's 
authority is constrained by various gov- 
ernment ministries which have super- 
visory rights in the establishment of 


Factory managers given new, if vague, authority. 





production policy and development 
plans. The policies and plans are also 
subject to review by the workers' con- 
gresses. 


he law does diminish the power of 

the party cadres within the enter- 
prise. While the rights and duties of the 
factory director, workers' congresses 
and various governmental organisations 
are covered in a separate chapter of the 
seven-chapter law, the role of the party 
secretary within the organisation is 
nowhere so specifically defined. More- 
over, both the congress and the director 
have the right of disciplinary review 
over the party cadres. 

In fact, opportunities for the party 
secretary and other cadres to exercise 
real authority within the enterprise are 
sharply curtailed, or at least subject to 
the approval of the manager. Not only 
does the manager have the responsibil- 


ity for production and management, but 
training, education and deployment of 
Workers as well. 

The intent of the law has not been 
lost on some cadres. According to the 
People's Daily, five party secretaries in 
the brewery, alloy plant, silk factory 
and confectionary plant in an un- 
specified county asked the directors of 
these enterprises to change positions 
with them. The local authorities agreed 
to their requests. 

Clearly, supplements to the law are 
now under consideration. According to 
Yuan Baohua, vice-minister of the State 
Economic Commission, the State 
Council is now working on principles 
concerning contracting and leasing as 
well as the administrative regulations 
on the rights and duties of the govern- 
ment vis à vis the contractor and lease- 
holder. 

What is less clear, however, is whe- 
ther the law will be amended prior to 
its submission to the NPC. The present 
draft, for example, gives the factory 
manager more autonomy than the pre- 
vious draft, tabled last March. 

Published reaction to the law has 
been slanted to suggest that there is a 
groundswell of opinion which calls for 
more specific regulations on the rights 
of managers and the limits on 
the powers of state adminis- 
trative bodies and workers’ 
congresses. This could be a 
harbinger of changes to further 
define the authority of the 
manager. 

The law, as written, is 
hardly a panacea. It is clumsy, 
contradictory and often vague. 
For example, an enterprise 
can be closed for engaging in 
illegal activities, because it is 
bankrupt, under governmen- 
tal authority and for un- 
specified “other reasons.” 
That same enterprise must ful- 
fil production targets but the 
government department au- 
thorised by the state will give incen- 
tives to directors who fulfil the target 
plan. 

Similarly, while defining the enter- 
prise as a separate legal entity, it leaves 
unanswered the question of the layers of 
bureaucratic authority that all too often 
frustrate sound economic decision- 
making and make a mockery of inde- 
pendent decision-making power that is 
now vested in the enterprise. Indeed, 
consultation with the “responsible au- 
thorities” is called for every step of the 
way. 

Shortcomings aside, the law does 
pave the way for changes. But the in- 
evitable obstacles encountered in its im- 
plementation could provide an excuse 
to postpone price reforms, since the suc- 
cess of the enterprise law now appears 
to have become a prerequisite for the 
enactment of a comprehensive price-re- 
form programme. HI 
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Diverting the brain drain 


Taiwan science park woos hi-tech entrepreneurs 


By Bob Johnstone in Hsinchu 


ook closely as you arrive at the gate- 

way to Hsinchu Science-based In- 
dustrial Park and you will see that it 
forms the letters HT for high technol- 
ogy. When the park opened seven years 
ago this may have seemed presumptu- 
ous. Today it seems quite appropriate. 

An hour’s drive from Taipei, the 
park is a deliberate attempt to create a 
Taiwanese version of California’s Sili- 
con Valley. Thus far the attempt has 
been phenomenally successful. 

Since 1980, the park has managed to 
persuade 73 research-based companies, 
three-quarters of them from the elec- 
tronics industry, to set up shop there. 
Between them in 1987, these companies 
generated sales of about US$700 mil- 
lion, with nearly US$500 million in ex- 
ports. 

"The long-term goal of the Hsinchu 
Park," according to K. T. Li, the 78- 
year-old visionary minister without 
portfolio, whose idea the park was, “is 
to help Taiwan leapfrog from a low- to a 
medium- and hi-tech economy." 

Specifically, the park has three roles: 
» To help restructure Taiwan's indus- 
try by providing a base for its move from 
labour- to knowledge-intensive produc- 
tion. Taiwan currently spends just 
1.06% of GNP on research and de- 
velopment (R&D). This is low in com- 
parison with developed countries. 
Japan, for example, spends almost 3%. 
The Taiwan Government would like to 
see spending on research rise to 2% or 
more by 1996, with private industry con- 
tributing 6076 of the total, compared to 
the current 40%. 

» Tocreate jobs for local talent and op- 
portunities for Taiwan expatriates who 
want to return. Taiwan has a serious 
brain-drain problem — 20% of college 
graduates go abroad to get higher de- 
grees; only 20% return. The problem is 
even more acute for Taiwan scientists 
and engineers, some 30,000 of whom 
are now reckoned to be working in the 
US. 

> To  cultivate entrepreneurship. 
Taiwan companies have traditionally 
been conservative, family-owned 
firms. The science park offers the op- 
portunity for anyone to start up his or 
her own company. 

Hsinchu, a farming community 70 
km southwest of Taipei, was chosen as 
the site for the park because there are 
two national universities — Tsinghua 
and Chiaotung — nearby to provide a 
ready supply of researchers. An added 
attraction is the fact that Hsinchu is the 
home of several large quasi-governmen- 
tal laboratories, known collectively as 
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the Industrial Technology Research In- 
stitute. 

Of these, the most important is the 
Electronics Research Service Organisa- 
tion (ERSO). This organisation’s role is 
to develop technologies, then dissemi- 





nate them to companies. In particular, 
ERSO has been instrumental in the 
creation of the Taiwan semiconductor 
industry. 

Companies not only get the 
technologies, they also get many of the 
engineers who developed them. Chin- 
tay Shih, ERSO’s director, reckons that 
staff members work on average bet- 
ween three and five years at the institute 
before moving on; in 1986, more than 
20% of them left to go into industry. 

The government persuaded Hsin- 
chu’s farmers to part with their land, 
then began developing the 2,100-ha 
site. It built clusters of 
“standard”? factories to 
enable newcomers to 
start their businesses 
quickly with a minimum 
of investment. It also 
built housing for several 
thousand workers and a 
school for their children. 
Thus far, expenditure on 
the park totals more than 
US$200 million. 

As financial incen- 
tives, the government of- 
fers a five-year exemp- 
tion from tax and rental, 
low-interest loans (up to 
49% of the total invest- 
ment) and no tariffs on 
imported components 
for finished products in- 
tended for export, as 
well as research grants. 
In addition, the park’s 
administration works 
with tenants to solve 
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Pacesetter in the park 


Microtek captures 40% of world image-scanner market 


I^ many ways Microtek is typical of 
the tenants at Hsinchu Science- 
based Industrial Park. The company 
was one of the park's first occupants, 
setting up in one of the standard fac- 
tory units. 

It was founded in 1980 by five 
friends, three of them engineers from 
Xerox, the others, MBAs from the 
University of Southern California, all 
returnees to Taiwan from the US. Two 
years later, they spent US$5 million — 
equal to a year's turnover — on a 
lavish new facility. “People thought, 
‘those crazy guys’,” recalls Bobo 
Wang, the company’s genial 41-year- 
old president, “Now they think, ‘they 
were right’.” The company has gone 
from 20 employees and sales of 
US$200,000 in its first year, to 392 
employees (120 of them researchers) 
and sales of US$30 million in 1987. It is 
set to go public later this year. 

The secret of Microtek’s success 


and what makes the company unique 
in Taiwan is its ability to come up with 
innovative products. “If others can do 
it, then we don’t want to,” explains 
Wang. “We want to be the first.” To 
make sure it keeps its nose in front, 
Microtek ploughs back a whopping 
10% of revenues into R&D. Every- 
thing the company produces has been 
a winner. Its first product, an in-circuit 
emulator to help engineers design mic- 
roprocessor applications, was a tenth 
the price of rival products. This was 
voted product of the year in 1981 by 
the US magazine, Electronic Pro- 
ducts. A range of micro in-circuit 
emulators, known in the jargon as 
mice, now accounts for 40% of the 
company’s sales. 

But the product which really put 
Microtek’s name on the map was the 
image scanner, a copier-like device 
that enables pictures and photographs 
to be read into a personal computer. 
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their problems, steering them 
round difficulties with regula- 
tions and cutting through red 
tape. ' 

In its early stages, the adminis- 
tration focused on persuading 
foreign firms and expatriate 
Chinese to set up in the park. It 
touted for tenants through the 
Taiwan National Science Coun- 
cil's four US offices (one of which 
is located in Silicon Valley) and 
through consultants who screened 
lists for companies whose needs 
the park could accommodate. 

The park administration was 
aided in its search by the massive 
network of pro-Taiwan organisa- 
tions that exists in the US. These 
publish newspapers in which the 
park can be advertised. Meetings 
are also held at which park repre- 
sentatives deliver their sales pitch. 

Such talks struck a responsive note 
among expatriate Chinese working for 
US companies who felt that their cul- 
tural background might prevent them 
from reaching the top. As longtime 
Taiwan resident Dick Kammen of 
Dataquest points out: “The drive for en- 
trepreneurship is very strong in the 
Chinese — if they can come back and be 
president of their own company instead 
of being vice-president of R&D, they ll 
do it." 

Irving Ho, the park's director during 
its first five years {and himself a return- 
ee after 17 years with IBM) recalls that 
an effective sales pitch to would-be en- 
trepreneurs was that setting up in Hsin- 
chu would give them a better chance of 


The company claims to lead the world 
in production of image scanners, with 
about 40% of the market. 

For the moment, image scanners go 
mostly to the relatively small desk-top 
publishing market, where they are 
used, for example, to insert advertise- 
ments in newsletters or illustrations in 
brochures. Even Microtek produces 
no more than 50,000 of the machines 
a year. In the near future, however, 
the market for scanners looks set to 
explode, because every office will 
want one — both for filing, and as 
a speedy alternative to keying in 
pages of text by hand. Some bn 
predict that scanner sales could grow 
to more than US$200 million by 1990. 

Having got an image into the com- 
puter, Microtek's latest gizmo lets you 
send it to someone else. This is a fac- 
simile “card” which plugs into the 
back of a personal computer. Why 
would anyone want to buy a facsimile 
card in a world that the Japanese are 
rapidly filling with cheap stand-alone 
facsimile machines? Simple, says 
Wang, because printing out material 
in order to fax it is a nuisance. 
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TAIWAN’S HI-TECH SURGE 
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REVIEWDIAGRAM by Ricky Hui 


survival. “We told them that in Silicon 
Valley, if you have US$1 million and 
employ 10 people, your money will run 
out in a year; whereas in the park it will 
not run out for three years.” Ho adds, 
however, that costs are rising, and the 
Taiwan to US time ratio is approaching 
two to one. 


ome 40% of the park’s 73 current 

tenants are locally owned. Most of 
the rest are American. About half of 
these are wholly owned subsidiaries of 
US companies (such as the telecoms 
giant AT&T, the semiconductor-equip- 
ment manufacturer Varian and the disk- 
drive maker Priam) and joint ventures. 

Of the 73 companies, 30% make 
computers or computer peripherals, 


€ — Sales growth 


Source: Science-based Industrial Park Administration. 





More importantly, a computer- 
based fax offers more flexibility of 
transmission than a stand-alone. It can 
be programmed to send taking advan- 
tage of cheap night rates, which can be 
as much as 40% cheaper than daytime 
rates. This eliminates the need for hav- 
ing a fax with a large expensive mem- 
ory (to retain all the sending instruc- 
tions), and also the worry that the 
paper might become fouled up in the 
unsupervised machine. 

Wang sees cards as a complement 
to stand-alone faxes, not a replace- 
ment. He predicts that in the future, 
an office might have one stand-alone 
for receiving and half-a-dozen cards 
for sending. 

With business booming, Wang is 
glad that he returned to Taiwan. “The 
opportunity is better here and early 
starters have the advantage." 

He is full of praise for the adminis- 
tration at Hsinchu. “The people work 
hard with tenants to solve problems, 
for example, with regulations," he 
says. “Two years ago, I had a long list 
[of problems]. Today, I can hardly 
think of one." — Bob Johnstone 
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20% semiconductors and a 
further 25% components for use 
in electronics or telecommunica- 
tions. The park produces 14% of 
Taiwan’s computers and 
peripherals and 13% of its 
semiconductors. Park officials es- 
timate that 70% of production is 
exported. 

Production of semiconductors 
will receive a huge boost with the 
completion of two huge new 
facilities at the park. One is a 
NT$2.5 billion (US$87.7 million) 
expansion by United Microelec- 
tronics Corp. (UMC), Taiwan’s 
largest indigenous chipmaker. 
Groundbreaking took place in 
December. The other is a US$220 
million second facility for Taiwan 
Semiconductor Manufacturing 
Co., a joint venture between the 
government, private investors and the 
Dutch firm, Philips. 

The park will ultimately accommo- 
date 200 companies. Now that the con- 
cept has proved successful, the ad- 
ministration’s emphasis has switched 
from trying to attract foreign companies 
to local firms, especially those in 
Taiwan’s traditional industries. 

Until recently, such firms have been 
reluctant to invest in technology. This is 
now changing because the conservative 
Taiwanese have been impressed by the 
spectacular profits made by firms like 
UMC, whose earnings per share in 1986 
were the highest on the local market. 

Another contributing factor is a new 
generation of US-educated business- 
men in their mid-30s which is taking 
over old family-run firms such as 
Hualon, a chemicals company, and 
Walsin Liwah, a maker of cable and 
wire. Both firms have recently estab- 
lished ^ semiconductor-manufacturing 
companies at the park, investing a total 
of NT$1.5 billion between them. 

Others will no doubt follow the 
example set by Hualon and Walsin 
Liwah. To attract new tenants, the park 
is planning to augment its research 
facilities. Two proposals under discus- 
sion call for the construction of a syn- 
chrotron (for materials and semicon- 
ductor-related research) and a pro- 
gramming centre, which would offer 
tenants access to mainframe computers, 
and possibly also a supercomputer. 

To house the new firms and facilities, 
Choh Li, the park's director, would like 
to see Hsinchu expand from a science- 
based industrial park to an entire 
science city capable of accommodating 
70,000 people (compared with around 
11,500 today). 

Li estimates that construction of 
such a city would cost from US$1-1.5 
billion. He is confident that it will be 
built — local government is reportedly 
in favour of the project and the central 
government has already allocated 


NT$10 million for a feasibility study to 
be completed in coming months. LH 














China’s economic reforms 
face major constraints 


f asked what worries them most about 

economic reforms, the majority of 
Chinese will unhesitatingly mention 
inflation and corruption. This is a 
very appropriate answer because it 
touches on the crux of the matter. Infla- 
tion reflects the continual domination of 
the old system of economic manage- 
ment in the Chinese economy, while 
corruption reflects the constraints of the 
political system on economic reforms. 
The success or failure of China’s econo- 
mic reforms will depend on whether the 
lingering old system can be removed 
from the economic scene and whether 
the political system can be reformed ina 
thorough manner. 

The salient feature of China’s econo- 
mic reforms is to replace the old system 
of economic management, based on 
state planning, control and administra- 
tion, by a new system of integration of 
planning and the market. The target 
model of the new system is 
to utilise actively the market 
mechanism, while maintaining 
overall control of the economy 
primarily by guidance planning. 

On the surface, quite a 
number of reforms have been 
made since 1979, such as the 
household responsibility system 
in the rural areas, various respon- 
sibility systems in the cities, ad- 
justment of state-fixed prices, reducing 
the scope of mandatory planning, open- 
ing up to the outside world, and so on. 
But on closer examination, the core of 
the new system — the setting up of a 
complete market system with the use of 
the price mechanism to direct produc- 
tion, distribution and allocation of re- 
sources — is still non-existent. The old 
system continues to dominate the econ- 
omy. It handicaps reforms and its nega- 
tive influences cause damage to reforms. 

Let us look first at inflation. Under 
the old system, egalitarianism was prac- 
tised in distribution. It was mistakenly 
identified with social fairness and has 
been deeply rooted in the mind of work- 
ers. So today’s workers have been exert- 
ing heavy pressure on their managers, 
demanding wage and bonus increases 
up to a parity with higher wages and 
bonuses in other factories, irrespective 
of their contribution to work. This par- 
ity-maintaining psychology has resulted 
in consumer spending increasing far 
more rapidly than labour productivity. 
This is one of the two major factors ac- 
counting for inflation in the present era 
of reforms. 

The other major factor is excessive 
investment. Under the old system, the 
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size of an enterprise and the speed of its 
development were regarded as an indi- 
cation of the ability of the manager. His 
position and promotion were often 
linked to the expansion of his enter- 
prise. What was more, he was not held 
responsible for any business losses. 
Under such circumstances, it was only 
natural for the management to expand 
investment to the utmost. This expan- 
sion motive still holds true today and, 
coupled with the quest for profit, has 
driven enterprises to invest as much as 
they can. Hence, excessive investment. 

Inflation not only continues, but has 
been accelerating since 1985. Again, the 
lingering old system has something to 
do with accelerating inflation; it has 
caused the government’s price-adjust- 
ment policy to backfire. In 1985 the 
Chinese Government raised state-fixed 
prices of ore, rolled steel, coal, cement 
and other production materials for the 


purpose of reducing irrationality of the 
price system. 

At the same time, it instructed enter- 
prises not to pass on to consumers the 
increased costs of materials, and to ab- 
sorb the increased costs by cutting down 
other production expenses. The trouble 
was that under the lingering old system 
low economic efficiency in enterprises 
prevailed. They were unable to do as in- 
structed. To avoid losses, they had to in- 
crease the prices of finished products, 
either in a disguised form or even 
openly. Hence, a vicious circle has oc- 
curred since 1985: increases in costs of 
materials, leading to increases in prices 
of finished products and further in- 
creases in costs of materials. 

Along with accelerating inflation, 
the “scissors effect” has worsened. That 
is, the gap between industrial and ag- 
ricultural prices has widened. This has 
reduced farmers’ incentives to grow food 
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crops. Herein lies the reason why grain 
production failed to reach the 1984 leve 
in 1985-87. 

Aside from inflation, the lingering 
old system has also produced some 
other negative influences detrimental tc 
reforms. The old system of economie 
management was accustomed to ad- 
ministrative control of economic ac 
tivities, and it is not so easy for today': 
Medien officials to free themselve: 

om the yoke of the outmoded ideology 
of administrative control. So they may 
easily move in a be. direction wher 
trying to decentralise the power of con. 
trol. 

A case in point is the decentralisa- 
tion policy beginning in 1984. In thai 
year, the Chinese Government im- 
plemented a policy of "simplifying ad- 
ministration and releasing administra- 
tive power," meaning that the manage- 
ment of many previously state-run en- 
terprises was turned over to local gov- 
ernments and city governments in parti- 
cular. In concurrence with the new po- 
licy, the administrative power with re- 
gard to price control, investment, bank 
loans, materials allocation and foreign 
trade was also partially transfer- 
red to local governments. 

Since then, the former single 
centre of control (at the central- 
government level) has been 
transformed into multiple cen. 
tres of control (at the levels ol 
both central and local govern- 
ment). The result is more confu- 
sion and chaos in the economy. 
The reason is that local govern- 
ments tend to place local interests above 
state interests. Some of them have bar- 
red or reduced the shipment of com- 
modities to or from other regions in 
order to ensure local supply or to pro- 
tect local industries. And the curtailing 
of excessive investment, though re- 
peatedly emphasised by the central gov- 
ernment as a very important step tc 
fight inflation, has become very difficult 
to carry out because local governments 
do not want to cut down investment. 
They need more investment. 


he mistake of the 1984 decentrali- 

sation policy is clear. Instead of de- 
legating decision-making power to basic 
economic units (households and enter- 
prises), it has given rise to the multipli 
cation of centres of control, often with 
conflicting interests. 

In the past few years, the central gov- 
ernment has been trying to give enter 
prises some autonomy in running thei 
businesses which, of course, run: 
counter to the lingering old system. A 
strange phenomenon occurred. Soor 
after enterprises were granted some de- 
cision-making power in production anc 
management, it was retrieved by vari- 
ous administrative organisations in loca! 
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governments. This phenomenon was 
even openly admitted by Deng Xiao- 
ping. He remarked in 1986: “Our princi- 
ple is to continue to release power, but 
in many places the power so released 
was retrieved on a large scale. Low- 
level units, therefore, have no power. 
Enterprises, therefore, have no initia- 
tive.” 

We now come to the second prob- 
lem: the constraint of the political sys- 
tem on economic reforms. 

The present political system is a com- 
mand system, subject to the strong in- 
fluence of feudalism. Now, feudalism 
begets special power — the power of 

overnment officials to transcend the 
aw or. government regulations. This 
special power is not confined to top- 
level leaders alone; it has spread to gov- 
ernment officials in various responsible 
positions. And special power, plus the 
greed for material comforts, has re- 
sulted in widespread corruption not 
only in the form of bribes 
and other graft, but also 
in large-scale profiteer- 
ing. By large-scale pro- 
fiteering, it is meant that 
government officials’ re- 
latives or close friends 
have set up trading com- 
panies that possess spe- 
cial privileges and reap 
huge profits. These peo- 
ple are profiteers, pro- 
fiteering from reforms. 

Special power and 
widespread corruption 
have already caused 
great damage to econo- 
mic reforms. They have 
dampened people’s en- 
thusiasm for work; work- 
ers are unwilling to exert 
themselves. Bonuses 
have lost most of their 
stimulative effect, be- 
cause workers are hurt 
by a feeling of unfairness 
when comparing their meagre bonuses 
with the unbelievable wealth of pro- 
fiteers. So, it is not difficult to under- 
stand why economic efficiency is so low 
in China’s enterprises. Moreover, spe- 
cial power and widespread corruption 
have lowered the prestige of the 
Chinese Communist Party to a remark- 
able degree. And the authority of 
the central government is markedly 
weakening. In sharp contrast to the 
1950s, when the orders and instruc- 
tions from the central government were 
always faithfully carried out by lo- 
cal governments and government offi- 
cials, no such effectiveness exists to- 
day. 

“You have your policies; we have 
our counter-measures,” is an expression 
used by some lower-level officials to 
show their defiance of authority. The 
most notable examples are the viola- 
tions in price control. These can best be 
summarised by a commentator’s article 
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in the Economic Daily (30 September 
1987). In that article he wrote: “Prices 
of some means of production and con- 
sumption cannot be effectively brought 
under control. Some departments and 
units took the liberty of setting their 
own prices and making price changes. 
Some big state enterprises took advan- 
tage of their monopolistic position to 
raise prices and cause many destructive 
effects, while speculators stepped in to 
disrupt the market. Under these cir- 
cumstances, the state revenue suffered 
gross losses, while increases in the real 
income of urban residents were also ad- 
versely affected." 


he constraints of the political sys- 

tem on economic reforms are also 
manifest in the disturbances caused by a 
faction of dogmatic Marxists in the 
party, headed by some *old revolution- 
aries." They not only hold fossilised, 
outmoded ideas divorced from reality, 
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China's heavy and light industries: few incentives for workers. 


but have tried to translate them into ac- 
tion by staging an anti-spiritual pollution 
campaign in 1983 and an anti-bourgeois 
liberalisation campaign in 1987 and by 
sabotaging some important measures in 
economic reforms, such as the bank- 
ruptcy law. 

Their activities are directed, first and 
foremost, at intellectuals, many of 
whom stand in the forefront of reforms. 
The outcome of the recently held 13th 
National Party Congress shows that 
economic reformers seem to have the 
upper hand in the power struggle, at 
least temporarily. But the hardliners def- 
initely will not give up. The struggle is 
to go on. 

The above discussion has made it 
clear that the lingering old system of 
economic management and the political 
system are largely responsible for the 
major difficulties in economic reforms 
— namely, inflation, new inequality of 
income distribution, very low economic 


efficiency in enterprises and stagnant 
grain production in the face of increas- 
ing population. Underlying these dif- 
ficulties is the lack of enthusiasm shown 
by people for building Chinese social- 
ism. 

What are the solutions? The way to 
eradicate special power and corruption 
is very obvious: democratic reform of 
the political system, coupled with the 
perfection and enforcement of the legal 
system, including severe punishment 
for corruption. 

Under the condition of one-party 
rule, the minimum requirement for 
democracy at this stage should consist of 
three freedoms — to express one's 
ideas, to criticise any government offi- 
cial and to participate in policymaking 
through open discussions. 

To remove the lingering old system, 
the most effective way is to introcuce 
thorough-going price reforms, using the 
price mechanism to direct production, 
distribution and resource 
allocation, as stated at 
the beginning of this 
article. Thorough-going 
price reforms require the 
fulfilment of certain pre- 
requisites and the coor- 
dination of other items, 
including free movement 
of goods and production 
factors and of their re- 
spective prices, the con- 
trol of monopolies, 
an appropriate  fiscal- 
monetary policy mix, 
sufficient market in- 
formation and indexa- 
tion of wages in the 
transitional period. 

Of the two solutions 
proposed, democratic 
reform is the basic one, 
because hard work, 
initiative and creativi- 
ty, the well-spring of 
economic progress, de- 
pend on such reforms. 

The tragedy is that the proposed 
democratic reforms will certainly be re- 
jected by government leaders, econo- 
mic reformers and conservatives alike. 
And they have decided on a policy of 
*gradualism" in price reforms, taking 
small steps in succession, which is most 
likely to be self-defeating. 

Under such condition, China's econ- 
omic reforms in the years ahead are 
bound to be lacklustre. And I do not see 
any possibility of China restoring the 
booming economy that emerged in 
1980-84. The Chinese economy will 
muddle through in the coming 10-15 
years, burdened by weighty difficulties. 

The reason for designating a 10-15 
year period is that by the end of the 
period party veterans will pon away and 
their faithful followers will step down or 
become inactive. A new generation will 
come into power. I place high hopes on 
the new generation. 
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The Colt is Chrysler’s entry-level 
vehicle to the local market, taking on 
the Excel of South Korea’s Hyundai, 
which has become immensely successful 
in the North American market, and 
Toyota’s Tercel. Jim Douglas of 
Chryslers international department 
said the Colt will sell for slightly more 
than the Excel and Tercel, and that the 
quality of the car would make the differ- 
ence in the market. In the 1300 cc, the 
1500 cc, and 1500 cc turbo-charged 
models with varying degrees of extras, 
the Colt will be sold through some 900 
Chrysler and AMC Jeep dealerships 
for between C$8,000 (US$6,200) and 
C$12,000. 

According to Douglas, the Thai pro- 
ject got its start in 1985 due not to a 
strong yen but to a need for MMC and 
Chrysler (a 24% shareholder in MMC) 
to get around the voluntary restraint 
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Long road to success 


Thailand becomes Southeast Asia’s second car exporter 


By Paul Handley in Bangkok 


W ith strong government support, 
and a send-off by a marching band, 


Thailand has joined rival Malaysia in 
the world car market. On 10 January, 
420 Thai-assembled Mitsubishi Lancer 
compacts, rebadged as Dodge and 
Plymouth Colts, were loaded onto a 
Japanese roll-on, roll-off vessel for de- 
livery to Chrysler in Canada. The Thais 
are hopeful that this will be 
the first of 100,000 cars targeted at 
the Canadian market over the next six 
years. 

The move marks a qualitative ad- 
vance for Thailand towards industriali- 
sation, though the agriculture-based 
country still has a long way to go to 
match the industrial level of South 
Korea or Taiwan. 

In fact, this was not Thailand's 
first car export. In December, Siam 
Motors stole the lead by sending 40 Nis- 
san Sunny units to Brunei. That was a 
one-off deal to a special regional market 
which has less long-term significance. 
Nonetheless, those cars too could have 
originated somewhere else — Malaysia, 
the Philippines and Indonesia have all 
pushed for the development of their 
own car-assembly sector, while the East 
Asian newly industrialised countries 
probably could have handled the job 
just as well. 

Thailand's car exports are under- 
scored by growing foreign sales of car 
parts and accessories. Investment appli- 
cations in Thailand by Japanese and 
Taiwan car-parts manufacturers were 
strong last year, and much better than in 
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the rest of Asean. Thailand is also 
exporting more motorcycles and parts, 
as well as three-wheeled motor- 
ised vehicles to places such as the 
US, Bangladesh, Sri Lanka and 
Nigeria. 

The Canadian deal is more complex 
than the sale to Brunei, as it involved 
coordinating Mitsubishi Motor Corp. 
(MMC), Chrysler and MMC Sittipol 
Corp. (MSC, MMC's Thai affiliate) in a 
four-currency arrangement. MSC ex- 
pects to deliver 100,000 units of the car 
to Chrysler over the next six years, in re- 
turn for Canadian dollars. Initially, it 
plans to export 1,000 units every 
fortnight. MSC pays MMC in yen for 
the knock-down kits it puts together. In 
the deal, all three guarantee the work, 
with MMC and MSC taking product lia- 
bility responsibility. 

Chrysler's firm commitment is for a 
number smaller than 100,000. How 
many cars it will take ultimately will de- 
pend on the competitive Canadian mar- 
ket and the quality of the car. It will also 
depend on how much production MMC 
shifts off-base from Japan. In 1987, 
MMC shipped about 30,000 identical 
cars to the Canadian market from 
Japan, and the first shipments of the 
Thai version will be mixed with Japan- 
ese-made Colts. MSC international 
business manager, Vachara Phanchet, 
says he expects MMC to shift most of 
the Colt production offshore while it 
concentrates on higher market value 
cars in its production facilities in 
Japan. 





agreements between Japanese car ex- 
porters and the US, and similar re- 
straints for Japanese cars in the Cana- 
dian market. The two companies 
looked into manufacturers across Asia 
for facilities for an entry-level car. They 
considered Taiwan, South Korea and 
Malaysia before settling on Thailand. 

As the yen began to strengthen, the 
race focused on Malaysia, where MMC 
provided capital, design and technology 
to the government-controlled national 
car project, the Proton Saga, and Thai- 
land, where Sittipol was struggling with 
an intensely competitive market, which 
was over-supplied in terms of both 
model numbers and production (assem- 
bly) capacity. 


M alaysia apparently exerted a lot of 
pressure to get its car, also suffering 
from a local market slump, chosen. But 
according to sources intimately in- 
volved in the Thai project, Malaysia was 
reluctant to invest in adapting its pro- 
duct to stringent North American regu- 
lations on car safety and emissions. "It 
was a question of will, of who wanted it 
bad enough," a source said. 

While it would have taken a lot of ef- 
fort to adapt the Proton Saga to the 
foreign market, MSC was able with gov- 
ernment-granted tax breaks to take in 
the Japanese Lancer kits and assemble 
them for export. Proton apparently 
wanted the export car to make best use 
of its local parts production. MSC, on 
the other hand, provides 5475 local con- 
tent to the locally sold Lancer, but only 
33% for the export model. It was easier 
for MSC to adapt to Canadian stan- 
dards. 

Further government breaks include 
complete lifting of duties on imported 
parts, compared to a normal 100% tariff 
on knock-down kits for locally sold cars. 
In addition, Vachara said, the govern- 
ment has granted a tax rebate amount- 
ing to about Baht 7,000 on each ex- 
ported unit. 

The result is that the export car re- 
tails for about 7576 of the local Baht 
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1 ar-Book 1987 
m y 's Republic of China Year- 
: Book 987 i is not only fascinating reading 
for those with social and cultural interests in 
China. but an essential reference for 
'people with business dealings in the 
country. 
What is it? 
This classic volume with over 750 pages 
singularly offers the most complete guide 
to every aspect of life within China 
available today. Its contents range from 
the people and culture to economics, 
finance, trade, politics, education, science 
and technology. Plus countless other 
subjects covered in precise detail. 
Itisthe culmination of thousands of hours 
in research invested by the New China 
- News Ltd., professionals who know the 
country intimately. The result is a 
cyclopaedia of unparalleled insight and 
information. 
Who needs it? 
If you have any interests in China at all 
then you'll find the People’s 
Republic of China Year-Book 
1987 to be an essential 
companion. And, because 
it is completely indexed, it 
is a particularly helpful 
reference for students, 
professors and people conducting 
business in or with the country. 
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For little more than the cost of a single night ing a 
Beijing hotel, you can have two books vital to- 
anyone doing business with China. 


Together these two classics 
will bring you all the 
information about China 
you will ever need to know: 


€ Thousands of pages of detailed 
data examining the changing face of 
China. 


è Expositions, speeches and articles 
contributed by authoritarians, 
pertaining to the exciting market 
potential and business opportunities 
available in China. 


e Hundreds of photographs and 
illustrations of interest. 


€ Two systematic and valuable 
references for those with business 
dealings in China. 
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business relations with 
China. It is also a fascinating 
record of the changing face of 
China's trade policies. Not only 
is it one of the few books that 
offers an accurate view of China's = = 
economy but it is also the most. = 
up-to-date documentation of this data. 
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335-405 ,000 rate. The Thai Colt will 
enjoy Canadian generalised system of 
preferences benefits, which South 
Korea lost last year. Thailand does not 
yet have a set quota for the Canadian 
market, while South Korea and Japan 
are both restricted in their export 
growth to the market. 

Even then, exchange-rate fluctua- 
tions have made the deal somewhat dif- 
ficult. Since the deal was signed on 7 
April 1987, the baht has mostly main- 
tained its tie to the US dollar, while both 
the yen and the Canadian unit have 
moved strongly against the green- 
back. 

Moreover, the yen has outpaced the 
Canadian currency substantially, leav- 
ing MSC with a difficult gap. While the 
original contracts have a complex ad- 
justment formula to account for ex- 
change-rate shifts, according to a mar- 
ket source, MMC has absorbed most of 
the difficulties by backdating the yen- 






` Proton assembly: car-export race with Thailand. 


baht exchange rate used in the initial 
shipment payments. 

So it remains to be seen whether 
MSC will reach the 100,000-unit goal, or 
even the 200,000-unit figure executives 
were tossing around as a possibility at 
the launching ceremony. At present Sit- 
tipol has the capacity to turn out 2,700 
vehicles a month, against full-year local 
sales of only 10,101 in 1987. To meet the 
target, MSC will have to expand its pro- 
duction line. 

The exports already strengthen 
MSC's position in the diverse local mar- 
ket. MSC made a strong gain on market 
leader Toyota's share last year, and 
Vachara says the perception of being 
"export quality" should give the local 
Lancer a further boost this year. Other 
Japanese makers say the export deal is 
not profitable in the current environ- 
ment, and that MSC is just trying to 
build its local market share. If so, it is a 
long-term strategy that may succeed, if 
the North American market holds up. f 
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Share and share alike 


There is little coordination in Asean on carmaking 


H^ Thailand's first export of a 
re-badged Mitsubishi Lancer and 
Malaysia's attempts to do the same with 
its Mitsubishi-designed Proton Saga put 
paid to the “Asean car" idea? Yes and 
no. The idea is to spread out car-com- 
ponent manufacturing among Asean 
members so that each reaps industriali- 
sation benefits while not competing 
with their neighbours. 

All will benefit from economies of 
scale by supplying parts not just to their 
own car market but to those of the other 
Asean markets, free of the duties 
applied to parts made outside the re- 
gion. Hopefully, that would also leave 
them competitive enough to export out- 
side the region. 

Ideally, the parts produced in one 
Asean-based plant 
should fit into several 
car models, Japanese 
or European, built in 
each market. Several 
Japanese carmakers 
have taken this tack 
in investing in indi- 
vidual Asean markets, 
but not under any 
sort of “Asean car” 
umbrella concept. 
Their impetus has 
been to rationalise in- 
vestment forced by 
strict local-content 
policies. Mostly there 
has been no substan- 
tial cross-Asean co- 
ordination, and the 
Japanese companies 
have snubbed Asean 
on the regional car 
idea. 


NICK SEAWARD 


All, that is, except Mitsubishi Motor 
Corp. (MMC). While MMC itself (and 
most other manufacturers) seems tc 
have fostered significant redundancy in 
parts investment across the region, by 
falling in with demands for higher local 
content in assembly elsewhere, it is still 
actively talking with Asean representa- 
tives about the Asean car. But that car 
would not be a hybrid — it would 
be a Mitsubishi, and as such could put 
MMC cars in the forefront of Asean 
markets. 

According to Shunroku Atarashi 
deputy general manager of MMC’: 
Asean department, MMC was asked ir 
meetings with Asean representative: 
late last year to divide its manufacturing 
across the region. MMC will offer a lis 
of suggestions on cross-sourcing of part: 
when a special newly formed Asean cai 
committee meets in early March. But 
he says, it is not the role of the Japanese 
company to dictate parts specialisation 

Planning the specialisation is dif 
ficult enough, given the existing parts: 
production redundancies. In addition 
there is already resistance to the pro 
posed 90% reduction in import duties foi 
Asean suppliers in some of the coun: 
tries. Thai car-parts producers, signifi- 
cantly ahead of their neighbours, have 
said they will concede only to a 50% ad- 
vantage, possibly not enough to get the 
ball rolling. 

Yet, while neither Asean nor Mit 
subishi appears strongly committed tc 
the idea, already, without special en: 
couragement, an intra-Asean part: 
trade is beginning to bloom. A 
strengthening yen and New Taiwan dol. 
lar have pushed those countries' part: 
producers southward, and have forcec 


Slow progress at Proton 


By Nick Seaward in Kuala Lumpur 


hailand's neighbour and would-be 

competitor in the car-export race, 
Malaysia, has seen its national car 
maker, Proton, struggle through 
another year of scant progress in the 
penetration of the world’s major export 
markets — as well as stagnant domestic 
sales. Despite earlier predictions that 
the stylish saloon would be selling in the 
US and Britain by the end of 1987, retail 
sales in those markets are not now ex- 
pected before 1989. Proton lost M$39 
million (US$15.4 million) in the past fi- 
nancial year. 

Meanwhile, the 70% state-owned 
manufacturer has had to be content with 
total export sales of a little more than 
1,000 units to countries like Brunei, 
Bangladesh, Malta and New Zealand to 
supplement domestic demand esti- 


mated at about 20,000 units in 1987. 
This compares with a maximum de: 
signed capacity of 120,000 units : 
year at the M$600 million Shah Alam 
plant. 

Export Cars Corp., the Malaysiar 
company which has won the right to ex: 
port cars to most countries other thar 
the US, expects to begin shipments tc 
Hongkong and Macau by May anc 
Taiwan by December — with Singapore 
some time in between. Sales to New 
Zealand never got beyond the initial 167 
units shipped in February last year. 
however, due to financial difficultie: 
faced by the importer. 

If all goes well, Export Cars reckon: 
that its sales in 1988 will reach about 
2,000. This should pale into insignifi- 
cance, however, once Export Cars 
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` Asean car assemblers to scour the re- 
. gion for cheaper components. 
| Thailand, whose car-parts sector has 
. boomed recently thanks to investment 
| from Japan and Taiwan, exported Baht 
. 328.4 million (US$13.1 million) in parts 
. during January-September last year, 
more than a third of which went to 
Asean destinations. Major exports to its 
neighbours include wiring harness, 
radiators, oil tanks, oil filters, truck 
. canopies and glass car panels. 
: More significantly, in all of the Mit- 
 Ssubishi Lancer models being put to- 
gether by MSC in Thailand, for local 
sales and for export, transmissions 
made by a Mitsubishi adjunct in the 
Philippines are being used. So far, these 
transmissions have been imported 
without any sort of Asean duty incen- 
tive or credit for meeting local content 
rules. 

Malaysia, which exported Baht 3.6 
million in car parts to Thailand in the 
January-September period last year, is 
supplying doors to MMC Sittipol 
(MSC) of Thailand, the local Mitsu- 
bishi producer. According to Atarashi, 
Malaysia has the potential to export 
more stamped and formed sheet-metal 
parts, and even complete bodies, to all 
of Asean. 


Indonesia, despite a car industry that 


lags Malaysia and Thailand, has been 
able to take advantage of the currency 
shifts as well. During the same January- 
September period, Indonesia exported 
1,849 pick-up truck units to Thailand. 
The real difficulty, if an Asean car is 
to come about, is where should the 
heaviest and most technology-intensive 
components be produced? Each coun- 
try is pressing hard to get carmakers to 
produce engine transmissions, chassis 
and axles in their own countries. So far 
no Japanese carmaker has made a com- 
mitment to build engines in Asean. 
— Paul Handley 
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10%-owned affiliate Proton Cars (UK) 


and Bricklin Industries’ Proton |. 


| 


America start selling the car in Britain 
and the US. Under agreements signed 
in November, Proton (UK) will take 
48,500 units over a period of five years 


while Proton America will take 30,000 | 
cars in the first year, rising to a | 


minimum of 40,000 a vear. 


Both importers have undertaken to | 


bear the costs of modifying the car to 
meet local safety regulations. Bricklin, 


meanwhile, has undertaken to find al- : 


ternative, cheaper sources for Proton 

components with the aim of reducing | 
the ex-factory cost by about 40% over | 
two-and-a-half years. At present, the | 
local content of the car is about | 


4395. 

The Japanese shareholders of Pro- 
ton, Mitsubishi Motors Corp. and Mit- 
subishi Corp., have already undertaken 
to help transfer the production of some 


Japanese components to Malaysia. O 
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tomatically mean, for non-EC banks as well as communi 


compel the authorities to grant the right to car 


ment to be granted to European banks by those coun ries out : 
apply for one. 
ing trouble with perhaps the British authorities in getti 


There would be a “community procedure” whereby the host coun 


sion. Central banks in some member countries are dismissive of the 1 
standards in others. They fear that a bank could target a country 
judged regulatory standards to be least stringent, and then app 
Single Community Licence there. u dU 


vergence of supervisory standards throughout the community b 
banking directive is implemented. The EC is trying to align its 

nity-wide standards with those set out recently by the Bank for 
Settlements (BIS) in Basle. Ear 
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International licence 


The EC moves closer to a unified financial system — 





By Anthony Rowley in London E 
he term Euromarket is destined to take on a new meaning for 
within a year or so if the executive commission of the Brusse 


ability to carry on banking business of all types — including 
— throughout the EC. — UL TM a 

This assumes that national authorities will adopt the for 
of what constitutes banking business — and deregulate ac 
wise a situation could arise in which some banks, including : 
Europe, could become more equal than others and use the 
cept to exploit national limitations. his cose. D. 

"The new banking freedoms are enshrined in an E CC 


















another. Although commercial and iuvestuientd 
mally separated within Europe by legislation, the 
tation over what constitutes “core” banking bu: 
The proposed new directive contains a definiti 
ing business, and this includes securities activities 
coincide with existing ideas in some countries. Nor 
tive compel individual member states to revise their definition 
The commission believes, rather optimistically according 
vers, that pressure from national banks in a member state | 
arry on busi 
elsewhere in the community, or even outside it, were at lib 
virtue of the new single licence. eo ee. | ean eS 


Another potential problem is over t ie requirements for re cip 









































munity whose banks already have a branch in one EC country, 


In practice it would not be possible for, say, a Japanes bank 





go to a country like Portugal whose demand for reciprocity mi 


mands of other community governments have been met. e E 
Another potential area of conflict is over the question of bani dng supe 


of granting a licence to a non-EC bank must agree that the reciprocity 



















The commission claims, however, to be fully aware of the need 









ett brine ————————————————————————— i 






INVESTMENT 


High noon in the market 


Clash looms in Kuala Lumpur over brokers’ commissions 


By Nick Seaward in Kuala Lumpur 


A showdown is looming on the Kuala 
Lumpur Stock Exchange (KLSE) 
between the traditional individual 
members and the new “corporatised” 
member companies over the introduc- 
tion of graduated commissions. At 
stake may be the survival of the three 
new bank-owned brokerages which 
were given licences at the turn of the 
year. 

The chairman of Arab-Malaysian 
Securities, Datuk Malek Meri- 
can, has appealed to the Minis- 
try of Finance and the Capital Is- 
sues Committee (CIC) to use 
their powers under the Securi- 
ties Industry Act to force the in- 
troduction of a graduated-com- 
missions scale, despite an over- 
whelming vote against this by 
the KLSE membership at an 
extraordinary general meeting 
on 19 December. If the CIC re- 
sponds favourably, it will be the 
first time that the government 
has interfered openly with the 
workings of the exchange since 
the appointment of a govern- 
ment nominee to the KLSE 
committee last February. 

The action by Malek has stir- 
red considerable resentment 


among members of the traditional 
stockbroking fraternity, who point out 
that he is not even a member of the ex- 
change. His action is also seen as pre- 
empting a possible reconsideration of 
the issue in March, when the KLSE's 
proposed new settlement system is ex- 
pected to be ready for members' ap- 
proval. The substantial savings in ad- 
ministrative costs of the new delivery 
system could prod some members into 
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KLSE: brokerage-licences at stake. 





Small satisfaction 


Japan overcomes discord to set up a full financial-futures market 


By Nigel Holloway in Tokyo 


he Japanese Government has over- 

come the only serious obstacle to the 
establishment of a full financial-futures 
market by fashioning the perfect com- 
promise — perfect in that it satisfies no- 
body and everybody at the same time. 
Almost all interested parties agree that 
Japan needs a futures market for insur- 
ing against the risks inherent in invest- 
ing in currencies, bank deposits, stocks 
and bonds. When the question arose as 
to how to organise such markets, it be- 
came a battle for turf between Japanese 
banks and securities houses. 

The result of the struggle is that both 
sets of institutions will be able to trade 


stead of adopting the logical expedient 
of placing these markets under one 
roof, Tokyo will have two exchanges. 
The Tokyo Stock Exchange (TSE) will 
be responsible for securities futures and 
another, nicknamed the Otemachi ex- 
change after the city's banking district, 


78 





will operate currency and interest-rate 
futures. The former will therefore be 
placed in the care of the securities 
houses and the latter looked after by 
the banks, though both banks and 
stockbrokers can directly participate in 
each other's exchange. Non-Japanese 
securities houses and banks will be able 
to deal on both markets. 

Some estimates suggest that the es- 
tablishment of separate exchanges for 
currency and interest-rate futures will 
cost ¥20 billion (US$160 million), 
which is an expensive way to satisfy the 
honour of both banks and securities 


j | houses. But there is more at stake than 
all financial-futures contracts. But in- | 


prestige. Japanese stockbrokers have 
been fighting with only partial success to 
forestall the encroachment of the banks 
into their territory. Article 65 of the 
Securities and Exchange Law keeps the 
two parts of the financial markets sepa- 
rate. This has been undermined from 
both sides in recent years, but 


ni 


accepting the lower income implied by 
graduated commissions. 

Malek, however, is unrepentant: “It 
is an urgent thing,” he told the REVIEW, 
“we can’t wait for the KLSE to recon- 
sider [the matter] when the new settle- 
ment system comes out.” The Stock Ex- 
change of Singapore (SES) went aheac 
with its planned introduction ol 
graduated commissions on 4 January. 
enabling Singapore-based brokers tc 
undercut their Malaysian competitor: 
on sales of the same stock, in theory by 
as much as 50% of the commission or 
larger transactions. This position, saic 
Malek, is “untenable and against the 
Malaysian national interest.” 

The graduated-commissions scheme 
which was voted down by the KLSE 
membership and accepted by the SES. 
allows for a reduction of the nor- 
mal 1% commission on a sliding 
scale down to a minimum Oo! 
0.5% , depending on the value o: 
the transaction. Contracts o; 
M$250,000 (US$98,425) anc 
below (or S$250,000 according 
to the exchange involved), wil 
continue to attract commissior 
"4 | of 1%, but contracts for the nex 
== | M$250,000 will cost 0.9%, the 

next M$250,000 0.8%, and sc 
on. At present, KLSE members 
charge a flat 1%, with 0.25% re- 
bates for approved Malaysiar 
institutions and foreign banks. 

With about 60% of the share: 
listed on the KLSE also listed or 
the SES, Malek believes that 
institutional business will au- 
tomatically go through Singa 


BERNAMA 


brokers have more to lose because secu- 
rities business is the prize banks want. 

Under the compromise worked ou 
by the Finance Ministry, Japanese 
banks gain the right to trade US Treas: 
ury-bond futures, which are likely to be 
introduced by the TSE later this year, ir 
addition to the other proposed instru: 
ments. Securities houses can add cur: 
rency and interest-rate futures to thet 
portfolio, but are still forbidden from 
dealing in foreign exchange on the cask 
market or on the proposed options mar: 
ket, much to their annoyance. Stock op: 
tions are another instrument likely to be 
introduced soon as a result of the deci 
sion on futures. 


t present, there are three place: 

where futures are traded in Japan 
Two are in Tokyo: the Commodity Ex 
change for Industry (for gold anc 
platinum among others) under the aegi: 
of the Ministry of International Trade 
and Industry, and Japanese Govern 
ment bond futures in the TSE. The 
other is at the Osaka Stock Exchange 
and comprises a basket of 50 represen: 
tative Japanese shares. Owing to the 
current legal requirement that a produci 
must back all securities, this is not c 
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| pore brokers, as they will be the ones 
| offering “best execution at cheapest 
prices." As a result, the hopes of “the 
. Malaysian broking industry to secure a 
larger share of the foreign or interna- 
. tional business involving Malaysian. 
T shares will remain a dream.” 

The private brokers disagree. “I 
"haven't lost any overseas business — 
. Malek is barking up the wrong tree," 
-one KLSE member told the REVIEW. 
` He said the present delivery system in 
. Malaysia, combined with currency con- 
-:trols and the lack of fine quotes from the 
: foreign-exchange dealers, were the 
-main reasons for Malaysia’ s lack of 
competitiveness with Singapore. They 
 arethe same reasons, he said, why brok- 
ers cannot afford to accept lower com- 
missions. 





Qr local broker pointed out that 
a foreign order for M$1 million 
worth of shares under the new scale 
would attract an average commission of 
0.85%. After splitting this with the 
foreign broker, this would leave him 
with 0.425%, of which administrative 
overheads would gobble up 0.15- 
0.25%. Under the current settlement 
system on the KLSE, he might have to 
wait for up to a week for payment, 
which — at current bank interest rates 
of around 11% a year — would cost him 
a further 0.21%, wiping out the remain- 
der of his commission. 

The companies which stand to lose 
the most from the present impasse are 
the three new broking houses which 
have been set up as 100%-owned sub- 
sidiaries of Malaysia’s three largest re- 


share-index futures contract. An 
amendment to the Securities and Ex- 
change Law, due to be presented to par- 
liament in March, will allow both Osaka 
and Tokyo to establish their own stock- 
index futures contracts. An entirely new 
law to govern financial-futures transac- 
tions is also being prepared. 

Once these are on the statute books, 
the TSE will begin trading a Tokyo 
Stock Price Index (TOPIX) futures con- 
tract and Osaka will open a market in 
the Nikkei-225 index in addition to the 
current basket of 50 shares. TOPIX has 
the advantage of being a weighted index 
_ of the market value of all shares quoted 
- on the first section of the TSE, while the 
Nikkei has the advantage of being bet- 
ter known. The Otemachi exchange will 
introduce a yen/US dollar futures con- 
tract, a Euroyen and a Eurodollar three 
 months' interest-rate futures contract, 
. but probably not before early next year. 
| The question of making contracts in- 
. terchangeable with futures markets out- 
side Japan is already being discussed 
with the relevant groups, but is unlikely 
: to be resolved until the new contracts 
have proved themselves. The Chicago 
Mercantile Exchange has asked for ap- 

ain from the US authorities to intro- 
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tail banks — BBMB Securities, Mayban 
Securities and UMBC Securities. The 
awarding of unencumbered new li- 
cences to the banks was opposed by the 
KLSE membership — especially those 
corporatised brokers whose owners had 
had to assume liabilities incurred by the 
previous owners. To mollify those 
members, the government has stipu- 
lated that 50% of the bank-owned brok- 
ers' business should be from institu- 
tional rather than retail clients and that 
30% of that institutional business 
should come from foreigners. 

To a certain extent, the bank-owned 
brokers can rely on institutional busi- 
ness from the funds managed by their 
affiliates — BBMB’s sister company, 
| Bumiputra Merchant Bankers is the 
largest fund manager in Malaysia, for 
instance. However, the general man- 
ager of Mayban, Baharil Ihzan Hashim, 
told the REVIEW that "for the new 
stockbrokers it's a non-starter if you 
can't compete with Singapore for the 
foreign business." 

It is, therefore, no surprise that these 
three — together with Arab-Malaysian 
and PB Securities (taken over by Public 
Bank last year), have made a joint ap- 
| peal to the authorities to impose the 
| new system over the wishes of the other 
members. Notable absentees from this 
appeal, however, are the two other 
corporatised brokers, Seagroatt & 
Campbell and CIMB Securities. To 
avert a confrontation, the KLSE has 
started polling brokers as to whether 
they have experienced any decline in 
business since the Singapore exchange 
switched to the new system. 


duce a Nikkei-225 stock index futures 
instrument which it will then be able to 
trade with the current one on the Sin- 
gapore International Monetary Ex- 
change. But the overwhelming logic of 
ultimately doing business with Osaka's 


Nikkei contract is likely to swamp Sin- | 


gapore's effort. There is no reason for 
having two identical contracts in the 
Asian time zone and Osaka is bound to 
win that competition. The other obvi- 
ous tie-up is between the Chicago Board 


of Trade and the TSE for trading US | 
| over the purchase of the Sealion shares 


Treasury bond futures. 

There is no doubt that financial-fu- 
tures trading in Japan will rival the vol- 
ume done in the US. The Japanese Gov- 
ernment bond-futures market is already 
the most heavily traded financial-futures 
contract in the world, having only 
opened in October 1985. Turnover 
averaged 66,648 contracts a day last year, 
easily dwarfing the business done in the 
cash market. The Osaka stock futures 
50 traded more than 3,000 contracts a 
day (each worth around X50 million) in 
December, five times more than in June 
1987 when it opened. Turnover rose be- 
cause of a drastic cut in the transaction 
tax and the perils of the Japanese 
stockmarket. 







Statements 
questioned 


Singapore manager 
of Stanchart arrested 


he manager of Standard Chartered 
Bank in Singapore, Michael Taylor, 
has been arrested and charged with 
making a misleading statement with in- 
tent to deceive the Securities Industry 
Council (SIC). The 49-year-old Briton 


appeared in a subordinate court in |. 


Singapore on 18 January and pleaded 


not guilty to two counts under the Com- 


panies Act. He was released on bail of 
$$150,000 (US$73,529). 
Charged with Taylor, and. with the 


S$1 million, having been charged 10 
days earlier with insider trading in con- 
nection with the purchase of 1 million 
shares of Sealion Hotels. Ng also 
pleaded not guilty and was released on 
additional bail of S$20,000. The maxi- 
mum penalty if convicted of these latest 
alleged offences is a fine of $$10,000 
and/or a jail sentence of two vears. 
According to a statement by the 
Commercial Affairs Department of the 
Ministry of Finance, Ng and Taylor are 
alleged to have made misleading stäte- 
ments to the secretary of the SIC on 
23 January 1987. The SIC. administers 
Singapore's code on takeovers an 
gers and Ng and Taylor had b 





een call- 


ed in to discuss the purchase of 23.3% 


of Sealion by First City Holdings 
— Ng’s private vehicle — earlier that 
month. 

Sealion came under the control of its 
creditor banks in February 1986. Two 
Standard Chartered executives — in- 
cluding Taylor — were appointed to the 
board, displacing the former controlling 
shareholder, Malaysian businessman 
Yap Yong Seong. 

In their discussions with the SIC, 
Taylor and Ng are alleged to have af- 
firmed that First City had not started 
negotiations with Standard Chartered 


prior to the sale of Sealion's most im- 
portant asset, the Hyatt Regency Hotel, 

on 3 November 1986. They also are al- 
leged to have told the SIC that First City 
had not discussed business plans for 
Sealion prior to the 7 January 1987 an- 
nouncement by Sealion to the stock ex- 
change that First City had bought 
the 23.3% stake. “These statements,” 


claims the Commercial Affairs Depart- - 


ment, “were found to be untrue.’ 


In a brief statement issued by Stan- 
it was stated that- 
‘vigorously denied the charge- 
He and Ng are due to appear xc 

a court again on 8 peor d 
ick k Seaward. | 


dard Chartered, 
Hou m 





| same offences, was Allan NgPoh Meng, | __ 
chairman of the publicly listed First | 
Capital Corp., formerly known as Sea- 
lion Hotels. Ng was already on bail of 
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€ WHERE are you, David K. P. Li, 
banking representative on Hongkong's 
Legislative Council, scourge of Finan- 
cial Secretary Piers Jacobs and guardian 
of banks' responsibility to depositors? 
Where are you Martin Lee, tribune of 
the people, guardian of government ac- 
countability to legislators and the pub- 
lic? Where are you Helmut Sohmen 
outspoken defender of commercial 
liberties against bureaucrats and politi- 
cal opportunists? 

The government-backed plan to im- 
pose a selective levy on bank deposits in 
a bid to ease pressure for a currency re- 
valuation is an assault on two basic prin- 


ciples. Firstly, that there should be no | 


taxation except as specifically provided 
by legislation. No laws have been pass- 
ed but it is proposed selectively to fine 


Hongkong people for keeping Hong- | 


kong currency in Hongkong banks and 
hand the money over to the govern- 
ment's Exchange Fund. Worse, im- 
plementation of this tax has been left to 
the discretion of banks. 

Secondly, that there should be no ex- 
change control. The tax in both inten- 
tion and effect is a form of ex- 
change control — which is out- 
lawed in the Sino-British Joint 
Declaration. An impost designed 
in this instance to penalise Hong- 
kong people for holding Hong- 
kong dollars could equally 
be used in reverse. Come 1994, 
why not a 20% tax on "specu- 
lators" who buy foreign cur- 
rency? 

If the authorities want to stick 
to the US$1:HK$7.80 peg they 
should stick to peg rules. Let inter- 
est rates fall of their own accord. 
Prime in Hongkong is two percentage 
points above Japan's short-term prime. 
Martians might think the tax is a scam to 
keep deposit interest rates down while 
keeping bank profits inflated. Actually, 
the government is simply desperate. It 
does not really believe in the peg 
mechanism, so depositors do not be- 
lieve its protestations that the peg will 
never be altered. So it needs the tax as a 
threat. 

But do not despair. The exercise 
could be illegal as well as futile. The 
government claims it is not a tax, simply 
a charge by the Hongkong Association 
of Banks (HKAB) on their members 
which will be paid to the Exchange Fund 
and collected from depositors. Techni- 
cally this may be true. The charge has 
been decreed by the HKAB which has 
statutory powers. But do Hongkong 
banks seriously intend to give de- 
positors' funds to government other 
than as a result of formal taxes? If they 
do, they might find that they are faced 
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with large lawsuits claiming breach of 
fiduciary duty or improper diversion of 
funds held by bank trustee departments. 
The government and the HKAB 
mostly evaded questions on the 
legalities of the tax. But it appears to 
rest on a clause (12 [1] [e]) in the HKAB 
ordinance permitting it to set charges 
for banking services. But given that it is 
proposed only to charge accounts of 
more than HK$1 million and that the 
money will go to the government, it 
should not be too hard to argue that it is 
not a charge for a banking service. 
Apart from the government, the 
forces behind the tax are the three per- 
manent (by statute) members of the 
HKAB committee, which can make 
rules binding on all banks. Perhaps the 
Hongkong and Shanghai Bank and 
Standard Chartered want to help re- 
plenish the Exchange Fund after the 
HK$1 billion-plus loss it took last Oc- 
tober when they reneged on their moral 
obligations to the Hongkong Futures 
Guarantee Corp., which between them 
they controlled, leaving the fund to pick 
up much of the bill for the corporation’s 


t Chartered 


CO CR LIP IRI CRE Please 68 in your desired roan amount 


your money away. 





collapse. Cynically, while Stanchart is 
promoting the deposit tax under the 
false banner of “negative interest 
rates,” it is simultaneously advertising 
tax loans for which it charges 10-13%. 

Apart from being arbitrary and in- 
equitable, the proposed tax is an en- 
couragement to financial impropriety. 
The likes of pension funds and insur- 
ance companies must (in some cases by 
law) aay some assets liquid. 

The final idiocy is that the govern- 
ment proposes that it should be exempt 
from the impost. So much for the lie that 
this is a bank charge, not a tax! Mean- 
while, it has been boasting how much 
profit the Exchange Fund has been 
making by investing in anything other 
than US dollars! The Exchange Fund 
consists of the backing for the note 
issue, and the government's revenue re- 
serves. If the government believed its 
own propaganda it would have invested 
largely in US dollars — the only proper 
backing for a US pegged currency and 
the only way fiscal reserves can be in- 
vested without exchange risk. 








In fact it has — sensibly — specu- 
lated against the US dollar. How clevei 
the government has been in making pro- 
fits in terms of its own devalued cur- 
rency! Shroff recollects hearing that ar- 
gument in Uganda, circa 1972. But nc 
wonder the Exchange Fund and the 
Hongkong Bank, both of which keer 
their liquid assets mainly in foreign cur- 
rencies, are so keen to keep the Hong- 
kong dollar depressed. And to hell with 
Hongkong's thrifty people who have 
made Hongkong's per capita current- 
account surplus second only to Taiwan. 

If the government is really serious 
that the peg will never be changed, why 
not demonetise the Hongkong currency 
and just use US dollars? The profits in 
the Exchange Fund could be distributed 
— several thousand dollars per inhabit- 
ant. The only losers would be the banks 
which use the note issue as free ad- 
vertising. Or which can profit from 
inside knowledge of Exchange Fund 
moves. Or those like the former prop- 
rietors of Ka Wah Bank who took the Ex- 
change Fund to the cleaners for about 
HK$3 billion. and have now jumped 
their paltry bail. 
€ FORMER Stock Exchange of 
Hongkong chairman Ronald Li 
has now been charged with ac- 
cepting an advantage in connec- 
tion with the float of Kumagai 
Gumi (HK) last year. But it takes 
two to tango, so Shroff awaits 
with interest the charging of the 
alleged offeror. 

The charges against Li relate 

to a placement of shares at the 
same time as the public offering. 
This was one of several placements, two 
others being to China-owned com- 
panies. Kumagai (HK) was over- 
subscribed 200 times thanks to its 
launch on a price-earnings ratio of 
7. How this made financial sense for a 
Japanese-owned company whose par- 
ent sells on a price-earnings ratio close 
to 50 was not obvious, but it made for 
good public relations at a time when 
Kumagai was enjoying a high profile 
as chief contractor for the HK$1 bil- 
lion Bank of China building in Hong- 
kong. 
e SHROFF was intrigued to note the 
face given by China's chief representa- 
tive in Hongkong, Xinhua boss Xu 
Jiatun, to Singaporean entrepreneur 
Robert Ng. Xu performed "topping 
out" rites at Sino-Land's China Hong- 
kong City project in Tsimshatsui. Does 
this mean that the Ng family has met 
the obligations of their companies to- 
wards their Hang Seng index futures 
contracts? That their speculations will 
not cost the Exchange Fund, several 
hundred million dollars? 













1 mme RO Y ROMAE Cae XN LI LEA Pm qe SPA RH ERA ana ale xm a eit a ae a des Vra ui 






gu: economy continues to grow 
strongly despite early expectations 
of a mild downturn in consumer de- 
mand after the October crash in share 
prices. Following the release of GNP 
figures for the third quarter of last year, 
which showed a real annual-growth rate 
of 8.4% (following zero growth in the 
previous quarter), Tokyo has revised its 
GNP forecast for the fiscal year ending 
in March from 3.5% to 3.7%. 

Growth is expected to come primar- 
ily from the domestic sector, with net 
exports making a neutral or negative 
contribution as the volume of exports 
shrinks and imports surge under the im- 
pact of exchange-rate adjustments. 

However, the post-Christmas surge 
in the exchange rate, when the yen 
strengthened to just over ¥120:US$1, 
could cause a technical hitch, upsetting 
forecasts of a substantial fall in the dol- 
lar-denominated value of Japan's trade 
and current-account surpluses during 
the rest of the fiscal year. 

Private-sector economists see the 
main thrust behind the recovery of the 
domestic economy so far as having 
come from the construction sector, 
where activity has been stimulated by 
sharply increased public-works spend- 
ing and by a boom in private housing 
construction. Housing investment ac- 
counted for about a third of an unusu- 
ally rapid growth in domestic demand 
during the July-September quarter. 

Aside from the direct impact on 
the economy, the construction-industry 
boom is thought to have been one of the 
main factors behind a rapid improve- 
ment in the labour market where the 
key employment indicator, the ratio of 
job seekers to job offers, had risen to 
0.81 by November, the highest level 
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H30 Sept. | HK$60.1m 
(US$7.7m) 


—Rs 43.1m 
(US$3.3m) 


DCM Y 30 June 
Toyota 
Y = year ended. H = half-year ended. 
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ECONOMIC MONITOR 
Modest momentum 


Toray Y 13.31b +28 ¥366.73b 
Industries (US$101.6m) (US$2.8b) 
L. D. Y31 Aug. | NZ$52.9m +78 
Nathan (US$34.4m) 

Greaves Y 30 June | Rs56.9m +21 
Cotton (US$4.4m) 


since the early 1970s. Private-sector 
analysts see this ratio as a more accurate 
guide to labour-market conditions than 
the official unemployment index, which 
registered 2.7% in November, down 
from a second-quarter peak of 3.1%. 
This is because the unemployment 
index fails to reflect re-employment of 
“effectively unemployed” rural workers. 

In the manufacturing sector, the up- 
turn in domestic sales appears to have 
come several months later than in the 
construction sector. But by November 
last year the Ministry of International 
Trade and Industry’s index for mining 
and manufacturing was showing a 10% 
rise over the same month of 1986 com- 
pared with year-on-year increases of 
0.8% and 4.8% during the April- 


INDUSTRY BOUNCES BACK 


(Year-on-year change in industrial production) 


(%) 
12* 


10* 


-2*; 


1985 1986 


Note: Fiscal years run from April to March. 
Source: Ministry of Intemational Trade and Industry's index of mining 
and manufacturing production. 
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COMPANY RESULTS 





% change % change | Dividend 


Full-year net profit forecast to grow to ¥26b from ¥15.62b 


n.a. 





+25 21.2¢ 

(19.2¢) 

Rs 1.37b Rs 20 

(US$105.0m) (Rs 18) 
Rs 555.5m +44 nil 
(nil) 





(US$42.6m) 


a 
a year ago. 

NZ$1.3b 8.5¢ Extraordinary loss amounted to NZ$4.4m vs NZ$1.5m 

(US$844.2m) (7.5¢) | previously. 

HK$1.09b 

(US$139.7m) 


The building company warned it might make provision 
for losses on its equity investment portfolio, worth 
HK$130m at book cost on 6 Jan. 1988, at year end if 
the stockmarket failed to improve significantly soon. 


Reserves swelled by 30% to Rs 184.2m against a share 
capital of Rs 70.2m. 


Production costs soared with the depreciation of the 
rupee against the yen by 44%. Some 77% of inputs were 
imports. 





June and July-September quarters. 

The sharp recovery of industry re- 
flects the dramatic impact of the con- 
struction boom on materials-producing 
industries, such as steel and cement, 
both of which experienced supply 
bottlenecks during September and Oc- 
tober, when the steel industry was able 
to recoup a two-year decline in its 
domestic price levels over a mere two 
months. Conditions in consumer indus- 
tries such as cars and electronics have 
also improved from mid-year onwards, 
in part because of successful efforts by 
manufacturers to switch from an export- 
oriented to a domestic market-oriented 
sales strategy. 

The boom in housing starts is expect- 
ed to tail off during 1988 as interest rates 
bottom out and rising prices for con- 
struction materials push up the overall 
level of building costs. But most private- 
sector economic analysts see strong con- 
ditions in the domestic economy con- 
tinuing as manufacturing industry con- 
tinues to step up its investment in pro- 
duction facilities following a downturn 
in 1986. A survey of investment inten- 
tions published by the Bank of Ja- 
pan in November shows private in- 
dustry, excluding utilities, planning 
to step up plant and equipment in- 
vestment by 6.7% during fiscal 1987 
as compared with a fall of 6.5% in fiscal 
1986. 

If the consensus of private think- 
tanks is correct, Japan should be able to 
ride out an economic downturn in the 
US with less damage to its domestic 
economy than Western Europe. This 
does not alter the fact that the coming 
year will provide a major test of Japan’s 
ability to “decouple” its economy from 
the US economic cycle. Failure to 
achieve decoupling could result in a fall 
in the GNP growth rate to 3% or even 
less in 1988. — Charles Smith 
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Australia dollar | 
Britain pound Australia | 10.8593 
Canada dotar . | | 
France franc Britain 8.50 n.a. | 8.50 8.8125 9,1875 
Hongkong dollar m | 
india rupee Hongkong | 5.25 | 1.00 3.375 
indonesia rupiah Indonesia 22.00 | — i 44.50 E 
Japan yen 
Mele veli dollar Japan *5.70 | 3.94 | 4.00 4.1875 
NewZealand ^ dollar | | 
Pakistan rupee m | s 
Philippines peso |. | Malaysia 7.25 | — | | 830 3.65 
Singapore dollar A : e 
South Korea won -} New Zealand 46.55 16.313 5 16.70 
Sri Lanka rupee Philippines 18.75 n.a. 10.25 
Switzerland franc 
Taiwan NT dollar | Singapore 5.25 2.87 3.25 
Thailand baht South Korea i11 = 
West Germany mark 4 4 Py 13.60 

Taiwan 
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Brunei dollar US$- Rmb 3.722 
Burma kyat : 

Macau patacs HK$=Rmb 0.479 
Nepal Soviet Union 










US$ 
PapuaN. G. US$= Rouble 0.5929 


























Other: SDR1—US$1.38730, ECU1--US$1.2315, Laos £ Sterling 
$$1-— xad M$1 .2525, £1- HK$13. 911, u = New Kip 350.00 Y 4.3125 
3 months forward: Japan Y127.525, jane nae i 
Hongkong HK$7.665, Singapore S$2.016, Vietnam Swiss Fr. 3.3125 
tMiddie rate Selling rate . | US$= Dong 368.00 EEG 3.9375 
Source: Telerate for spot and forward rates from Asian money markets, Republic Na- AS 12.50 
tional Bank of New York for banknote selling rates on the Hongkong market : , ee TU, on l 
and Deak International ita for official rates. *jongterm — **shortterm  tofferedrate “Source: Te era’ i Vickers da Costa & Co 





COMMODITIES BOND YIELDS C 0) 


Last sale to 18 Jan. 





Average of representative high-grade i issues 


Previous 3 months Year 
week ago | ago 














Latest 


















| uss: 
Domestic 3-5 years? 8.26 8,39 9.32 


Gold 


London 483.50 481.75 422.10 





475.25 































































































































































































































Copper New York (4) | 7-10yearst | 8.60 9.04 9.95 

dd bela ad (Jan.) = 132.20 85.15 i 60.25 international — 3-5yearst 8.19 | 845 9.80 

i R , 
Aumua. London (1) 7-10 yearst 8.75 9.18 10.45 

Current delivery (Jan.) 1,175.00 1,105.00 1,271.00 762.00 Yen: 

Feb. delivery 1,085.00 Domestic 3 years t 3.831 3.95 5.091 
Tin KualaLumpur (2) 17.35 17.29 17.19 17.24 ! ir years! | 4.695 | 5.0255 | 6.142 
Cotton New York (4) | nternational “5 yearst 4. 14 | 4,25 5.60 

Current delivery (Mar.) 64.66 6570 | 68.19 60.67 7-10yearst | — 4.68 5.00 6.14 

May delivery 65.28 Dm: i rire “a 
Rubber KualaLumpur (9) Domestic 3-5 years 6.26 5.717 n.a. 

Current delivery (Feb.) 282.00 281.50 269.00 213.00 10 years” | 6588 | ta. | na 

Mar. delivery 282.00 r3 international — 3-5yearst 5.331 1 .5.14 6.28 
Paim Oil KualaLumpur (5) | | 7-10years! | 6.47 | 6.41 7.20 

Current delivery (Feb.) 1,260.00 1,178.00 | 775.00 833.00 AS: a e. 

Mar. delivery 125100 | | | Domestic 3yearst | 11.40 |. 11.60 13.345 
Sugar New York (4) | | Wyeast | 12.92 | 13.03 13.78 

Current delivery (Mar.) p edi | s iio international — 3-5yearst | 11.90 | 12.19 13.17 

May delivery | 9.35 | 7-fÜyears! | 12.92 | 13.36 13.70 
Pepper Singapore — (10) CS: 

Sarawak Asta blk 100% 947.50 935.00 1,077.50 1,132.50 E Ace. "CIN | ' 

Wheat Chicago 6) Domestic | Syears * 9.74 | 9.95 10.98 
i0years* | 10.01 10.19 11.12 

Current delivery (Mar.) 330.20 328.60 306.20 282.75 oO Ks puse w 

May delivery 329.60 International — 3-Syears! 9.62 |] 10.03 11,37 
Maize Chicago (7) | 7-10 yearst 9.86 | 10.43 Tt — 

Current delivery (Dec.) 19740 | 19240 185.20 161.00 £: | | | EN 

Mar. delivery 203,20 |] Domestic 3 years t n.a. n.a. 79.363 
Rice Bangkok (8) | 1Oyearst n.a. n.a | 10.4325 

596 white fob 285.00 | 275.00 278.00 195.00 | international | 3-5 years! 9.68 9.57 10.64. 
Soyabeans Chicago (6) | 7-10yearst | 10.12 | 10.09 10.79 

Current delivery (Jan.) 622.60 623.40 543.60 499.00 NZS: E 

Mar. delivery | 631,00 Domestic 3-5 yeast | 14.00 j| 15.85 18.60 
Cocoa 7-10 years 14.00 14.25 15.70 

Current delivery (Mar.) 1,158.00 1,136.00 1,141.00 1,386.00 international 3years* | 15.48 17.148 17.12 

May delivery 1,181.00 | 7-10years! | 13.95 | 14.45 15.92 
Coffee SFr: l 

ey (Jan.) e 300 1,196,00 1,315.00 1,533.00 3-5yearst | 428 5.05 5.34 
Petroleum 7-10 yearst | 4.78 d 5.38 5.28 

Sumatran light ECU: DES 






7.17 B.61 


17.30 17.30 18.25 17.95 
16.95 16.85 19.15 16.80 




















Brent 3-5yearst 
——— 7-10 years 8. 22 9.15 
(f)£atonne (2M$akg  (3jUSSanoz . (4) USS: a ib (5)M$atonne (6) USe a 60 fb bushel 
(7) US« a 56 Ib bushel TARA corporate Government - E Source: Telerate. 








(8) uss a tonne. (9) Mcakg {(10)S$a100kg (11)USSabarel Source: Telerate, Reuter. 
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ECONOMIC INDICATORS — SELECTED ASIAN COUNTRIES 


INDONESIA JAPAN 





Economic Growth % (real) (1) 
1987 
1988 

International Reserves (5) 
Latest 


Year earlier 


Trade Balance (total merchandise) 
Latest 3 months 


Previous 3 months 
Year earlier 
Exports (7) 
Latest 3 months 
% change previous 3 months 
% change year earlier 
Imports (8) 
Latest 3 months 
% change previous 3 months 
% change year earlier 


Consumer Prices 
Base 
Latest 3 months index average 


% change previous 3 months 
% change year earlier 


Money Supply (3) 
Latest 


% change previous month 
% change year earlier 


Economic Growth % (real) (1) 
1987 
1988 


International Reserves (5) 
Latest 


Year earlier 


Trade Balance (total merchandise) 
Latest 3 months 


Previous 3 months 
Year earlier 
Exports (7) 
Latest 3 months 
% change previous 3 months 
% change year earlier 
Imports (8) 
Latest 3 months 
% change previous 3 months 
% change year earlier 


Consumer Prices 
Base 
Latest 3 months index average 


% change previous 3 months 
% change year earlier 


Money Supply (3) 
Latest 


% change previous month 
% change year earlier 


July 80-June 81=100 | May-July. 1 


170.0 
(July-Sept.) 
+1.7 


+8.3 


A$121.27b(10) 


(Oct.) 
+1.7 


USS7.47b 
(Sept.) 
US$5.08b 


+US$0.59b(4) 


(Aug.-Oct.) 
+US$0.43b 
+US$0.36b 


US$4.0b(4) 
+17.3 
+34.3 


US$3.4b(4) 
+14.3 
+30.6 


1980=100 
127.1 
(Sept.-Nov.) 
—0.5 


+ 0.2 


M$55.0b 
(Aug.) 
41.0 
+7.8 


7-7.5 


US$13.14b 
(July) 
US$11.48b 


—US$0.37b 
(June-Aug.) 
—US$1.27b 
—US$2.70b 


US$9.93b 
+11.2 
+22.2 


US$10.3b 
+1.0 
-4.5 


107.73 
(May-July) 
+1.7 
+3.5 


Rmb 594.12b 
( 


(Oct.) 
US$1.27b 


—US$0.31b 
(Aug.-Oct.) 
-U .21b 
+US$0.04b 


+US$0.32b 
(Sept.-Nov.) 
+US$0.46b 
+US$0.30b 


US$13.37b 
+3.3 
+30.5 


US$13.05b 
+4.5 
+31.3 


986=100 |Oct. 84-Sept. 85=100(2) 
111.3 


(Sept.-Nov.) 
*1.4 
*6.2 


HK$287.26b 
(Nov.) 
—0.03 


8.6 
3-5 


US$13.72b 


(July) 
US$12.75b 


—US$0.73b 
(Aug.-Oct.) 
—US$1.10b 
—US$0.87b 


US$1.52b 
+4.8 
+17.8 


US$1.83b 
+10.2 
+46.4 


1978=100 
378.8 

(Oct.-Dec.) 
+1.4 


+6.9 


June 82-May 83=100 
103.16 


(July-Sept.) 
+0.6 


P139.5b 
(Oct.) 
—0.4 
+13.1 


4.7 
1.5 
US$5.96b 


(July) 
US$5.98b 


—US$1.24b 
(July-Sept.) 
—US$1.03b 
—US$1.85b 


(June-Aug.) 
+4.6 
+8.9 


Rs 1.51t(10) 
(Oct.) 


+US$1.91b(6) 


(Aug.-Oct.) 
+US$1.54b 
+US$1.73b 


US$12.34b(6) 
0.6 


+31.2 


US$10.43b(6) 
—2.7 
+36.0 


1980=100 


Won 40.33t 
(Dec.) 
+2.0 
+19.2 


2.5-4 


US$4.98b 
(Sept.) 
US$4.64b 


+US$1.47b(9) 


(June-Aug.) 
+US$0.81b 
+US$0.74b 


US$4.61b(9) 
+21.5 
+36.9 

US$3.14b(9) 

+5.1 
+19.4 


Apr. 77-Mar. 78=100 
294.86 


(Sept.-Nov.) 
+2.7 
+8.6 


Rps 29.99t 


US$64.9b 
(Sept.) 
US$38.2b 


c 
(Sept.-Nov.) 
+US$5.42b 
+US$4.33b 


US$14.58b 
+1.4 
+34.0 


US$9.49b 
16.0 
*45.0 


1981 -— 100 


US$72.66b 
(Oct.) 
US$41.72b 


+US$19.40b(6) 


(Aug.-Oct.) 
+US$20.00b 
+US$24.23b 


US$58.53b(6) 


+2.2 
+6.5 


US$39.13b(6) 
+5.0 


(Oct.) 
US$2.70b 


—US$0.38b 
(Sept.-Nov.) 
—US$0.51b 
—US$0.34b 


US$3.13b 
+6.7 
+42.5 


US$3.52b 
+2.1 
+38.7 


1976=100 
204.5 

(Aug.-Oct.) 
+1.2 


+2.8 


Baht 795b 





(1) Official and other estimates of GDP (GNP in Japan) (2) Consumer Pricelndex A (3) M2 or currency plus bank deposits (4) Peninsular Malaysia only 


(5) IMF definition of reserves minus gold except for Singapore (6) Customs basis (7) fob (8) cif (9) Excluding petroleum products (10) M3 Source: Official statistics. 
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STOCKMARKETS 


Wall Street gives direction 


WALL Street’s rise on improved US trade figures helped boost markets in Asia in the period to 18 Jan. But 


few traders are sure how long the rally will last. Thailand continued to lead gainers. 


BANGKOK: Bulls hit the market on 


the final day of the period, boosting the 
SET index 23 points in one day, with a 
Baht 926m (US$37m) turnover. Some 
analysts saw the rise as a delayed reac- 
tion to improved US trade figures for 
November. Thai Gypsum, Serm Suk 
and East Asiatic led gainers and OCC 
and Thai Union Paper, which declared 
no dividend for 1987, the losers. 


TOKYO: Encouraging news about the 
US trade deficit helped Japanese 
shares rise in a holiday-shortened ses- 
sion. Hi-tech and export-oriented 
stocks gained ground along with large- 
capitalisation issues. Honshu Paper 
climbed ¥44 (33 US cents) to X599. 
Hi-tech company NEC rose *70 to 
*2.140. Average volume was a thin 
518.8m shares a day, worth ¥508.6m. 


HONGKONG: The market moved in 
tandem with Wall Street, cheered by 
improved US trade figures for 
November. Some profit-taking was 
seen but in general, the market is ex- 
pected to continue firm ahead of the 
Chinese New Year. Heavily traded 
Sino Land closed at 58 HK cents (7.4 
US cents), up 4 HK cents. Turnover 
was 1.5b shares, worth HK$3.5b. 


MANILA: The market recovered 
slightly after successive declines early 
in the period, though the Manila com- 
posite index still ended with a 3.4% 
loss at 828.05 points. San Miguel-B was 
the sole gainer among the favourites, 
closing at P135 (US$6.40) for a 7.1% 
increase over the previous period. 
Average turnover was P111.5m, down 
13% , on 962.99m shares. 


SINGAPORE: Rising commodity prices 
pushed plantation stocks higher early 
in the period but prices fell across the 
board on jitters about the forthcoming 
US trade figures. The lower-than-ex- 
pected deficit spurred a sharp rally, 
with blue chips much in demand. Unit- 
ed Engineers put on 45.5 S cents (22 
US cents) to $$1.26. Volume averaged 
34m shares valued at S$54.9m. 


KUALA LUMPUR: The market was 
subdued for most of the period in the 
run-up to the publication of US trade 
figures. But good news from Washing- 
ton combined with a court decision in 
favour of United Engineers produced 
a late scramble for stocks. Pilecon 
surged 51 M cents (20 US cents) to 
M$1.56. Volume averaged 16.2m 
shares a day valued at M$26.7m. 


84 








AUSTRALIA: Markets traded errati- 
cally throughout the period as invest- 
ors looked to Wall Street for direction. 
Turnover was low. Westpac launched a 
A$2.90 (US$2) a share takeover bid for 
AGC but the bid appeared unlikely to 
succeed at that price level. AGC was 
trading at A$3.35. Volume for the 
period was 494.8m shares, worth 
A$565.7m. 


NEW ZEALAND: The release of statis- 
tics at the end of the period showing a 
continuing slow fall in inflation 
helped reverse a slide. Suspended 
broker Paine Belchers was reinstated 
after a capital reconstruction. Brierley 
ended the period at NZ$1.67 
(US$1.10), down 31 NZ cents. Volume 
for the period was 36.3m shares, worth 
NZ$39.4m. 


TAIPEI: The market posted across- 
the-board gains, though it slumped on 
the day after the death of president 
Chiang Ching-kuo on 13 Jan. News of 
an improvement in the US trade deficit 
aided a late rally. Banks and cement 
sectors led. China Development Corp. 
leapt NT$11 (38 US cents) to NT$75, a 
17% gain. Average daily turnover was 
NT$7.38b. 


BOMBAY: Prices declined sharply 
amid widespread rumours of an immi- 
nent imposition by the government 
of fresh taxes worth Rs 6.5b 
(US$464.2m). Early gains in the ce- 
ment and fertiliser sectors were wiped 
out with Associated Cement register- 
ing a net drop of Rs 2 at Rs 166 after 
hitting a high of Rs 180. Tata Steel fell 
Rs 15 to Rs 638.75. 


SEOUL: Another period of record 
volume lifted the market to its highest 
level ever, though a spate of profit-tak- 
ing at the end cut the finishing score. 
Short-term finance companies, up 
9.2% , and electronics issues, which ad- 
vanced 8.3%, led the way. Daewoo In- 
vestment and Finance Co. gained 13%. 
Volume averaged 15.2m shares a day, 
worth Won 244.3b (US$317.2m). 


NEW YORK: Prices were buoyant in 
the wake of encouraging US trade fi- 
gures for November, but turnover was 
not as large as had been hoped. Vol- 
ume for the period totalled 793m 
shares. An analyst noted that industrial 
and cyclical stocks were taking the 
leader from consumer issues. The Mor- 
gan Stanley Capital International Index 
closed easier at 402 points on 15 Jan. 
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— | You can save 20% off the combined price by or- | 





Telephone Directory for 
China published 
semi-annually 


In order to maintain CPB’s accuracy and time- 
liness CPB will henceforth be published twice 
each year, covering Spring/Summer (available 
January — June) and Autumn/Winter, (available 
July - December). 


Given the frequency with which changes take 
place in China amongst both the domestic and 
foreign business and banking communities, the 
semi-annual frequency of The China Phone 
Book guarantees its users the most up to date 
and accurate listings of the most important 
contacts in China. 


: "Our database will constantly be updated to 
"bring you the latest listings you need, when you 
need them. 























dering both the current Spring/Summer and the | 







] the Autumn/Winter edition will be sent to you 
automatically the moment it becomes available 
if you order both now. 


Not only will you have the most up to date busi- 
ness listings in China at your fingertips . . . but 
you'll save money at the same time. 

1988 Editions 


Spring/Summer — January — June 
Autumn/Winter — July ~ December 











Fhe China Phone Book Co. Ltd is a wholly owned 


eu ‘a iheldiaty of Review Publishing Company Li- 


mited, Publisher of the Far Eastern Economic 
eview , Asia’ s leading publication. 





"The 1988 Book& 
usiness Directory: January — June Edition 
completely revised and updated 


| A vital reference for anyone interested 
in doing business with Chin 


* Completely updated listings 

* Unique classified yellow pages 

* Designed for maximum usefulness _ 

. * Lists all foreign companies and joint ventures 
* Careful selection of useful Chinese firms 

* Categorized by major industry groups 
* New compact page layout 

* Indexed for easy use 

* Good for travel or office reference 
e Names and addresses in both English and Chinese v 


The only bilingual | 


| Autumn/Winter editions now. Published in July | 

















Designed for Maxim fulnes i 
This directory is a pud de listing from our own China database of all cH 
relevant companies in China of interest to the businessman or tourist. Jt is — 
specifically intended to give you easy access to its contents through a well |. 


designed, computer generated classification and indexing system. Irrelevant. 


and unnecessary information has been eliminated to reduce bulk and allow 
you efficient access. 


New Classified Yellow Page Section 


Our tenth edition includes the first Classified Yellow pages ever available a 


covering the entire PRC. Over fifty categories of listings are included to give 


you updated, accessible information on China services, accommodations, © - 
travel, etc, Classified listings include: PR 


* Airlines * Business Services * Computer Services 
* Hotels * Shipping Companies * And many other business Categories 


ORD! 
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To: The China Phone Book Co Ltd, GPO Box 11581, Hong Kong 
Please rush me copy/copies of the China Phone Book as indicated: 





DE Loos uade et ry dca ee aioe aparece ss Pace ot DSS oe pois. 
{Please print in Block Letters} 

Address: Pis neta Nat sets ficos a TTI OT 

et ee NY EET RRR IERI OCIO Tel umb ut ete oe ee he cad 





L] China Phone Book 1988, Spring/Summer Edition 
Price: Hong Kong: HK$300, Elsewhere: US$50 ünclusiveof airmail postage]. 
PMO SOE COPES: a Loa Leser KE 

t] China Phone Book 1988, Spring/Surnmer and Autumn/Winter Editions combined set 
at 20% savings. Send Spring/Summer Edition immediately and Autumn/Winter Edi- 
tion immediately upon publication in July. 
Price: Hong Kong: HK$480, Elsewhere: US$84 üncusive of airmail postage) 
No. of sets: 


L] I enclose mds di payment. thereof (cheque payable to The China Phone 
Book Co Ltd) 
[]Ipreferyoucharge 0 —.. to my credit card (tick one): 
(J American Express (] Diners Club C] Master Card [1 Visa 
Card No: o ou tcm tc o hU DRD., Dale: ru sc Lust 
SIBHAHe o oo s A M E cuu LOS sau US 
ROIZECP 
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UNIVERSITY 
X (GUELPH 


UNIVERSITY OF GUELPH IDENTIFIER 
CONTRACT POSITIONS FOR 2-3 YEARS 
SULAWESI REGIONAL DEVELOPMENT PROJECT 


The Sulawesi Regional Development Project is being implemented by 
the Government of Indonesia with financial assistance from the Cana- 
dian international Development Agency (CIDA). The University of 
Guelph, through the University School of Rural Planning and Develop- 
ment, is providing technical assistance to support this project, and a team 
of seven Canadian rural/regional development advisors has been work- 
ing in Indonesia since 1984. New staff are recruited from time to time as 
these contractual positions become available. 


Contractual positions currently include a Field Team Leader and Senior 
Advisor (includes senior administrative and financial responsibilities) 
located in Jakarta, two Regional Development Advisors located in the 
provincial capitals of South and Southeast Sulawesi, two Rural Develop- 
ment Advisors located in the district capitais of Watampone (South 
Sulawesi) and Bau Bau (Southeast Sulawesi), and a position as Training 
Coordinator based in Ujung Pandang, South Sulawesi. Additional similar 
positions may become available as the project progresses. 


in order to be effective advisors, individuals should have a wide range of 
development experience, have the capability to perform as a technical 
analyst, planner and implementor, work with and coordinate the activities 
of specialists from a variety of fields, undertake on-the-job and formal 
training, and operate effectively within a large bureaucracy. 


individuals should also possess a sensitivity to women's and NGO is- 
sues, a commitment to community- -based development planning, and a 
willingness to work and live in a remote setting. Terms of reference for 
each position can be provided upon request to qualified applicants. 


A graduate degree is required in a relevant discipline and individuals with 
previous overseas experience are preferred. Advisors are required to 
work in the Indonesian and English languages. intensive language train- 
ing will be provided in Bahassa indonesia. Salaries will be commensu- 
rate with position and experience. Benefits are consistent with those pro- 
vided to CIDA cooperants. 


in accordance with Canadian Immigration requirements these positions 
are directed to Canadian citizens and permanent residents. 


Please direct your enquiries, or letter of application and resume to: 
The Director, Sulawesi Regional Development Project, Johnston 131, The 
University of Guelph, Guelph, Ontario N1G 2W1 


OVERSEAS POSITIONS 


Hundreds of top paying positions avail- 
able now, Tax-free incomes. Many attrac- 
tive benefits. Opportunities for afl occupa- 
tions, skilled trades, professionals, mar 
agement, technical personnel etc. 

Free details. 


This space is reserved for 
Classified Advertisements 


International Classified Manager 
Far Eastern Economic Review 
tath Floor, 80 Gloucester Road 


GRIFFITH UNIVERSITY 





JAPAN ST TUDIES | 
(Continuing Ap ointments) 


Applications are invited for positions of Lecturer and Sènior Lecturer in 
modern Japan studies. Two (and possibly three) positions will. become 
available during 1988. Applicants should have expertise in one of the 
fields: Politics, Postwar History, Economics, International Business, and 
International Relations. The appointees will be involved in teaching on 
contemporary Japan at the undergraduate. and honours levels as well as 
to the supervision of postgraduate. resgarch. The appointees- will: be: ex- 
pected to undertake research. 


The positions are available from July 1 1 988. 


Salaries: Lecturer $38,381 to $37, 122 p. a, Senior Lecturer. $37, 903 to 
$44,098 p.a. Under normal circumstances, the appointment will be made 
at the beginning of the range. i" 


The University is interested in increasing the proportion of women in posi- 
tions of this kind. Accordingly, applications from both women and men are 
encouraged. Employment conditions include four weeks of recreation 
leave, opportunities for research detachment, including outside studies 
programme, and maternity and paternity leave. itis also possi to apply 
for full-time child care and after-school care.. : 





Further details, including conditions of appoiritment add form of applica- 
tion are available from: 

The Divisional Administrator 

Division of Modern Asian Studies 

Griffith University 

Nathan Queensland 4111 

AUSTRALIA 


Applications close: 11 March 1988 


GRIFFITH UNIVERSITY IS AN EQUAL OPPORTUNITY EMPLOYER 


aterert i A pa auarus NA rre rA a aaa roger heretics Hiatt rag rr at ny erre MB Vp parre tins BAL IPRC aAA Motive Hammer rte emen 
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Reservations should be addressed to: 


THE PARTNERS WANTE! 
DIPLOMAT HOTEL For the direct importing of Europe 
2CHESHAM STREET iier pisi luxury automobiles. 

RTENSENTERPRISES 
BELGRAVIA 35 Lewis Street 
LONDON SW1X 8 DT er MA ogy 58 USA 
TEL: 01-235 1544 eee ee 
TELEX: 941 3498 EXECUT G LM 
FAX: 259-6153 
Single: £42.50 + VAT EN 
Double/Twin: £58.50 + VAT If you have somethi: 
All rooms with private facilities, col- » $4 
our television, direct dial telephone, to say.. .Say it 
hairdryers, coffee and tea makers. | | T P | 
Substantia breakfast served in | in the Classifieds! 


Overseas Employment Services, Dept 
FE, PO Box 460, Town of Mount Royal. 
Quebec, Canada H3P 3C7. 


GPO Box 160, Hongkong 
Tel. 5-293123 Telex: 62497 REVAD HX 


Readers are recommended 


to make appropriate enquiries and take appropriate advice be- 
fore sending any money, incurring any expense or entering 
into a binding commitment in relation to an advertisement. The 
Far Eastern Economic Review shall not be liable to any person 
for loss or damage incurred or suffered as a result of his/her 
accepting or offering to accept an invitation contained in any 
advertisement published in the Review. 








bedrooms. 
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£ ondon Apartments For Sale 


Hyde Park Sq. W2 
Luxury spacious flats within moments 

of the West End ready this Spring From £320, 000 
Subject to contract. 


l Ia "RST ACI DAVIES ‘Hampton & Sor 
IMORNIISUMIED. o s bs set pc 
EX Inc) HONG KONG Tel. 5- 4 | e 








‘venison to. the growing 
and rr eto ee gourmet 


ies and America's first 
and only U.S. Department of 
Agriculture approved and in- 
pected slaughter facility for 
venison. | 
Price upon request: BOX 641, 
RHINEBECK, NEW YORK, 
12572, U.S.A. | 





INVESTMENT 





COMPANY CONSULTANCY LIMITED 
Our specialist consultants provide com- 
prehensive business advisory services 
which include: 


* identification of and soiving company 
problems 

Establishing contacts and securing 
financing 

Setting up business 

incorporation of companies 

Company secretarial matters 
Nominee services 

Business services & valuations 
Financial advice and planning . 
Taxation services & planning 
Book-keeping and accounting ser- 
vices 

Reinvoicing transactions 

Contract negotiations 

Company investigations 

Recruitment 

Insurance advice & broking 

758, Star House, 3 Salisbury Road, 
Kowloon, Hong Kong. Tel: 3-7398298 
Telex: 33055 COMCL HX Fax: 3-7398266 
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INVESTORS WANTED 
MARINE PROJECTS 


.  . Managing Director 
... The Tora Marine Group 
pe P.O. Box 615 
-Broadbeach-Queensland-4218 
AUSTRALIA 
. (Fax)-075-399045 














SHPOWNNG PARTNERSHIPS 


“Ship values and freight rates are ris- 
dng. Indications suggest investment in 
‘good quality but older vessels can pro- 
duce returns on equity above that of 
the stock exchange, bonds etc, People 
with $100,000 or more to spare are in- 
vited to write for details of how to be- 
come shareholders in tonnage to be 
acquired d the next few months to 
'R Hor 
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X The Chart TETEN 

: Now in its 20th year 

O Pacific Tour 1988 ) 00: 
X SYDNEY AUCKLAND SINGAPORE HONGKONG TOKYO X 


O7&8 March 10 & 11 March 15 &16 March 30 &31 March 6&7 ami o : s; 





DEP. 
investment advisors and all other investors or traders, with or wit osi 
Aare Serene of technical analysis. 


A > 







NE. US 





"Very good - I found this seminar most 
interesting and educational. It has cer- 
tainly been beneficial to me, towards 
better understanding and application of 
the charts. I would definitely recom- 
mend the course." | 
Trader, Hong Kong 


"Great, fantastic, im ond and gave 
me a different and obviously successful 
approach to chart analysis, strategic po- 
sition-taking, profit preservation and 
minimizing losses." 

Investment Manager, Auckland 


"Most enjoyable and productive, with 
much practical insight into behavioural 
© psychology. Both content and speaker 
highly recommended." 

Corporate Treasurer; Tokyo 


"The most simplified and logical com- 
mon-sense approach to a highly com- 
plex and technical subject. Thank yan 
very much." 


“Excellent! I feel much more confident Financial Analyst, Sydney 


X now in chart analysis." "It was marvellous, I got a lot from it." 
O Private Investor, Singapore Forex Dealer, Tokyo 


X fro ünherbfoimaden andas Bochi sconti ^ ^ 7 0 eee IA 














r further information and a brochure, contact: FE ECR 
Q | Karen Warrington, Chart Analysis Ltd, 7 Swallow Street, London W1R 7HD, UK IO 
X |! "paene; 01-439 4961 Telex: 269884 CHARTS G Fax: 01-439 4966 | X 
O | Name IO 
(BLOCK LETTERS PLEASE) l 
X | Firm |X 
IO 
Address 
X | IX 
Ol-a i 
XOXOXOXOXOXOXOXOXOXOXOXOXOXOXOX 
Maximise Effectiveness "P Awe nm — 
Maximise Cost NOTICE — 
in the Classifieds! 


COPYRIGHT REPRINTS 

The combined efforts of the Far Eastern Economic Review's large and 
highly skilled editorial team have made it the premier source of informa- 
tion for those who do business, or have an interest, in or with Asia. 
As a testimony to the publication's editorial quality, many Review articles 
have, over the years, been reprinted in newspapers, magazines, educa- 
tional textbooks, newsletters etc throughout the world. 
Should you as an editor, publisher or on behalf of an organisation, educa- 
tional establishment etc wish to enquire about our reprint and copyright | 
charges, please address your correspondence to: 
Managing Director 
Review Publishing Company Limited 
GPO Box 160, Hong Kong 
Tel: 5-293123  Fax:5-8656197 Telex: 82804 REVMD HX 


We welcome enquiries from all interested parties and assure om of our li 
prompt, individual attention. E 


Loans, Venture Capital, In- 
vestments for your Project, 
Venture. International Finance 
and investments. We will con- 
sider all types of Business Deals 
and Ventures. Latin American Fi- 


nanciers invite proposals. Send 
details of your Project, Venture 
(typewritten) to: AMIRTIMUR 
PRIVATE OIL AND MININGCO. 
LTD, Athens Tower B, Suite 
506, 115 27 Athens, Greece. 





“Isn't Holland too small 
for an international airline 


like KLM?” 
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Since its founding in 1919, KLM has been a truly 
international airline. Its first flight, in fact, was between 
Amsterdam and London. And today KLM serves 132 
destinations in 76 countries. World-wide. 

Because although KLM is Dutch, it has made the 
world its home. Achieving a reputation throughout the 
world as the sort of reliable partner people can depend on. 


E 
n 


F NOVAN 


> 


Whether that partner is a business man, travellir 
hassle-free from A to B in the comfort of Royal or Busi 
Class. Ora tourist, enjoying the total service of KLM's: 
plete Economy Class. 

Or a shipper, who needs to get cargo shipments f 
one side of the world to the other without a hitch. 

Or, perhaps, one of some 44 other airlines who make 





“That's why KLM has 


made the world its home? 


-— | IO Y ^x p IN [ES 
KLM FLIES TO 132 DESTINATIONS IN /6 COUNTR 


<LM’s proven expertise for training staff. But then, when you’ve made the world your home, 
KLM is one of the founders of Galileo; a world-wide ^ you become accustomed to serving the world. 
nputerised service system which is being developed to ‘Test us, try us, fly us. 
er tailor-made solutions for any travel plan. + 
KLM's international network keeps growing. In 1987 0000 
ingrad, Stansted, Hanover, Lyon and Izmir were ad- . WE K 
1 and in April 1988 a service to Faro in Portugal will start. The Reliable Airline KL yi 


Royal Dutch Airlines 








he battle for the survival of many of 
the world’s endangered species — 
most dramatically the rhinoceros and 
the African elephant — is being fought 
not in their natural habit but in the 
shops and docks of Asia. 
ongkong shops still carry rhino- 
ceros and antelope horn tablets, musk 
and tiger bone plaster, and armadillo 
pills. Ivory ornaments, bracelets and 
rings, lynx coats, monitor lizard shoes, 
and python-skin bags are also on sale. 
Nevertheless, Hongkong authorities 
are doing more than most Asian coun- 


tries to stop the trade in endangered | 


species. Almost alone in Asia, Hong- 
kong exercises stringent control over 
trade that includes not only the above 
mentioned items but furs, skins, gin- 
seng, rare live animals such as pango- 
lins, and stuffed ones such as sea tur- 
tles. 

Despite its free-wheeling, “anything 
for a buck” image, Hongkong is in the 
process of drafting legislation to con- 
form to new resolu- 
tions passed by the 
Convention on Inter- 
national Trade in En- 
dangered Species of 
Wild Flora and Fauna 
(CITES) in July 1987 
to stem trade in illegal 
ivory and rhino pro- 
ducts. The convention 
has recommended a 
complete ban on all 
sales of and trade in 


rhino parts — valued 
by Asians as aphro- 
disiacs — as well as 


steps to close loop- 
holes that allow partly 
worked ivory to be 
traded outside the reg- 
ulations that govern 
raw Ivory. 

The territory is a 
major consumer of 
rhino products even 
though imports and 
exports have been il- 
legal since 1979 and 
exports of old stocks 
were banned in 1986. With only about 
11,000 rhinos left in the world, repre- 
senting an 85% decline since 1970, the 
next step will be closing down internal 
trade altogether. Under existing law, 
medicines from China claiming to con- 
tain rhino horn can still be bought and 
sold in Hongkong and traders holding 
old stocks can continue to sell them. 

The amount of raw ivory entering 
Hongkong and Japan has steadily 
declined from a high of 800 tonnes 
in 1983 to only 200 tonnes between them 
in 1986, following the tightening of 
restrictions by both governments. 
Nearly two-thirds of Hongkong’s ivory 
was imported via Japan in 1985, with 


90 








Ivory carving in Hongkong: stringent controls now in place. 





less than a third arriv- 
ing directly from 
countries such as 
South Africa, Sudan, 
Tanzania and Zim- 
babwe. 

In 1986, legisla- 
tion requiring export 
licences was introduced in Japan, as 
well as a quota system for producer 
nations. "Until recently, it was fairly 
easy to import ivory to Japan on the 
basis of a certificate of origin, the valid- 
ity of which was very rarely checked . . . 


It is now suspected that the new legisla- | 


tion, that requires the prior presenta- 
tion of a valid export permit from the 
country of origin, has led to increased 
smuggling of ivory," said a 1986 CITES 
report. 


At the time the quota system was in- | 
troduced, stockpiled ivory was also re- | 
| plicants to Hongkong also must submi 


quired to be registered by the end of 
1986. According to a specialist in the 
trade, ivory traders began to move ivory 











stockpiling in Singa 
pore." 

The worldwide 
ivory trade is esti 
mated to be 88% il 
legal. With a quot: 
system now in effec 
for African produc 
ers, together with a system of registerec 
stockpiles, Hongkong is better abk 
to monitor export licences. It now 
requires importers to get the relevan 
import permits in advance of ship 
ments. 

"Thats unusual in Asia, becaus 
some countries issue import permit: 
after the shipments arrive,” saic 
Richard Chan of Hongkong’s Agricul 
ture and Fisheries Department. The de 
partment notifies CITES and the coun. 
try of origin when a shipment is refused 
and recommends an investigation. Ap 


a copy of the export permit, which i 
checked at the time of processing. 

"We are able t 
check with the export 
ing country whethe 
the shipment was au 
thorised or not. In ef 
fect, we can refuse ap 
plications right awa’ 
and successfully pre 
vent illegal shipment 
of doubtful origin, 
said Chan. 

The loophole tha 
remains for Hongkon 
to close is one that al 





lows partly worke: 
ivory to be trade 
without the  restric 


tions that govern rav 
ivory. 

Most of the depart 
ment’s nearly 400 in 
vestigations in 1987 in 
volved Hongkong res 
dents, a few of whor 
were fined a fe 
thousand  Hongkon 
dollars or less fo 
bringing owls an 


THE STOCK HOUSE 











out of Africa into stockpiles in non- 
CITES countries such as the United 
Arab Emirates and Burundi — and at 
that point, Singapore and Macau — 
anticipating the 1986 legislative 
changes. Singapore and Macau both 
signed CITES in 1986, after consider- 
able movements between stockpiles in 
these countries, particularly to Singa- 
pore. 

"Those stockpiles are starting to 
move into the main markets now, either 
worked or unworked,” said Esmond Brad- 
ley Martin, Hongkong author and spe- 
cialist in the trade. "What's happening is 
the rise of the United Arab Emirates as a 
source of semi-processed stuff and the 





monkeys from China 
otter skins from the US and tusks fror 
South Africa. 

Although a few complain that Hong 
kong's fines are too low, or its laws nc 
yet strict enough, others say the terr 
tory is unique. Unlike Japan and Sing: 
pore, Hongkong admits no exemptior 
from CITES regulations. And its stric 
domestic measures go beyond CITE 
requirements. 

"Hongkong has both the ability an 
the will to enforce its laws," said Martir 
who monitors the rhino and ivory trad 
in particular. “Our efforts are helped b 
the fact that we are an island, and ca 
more easily control entry than acro: 
land borders." — Jenny Walde 
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A MAJOR CONTRIBUTION 
10 THE EFHGIENGY 


OF THE DEFENDI 


Aerial defence, close support, long - range 
penetration, general and specific missions. 
MATRA is fully involved in the efficiency of your 
defence. 

Missiles and tactical weapons have been optimized 
to meet present and future operational 
requirements making MATRA a world leader. 
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Sensuously Smooth. Mysteriously Mellow. Gloriously Golden. Who can resist the magic of Camus XO Cognac? 
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A visit to Sydney, 
Australia during the 
Asian Pacific Trade and Industry 
Fair is a great opportunity for you 
to make new contacts, exchange 
information and ideas and foster 
new business for your company. 
On show will be a whole host 
of products from Australia, Asia 
and the Pacific, representative 

of primary, manufacturing and 
service industries. 

The theme of the Exhibition 
is “Partners In Progress” which 
expresses a marketing strategy 
aimed at developing trade 
between the nations of our region. 
The Asian Pacific Trade and 
Industry Fair, through the support 
of the Australian Government, 


Mr/Mrs/Miss 
Position 
Company |... 

Address 

Phone Fax 
Please indicate [~] your visitor classification. 
[ A. [7] Government 

B. [| Finance/Banking 

C. [) Production 

D. [] Purchasing 





Send to: Total Concept Exhibitions 


ASIAN PACIFI 
FAIR 


against oe 


m oe et — es ee VISITOR REGISTRATION FORM ee GENE A A A UN. 
Please send me my Overseas Visitor registration details including entry tickets. 


Please indicate [ ] your area of interest at the exhibition. 


Manufacturing: A. [7] Industrial 

Service Industry: C. [ ] Computer Services 

E.[ Transport F. [| Management Services 
Primary industry: — H.[ ] Agriculture 


1. [ Mining 


P.O. Box 1221 Crows Nest, NSW 2065 Australia € Kc 
Telephone (02) 436 3266 Telex AA72262 TOCOEX. Fax (02) 439 7040 























Australia invites you to the 
exhibition of the year 


C TRADE & INDUSTRY rero 
R APRIL 9-17, 1988. 





Bicentennial. E 
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n ot Whether they re big or small, today's 
3 ou are invariably complex. 
Sr So complex, i in 1 fact that the 






ë ssumes overwhelming importance. 
~ in particular, the financing solutio 

“not >t only has to help the contractor make his bid 

ore attractive; it has to help the sponsor or the 

N and sustain the project, too. 

—_ Yet its not unusual — 
in all the months, or even years, of 
intensive planning — for the critical 
question of how to achieve the most 
. cost-efficient financing to be the last 
thing on the participants" minds. 
That's when the problems 





really start. | 
| For the harsh reality is 
that, however convinced you are of 
the project's viability, others will see 
things rather differently at first. 
— While you're looking at 
the opportunities, they'll be pointing to the risks. 
And when it comes to the crunch, 

its how skilfully the risks are analysed, and 
distributed between the various participants and 
financing sources, that will determine whether or 
not finance i is A" to be available at all; and if 
] is, what it's going to cost. 

So, the earlier a project 





; And if it's Chase that you 
involve, better still. 

pe More than any other bank we have 

2 what it takes to maximize your project's true 

.. potential by minimizing the downside risk to you 

and your financial backers. 








finance specialist is involved, the better. 






















And that will be 
financing costs. E. 

First of all, ma 
executives were once line. 
important industries as mini 
petroleum, coal, aluminiur 

As a result, ot 
is unrivalled in the bank 

By combinin 
that of our project financ 
network resources and our 
ground, we'll help you ass 
market, currency and othe 
accounting, remittance ant 
regulations. | 





Then we'll help. 
financing solution. 3 
With our knov 

sources, we've put togeth: 
sponsors, and their cont 
project finance specialist 
wasn't on. Lee 
What's more, 
to back up our advice. with 
resources and underwriti "e 
Which means ve a 

project deserves to fly, cha [ 
Chase's global 

integrates size, international 
industry knowledge, and a unique readin and 
depth of investment and commercial ee | 
products and services. zu 
It's this capability that s sets t us sien 

from other financial institutions; and that. can. 
help you get your project to where you want. it 
to be. ; 
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For further information contact Will Liley or Richard Hall in Hong Kong on 1 843 1234, 
Hasan Askari in Tokyo on (31 287 4100 or Lim Jiew Keng in Singapore on 530-4245. 
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You can now open a Foreign 
Currency Account with Midland 
Bank in London, in any major 
Currency. 

As one of the world's leading 
international banking groups we 
offer you unrivalled security and, of 
course, discretion. 

And, as a non-resident, interest 
earned on deposit is free from UK 
income tax. 

To find out more about how we 
can help you, please complete the 
coupon below. 















Marketing Dept, Midland Bank plc, 
International Division, 24 Martin Lane, 
London EC4R OAH United Kingdom. 
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Address 
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Radical measures 


The report [REVIEW, 17 Dec. '87] of the 
meeting between Prince Sihanouk and 
Hun Sen, the so-called premier of the 
Hanoi-installed regime, is the be eginning 
of a step towards resolving the Cambo- 
dian crisis. By agreeing to meet a regime 
which has no legitimacy, Sihanouk has 
shown great realism for which the future 
generation of Cambodians will be 
thankful. 

However, to my mind, radical mea- 
sures will have to be taken if a perman- 
ent solution to the Cambodian crisis is 
to be found. The greatest tragedy that 
Cambodia has faced in recent times has 
been the rise of the Khmer Rouge in the 
wake of communist victories in In- 
dochina. It was the mindless Khmer 
Rouge brutality that destroyed the 
fragile Cambodian nation and provided 
Vietnam with the pretext for invasion. 
If Cambodia is not to fall again under 
the domination of these ruthless ele- 
ments, steps will have to be taken to 
block the participation of the Khmer 
Rouge in the future political structure of 
Cambodia. 

Unfortunately, with the largest and 
most heavily armed military contingent 
and backed by a powerful ally — China 
— the Khmer Rouge remains the 
biggest contender for power once the 
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Vietnamese troops are withdrawn. It 
would be naive to think that the Khmer 
Rouge will voluntarily abdicate power 
or even cooperate with others in shap- 
ing a peaceful Cambodia — a peace it 
tried its best to destroy. 

The only solution lies in a Cambodia 
in which the Khmer Rouge, as a group, 
will have no role to play. This calls for a 
guarantee from China and the Asean 
states, who are immediately affected by 
the Cambodian crisis. China must 
realise that its association with a brutal 
group is embarrassing, especially when 
the Khmer Rouge resembles China’s 
own discarded xenophobic Gang of Four. 

Without Chinese supplies and Asean 
political backing, the Khmer Rouge will 
become far less threatening. However, . 
with large armed gangs at its command, 
the Khmer Rouge might sabotage any 
government in which it is not given 
leading role. This calls for an intern 
tional peace-keeping force which would 
pre-empt any Khmer Rouge bid for 
power. 

The solution lies in the Aseanisation 
of Cambodia with the member states 
providing a peace-keeping force. The 
Khmer Rouge leadership would be al- 
lowed to live in exile while the rank- 
and-file of the Khmer Rouge would be 
disarmed and take up non-military jobs. 
Ottawa, Canada Mahmood-I-Elahi 





Respectable origins 


The first paragraph of Nick Seaward's 
article Ambitious targets for market 
supremacy [REVIEW, 8 Oct. '87] states 
that after World War II ‘ ‘pollen from a 
pisifera palm was smuggled out of 
Sumatra to a Malayan plantation in the 
guise of face-powder . . . When this 
strain was crossed with the local dura 
palm, the high-yielding tenara palm was 
created, laying the foundations of the 
[Malayasian] palm-oil industry of 
today." Whether any such smuggling in- 
cident ever occurred or not, it should be 
stated at once that the "foundations of 
the Malaysian palm-oil industry of 
today” have much more respectable (if 
perhaps less romantic) origins than Sea- 
ward mentions. 

The matter in question ts dealt with 
at some length in my book The Traders 
(Norman and Neame, London). 
Briefly, work on the apparently useless 
pisifera variant undertaken by Ringoet 
at the National Institute of Agronomy 
of the Belgian Congo at Yangambi in 
Africa resulted in Baernaert and Van- 
derweyen publishing in 1940 a paper 
recognising pisifera as the vital male ele- 
ment in the creation of the new thin- 
shelled oil-palm. 

Up to the outbreak of the Japanese 
war in 1941, H. M. Gray, of Guthrie 
and Co.'s Chenara research station in 
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Johor, had already been in close touch 
with the Congeregarding this important 
discovery; and after the war, one of his 
first acts on returning to Malaya was to 
send to the Belgian Congo for pollen of 
the pisifera for cross-breeding with his 
Deli-dura. 

Equal credit must go to him for his 
foresight in taking this step (and thereby 
initiating the great oil-palm improve- 
ment throughout the Orient) as well as 
to the National Institute of Agronomy 
of the Belgian Congo for supplying the 
pollen as a generous gift. The nuts pro- 
duced by this "pisifera X Deli-dura" 
cross-breeding were planted out in Jo- 
hor in 1949 as the first thin-shelled, 
high-yielding tenara to be created in 
Malaysia. From that moment a new fu- 
ture for the oil-palm industry opened in 
the entire East — and it is important 
that this matter should be correctly re- 
ported in the interests of historical accu- 
racy. 


Penang J. S. H. Cunyngham-Brown 


€ Nick Seaward replies: "It seems that we 
are dealing with a case of parallel import- 
ing. While Gray and Guthrie may have 
been the first to bring the pisifera pollen 
to Malaya, it is also the case that United 
Plantations (UP) brought in pisifera pol- | 
len in the guise of face-powder — albeit | 
several years later than I had indicated. 
As one of the first uM FA EM companies 
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British Aerospace will be showing the way at Asian Aerospace '88, Jan 27th — 31st. 





to. reulise the potential of palm oil, UP 
-was also responsible for the spread of 
-much of the tenera variety that made Ma- 
_ laysia the foremost producer of palm oil. 
I have checked back with UP's Datuk 
Boerge Bek-Nielsen, who first told me 
the story, and to use his words, "the fact 
-that UP was among the first in Malay- 
«sia to produce and plant substantial areas 
-of tenera palms on a commercial scale 
. was made possible by the initiatives of 
two persons in UP, namely Bybjerg 
- Pedersen, who had read a Dutch paper 
in 1957 in which it was indicated that a 
- few pisifera palms were grown in In- 
donesia. Our then general manager, 
-Rolf Grut, wrote to Prof. Smith at the In- 
-donesia research station in order to ap- 
-peal for assistance in obtaining pisifera 
pollen. Probably due to the delicate situ- 
"ation which had developed in Indonesia, 
shortly before Sukarno threw out the 
Dutch, the pollen was sent to Grut as 
: face-powder without value." 
- . Sek-Nielsen hastens to add that he 
y not dispute Cunyngham-Brown's 
contention that the Belgian scientists and 
Guthries were the pioneers in this 
respect. Having read Cunyngham- 
Brown's letter, neither do I, though 1 
find it strange that UP should have to re- 
sort to Indonesia if tenera had already 
been available in Johor for eight years. 


The Singapore case 


Derek Davies [TRAVELLER'S TALES, 
28 Jan. ] quoted Devan Nair comparing 
“present-day Singapore with the excit- 

ing early years of its foundation: “We 
[the co-founders of the People’s Action 
Party (PAP)] entrenched ourselves in 
popular imagination as champions o 
the multiracial human cause’.” 

Davies and Nair have got their his- 
tory wrong. In the 1959 general elec- 
tion, with the support of the commun- 
ists, the PAP won 53% of the popular 
vote, During the period they eulogise, 
hen the PAP was fighting the com- 
Aunists, its popular support declined. 
it lost two by-elections at Hong 
95) and Anson (36%). In the 
ral election in 1963, it only 
48% of the popular vote. Only 
independence, during the period 
nation building, did popular support 
e: in the general election in 1968 
- (8496), 1972 (69%), 1976 (72%), 1980 
: (7596). Even the 1984 figure of 63% ex- 

ceeded those for the early 1960s. 

Davies accuses the prime minister of 

“paving the way for a Confucian-style 
dynastic handover of power to his son.” 
Is there anything wrong with being Con- 

fucian, and wanting to win more popu- 

lar support? The government may never 
achieve 99% of popular support, but | 
Why should it not strive to raise it from 
: say 75% to 80% ? 
^. As for a “dynastic handover of 
power, " B. G. Lee Hsien Loong was 
elected in 1984 by the voters of Teck 
| Ghee dd a HS of 80%. Two years 
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later, in November 1986, he was elected 
to the central executive committee of 
the PAP by the party cadres. The prime 
minister had no vote in Teck Ghee con- 
stituency; and he had one out of several 
hundred votes in the party elections. Is 
Davies suggesting that the voters of 
Teck Ghee were stupid, or that the 


party cadres were accessories to 
nepotism? James Fu Chiao Sian 

Press Secretary to the 
Singapore Prime Minister 


@ Derek Davies replies: | am not sure 
what period former Singapore president 
Devan Nair was referring to; I was cer- 
tainly referring to the periods both before 
and after independence, up to, say 1971 
when the Singapore Herald was so bru- 
tally closed down. 

On the same day that Fw's letter ar- 
rived, the Asian Wall Street Journal re- 
ported also the receipt of a letter from Fu 
couched in language worth yofa Dicken- 
sian school master: "When you receive 
letters to correct errors and misrepresen- 
tation, it means we believe you can and 
will learn how your paper can report 
without distortion and be de-gazetted. 
When you no longer receive any letters — 
whatever your misrepresentations — it 
means we have given you up. 

Apparently Fu believes the REVIEW is 
still capable of learning. And apparently 
he is still somehow obtaining copies of 
the REVIEW. 


Rising support 


I have been following the case between 
the REVIEW and the Singapore Govern- 
ment closely and initially found it very 
interesting. Of late, the dispute has de- 
veloped into a dispute over interpreta- 
tion of statements made by both parties. 
Both parties have a lot to say, so why 
| don't you pour them all out during the 
trial and summarise them for the read- 
ers? 

I suggest that the case be closed for 
the time being. But please reopen it dur- 
ing and immediately after the trial. 
Sarawak Yeo Puay Khee 


Looking forward to a most daring inno- 
vation in the REVIEW: an issue without 
an irrelevant letter or whatever from 
some official of Singapore's ministry of 
failed journalism. 
Tokyo Tiziano Terzani 
This constant trivia of who said what to 
whom and when is getting rather tire- 
some. Can we move on to more im- 
portant matters? 
New Jersey Lancy i. Almeida 
I was shocked and dismayed to read the 
Singapore Government's paid adver- 
tisement on page 39 of your illustrious 
organ [28 Jan. ]. 

The heading Telling it like it is? is an 
obvious attempt by Lee Kuan Yew to 
latch on to the Hongkong Standard’s 
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highly successful advert 
which was launched i 
year and boasted, “\ 
I would have thoug 
that-be in Singapore 
with the region in p 
world in general, wot 
imagination to come u 
After all, the rest of 
vertisement seem 
ample imaginatio 
We are most al: 
by the Singapore ( 
dle in the domestic 
kong Standard by : 
our advertising cam 
Henceforth, I d 
Government pres 
at the Standard office 





Hongkong 


P. S. I call upo 

return the Pulitzer: 
for not being assoc 
in ton Post's story. 
addict. How dare yo 
prae? 


I have just read the refe 
thony Hippon aa The 







Siam, and at Ayuth 
lasted just over 10 yea | 
closed by the company. —. ic 
Hippon's death is mentioned: by 
Peter Floris, one of two Dutch mer- 
chants who had contracted with the . 
company to serve on the voyage. Hip- 
pon died in July 1612 having “com- 
playned of the flixe ever since his com- 
ming from Bantam . . . by which man 
wee had toto [sic] greate losse, as wellin 
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matters touching the seas . . . We gave E z 
him a stately buriall according as the | | 
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tyme woulde suffer. God Almightye 
graunte him a joyfull resurrection, and 
the like to us all. Amen.” (W. H. 
Moreland ed., Peter Floris: His Voyage 
to the East Indies in the Globe 1611- 
1615.) However, later that year Floris 
blamed “the milde gouvernment of the 
former deceased captaine” for the 
crew's "drincking theymselves druncke, 
fighting, knocking, dycing." 

Floris also mentions imith's death, 
but on the 14th (and not 11 July as stated 
in the quoted advertisement): “Deceased 
Mr Thomas Smith, masters mate, an ex- 
cellent astronomer and seaman.” 

As to why they should be remem- 
bered, your guess is as good as mine; 


company’s history. 
Tokyo 


the gouvernment of the shippe as in | 


neither was remotely famous in the | 







In most developing nations, one need is more urgent 
than any other. Transportation. 

Without high-speed roadways and modern airports, 
much-needed projects must be delayed. Or cancelled. 
Dams go unbuilt. Remote hospitals remain on the drawing 
board. Land that could be used for farming is left 
uncleared and unirrigated. 

For many emerging nations the C-130 Hercules air- 
lifter, and its civilian counterpart the L-100, are making 
development possible without highways or sophisticated 
air terminals. 

To civilian authorities, the Hercules transport offers 
valuable versatility, with a proven record of dependability 


= rlockheed-Georgia 


elping growing countries 
- build a big future. 


and strength. As a cargo plane, it can airlift 50,000 pounds 
of heavy equipment or supplies. As a transporter of bulk 
fuel, it has a comparable capacity. Its turboprop speed and 
power make it a fast and effective passenger plane or 
hospital ship. 

Best of all, the Hercules aircraft is cost efficient to 
operate and it can fly into and out of undeveloped landing 
fields other planes cant reach. Fields of hard-packed snow 
or earth, even sand and gravel. 

You'll find L-100s and C-130s performing valuable 
work in more than 55 countries all over the world. In some 
they're helping to protect a highly developed society. In 
others they're helping to build one. 
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J apan’s surprise recovery from recession in 1987 has 
raised hopes that Tokyo may have finally become an en- 
gine of world economic growth — rather than just a passen- 
ger. Analysts expect its economy to grow by about 4% in 
the current fiscal year, powered by a surge in domestic de- 
mand which was fuelled by a house-building boom, a con- 
sumer spending spree and a government reflationary pack- 
7 age. That increase in demand more than makes up for a 
i . . . » . 
drop in exports — until now the foundation of its economic 
strength. But Japan's huge trade surpluses are likely to 
persist, writes Tokyo bureau chief Charles Smith, giving 


rise to further friction with the US. Page 84. 


Cover photograph by Horizon/Adina Amsel Tovy. 








Page 12 

Philippine defence secretary lleto re- 
signs, citing frustration at his inability 
to implement his planned reorganisa- 
tion of the military. 


Page 12 

Embarrassed US Defence Depart- 
ment admits China is to be returned to 
the list of ‘hostile’ countries — though 
the State Department considers Pe- 
king ‘friendly and non-aligned.’ 


Page 17 

A crackdown on an honours-for-sale 

racket highlights a campaign by Thai 

“rime Minister Prem to clean 
corruption. 


The death of Tamil Nadu chief minis- 
ter Ramachandran has created a 
mood of political uncertainty in the 
state as well as southern India, and will 
affect New Delhi’s policy on Sri Lanka. 


26 
British MPs fail to shift the Thatcher 
government on the question of direct 
elections in Hongkong this year, ruled 
out by both London and Peking. 


Page 28 

The US and Japan renew sanctions 
against North Korea in response to 
the Korean Air sabotage. 


Page 30 

Cambodian resistance leader Prince 
Norodom Sihanouk agrees in princi- 
ple to participate in a coalition gov- 
ernment with Premier Hun Sen. 


Page 39 

The AVIATION AND AEROSPACE ’88 
FOCUS looks at the state of commer- 
cial and military aviation and Asia’s 
expectations in space. 


Page 76 

The Philippines is under mounting 
pressure from aid donors to speed up 
the disbursement of US$2.2 billion in 
aid funds held up by government 
bureaucracy. 


Page 77 

Malaysia offers construction con- 
tracts to Indian firms in a bid to reduce 
New Delhi’s resentment at the grow- 
ing trade imbalance between the two 
countries. 


Page 78 


Vietnam launches a campaign to at- 
tract foreign investment and technol- 


ogy to help revive its ailing economy. 


Page 80 

Sri Lanka is likely to continue the lib- 
eral economic policies of outgoing fi- 
nance minister Ronnie de Mel. 


Page 91 

Australian resources giant BHP takes 
advantage of the stockmarket crash 
to buy out its two biggest sharehold- 
ers, ending a long struggle for control 
of the group. 


Page 92 
Taiwan shows interest in rejoining 
Gatt after a 38-year absence, but 
Taipei is wary of joining on terms 
which would leave it subordinate to 
Peking. 


Page 94 

The options facing the committee 
looking into the October closure of the 
Hongkong stockmarket range from 
the philosophical, that is how much 
regulation is wanted, to the practical, 
such as whether a single nominee 
company should be formed. 
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New crisis in Bangladesh 
as ministers quit 


The resignation of two promi- 


. nent Bangladeshi ministers — 


information minister Anwar 
Zahid and health minister 
Salahuddin Kader Chowdhury 
— on 21 January has pushed 
the ruling Jatiya Party (JP) into 
a new crisis. They disagreed 
with President H. M. Ershad’s 
decision to hold parliamentary 
polls on 3 March without the 
participation of the mainline 
opposition parties. The JP 
treasurer and former MP, 
Morshed Khan, also resigned. 
Meanwhile, 15 people were 
shot dead by police in the port 
of Chittagong on 24 January 
when the opposition Awami 
League chief Sheikh Hasina 
tried to address a public rally. 
She said that the government 
was pushing the country to the 
brink of civil war. On 26 
January a strike in protest at 
the killings paralysed Dhaka 
and Chittagong. Bangladesh 
Nationalist Party chairman 
Khaleda Zia said that the op- 
position’s struggle would con- 
tinue until Ershad resigned. 


— S. Kamaluddin | | 


Aquino uses veto 

for the first time 

On 20 January Philippine Pre- 
sident Corazon Aquino vetoed 
a bill that would have required 
a congressional commission to 
approve her government ap- 
pointees. The veto, the first 
used by Aquino under the US- 
style constitution ratified in 
February 1987, sent back to the 
Senate and House of Repre- 
sentatives identical bills which 
required the congressional 
Commission on Appointments 
to endorse government ap- 
pointees down to middle-level 
bureau chiefs. Aquino said that 


. the bills would “unduly curtail 


the appointing power vested in 


the president." | — James Clad 
Malaysian opposition 


. leader resigns 


The secretary-general of Ma- 
laysia's opposition Democratic 
Action Party (DAP), Lim Kit 
Siang, resigned as party chief 
on 20 January, followed by 
four other DAP leaders who 
are similarly detained for two 
years under the Internal Secu- 
rity Act (ISA). 

Their resignations come in 
the wake of local press reports 
that the 1981 amendments to 


| parties. 


|| that it is ceasing its Singapore | 


i 

| 

| gretted 
| 

| 

| 





tainees from holding office in 
any registered society. They 
will, however, remain as MPs. 
The party has deferred accept- 
ing the resignations. 

The resignations were a tac- 
tical move to pre-empt notifi- 
cation by the Registrar of 
Societies, and will buy the 
DAP a little time for the five to 
remain in office. The onus is 
now on the registrar to make 


| the next move — one that the 


DAP hopes could embarrass 
the government if it appeared 
to be using the ISA to remove 
office bearers of opposition 
— Suhaini Aznam 


Indonesian foreign 

minister off to Moscow 
Indonesian Foreign Minister 
Mochtar Kusumaatmadja is to 
have talks in Moscow on 5-7 
February with his Soviet coun- 
terpart, Eduard Shevard- 
nadze. They will discuss expan- 
sion of bilateral relations and 
the conflict in Cambodia. 
Shevardnadze 


visit of 





to | South Korea will pass a supple- 
Jakarta and he hopes tO see | mental OR of up to Won 1 








guilty to conspiring to cheat 
and defraud the bank of more 
than B$1 billion (US$493.8 
million) of loans made to Khoo 
family companies. — Azlan 
Robert Teo, the bank's former 
senior manager, pleaded guilty 
to similar charges. Prosecutors 
withdrew charges against a 
fourth man, who was a senior 
manager in auditors Andrew 
Peattie & Co.'s Brunei office. 


IMF praises Jakarta 

debt management 

IMF managing director Michel 
Camdessus has praised In- 
donesia's economic policies 
and its handling of external 
debt — less than a month after 
Jakarta revealed that 36% of 
budget spending in fiscal 1988- 


Khoo Teck Puat, pleaded 
| 
| 


89 (beginning 31 March) would — Christopher Marchand 
go to debt service. Camdessus | | 
said any suggestion that debt - Malaysia, Singapore 


Malaysia and Singapore have 
reached agreement on the sup- 
py of Malaysian natural gas to 
ingapore — and in return, 
Singapore has asked Malaysia 
to supply an additional 2.^^ 
billion litres of water a dz 
Malaysian Prime Minister 
Datuk Seri Mahathir Moha- 


rescheduling was being consi- 
dered would be “a clear misun- 
derstanding,” and that In- | 
donesia “does not need the fi- 
nancial support of the IMF.” 
The IMF provided Indonesia 
with US$463 million in bal- 
ance-of-payments support in 
1987, but Camdessus said there 
were no plans yet for any | 


1 


further such credit. mad said details of both 
— Michael Vatikiotis | agreements were being worked 
Supplemental budget out, and hinted that the 


neighbouring Malaysian state 
ohor may be the site of 
some of the additional water- 
treatment plants, built under 


Soviet leader Mikhail Gor- | trillion (US$1.3 billion) to fund | joint venture with Singapore. 
bachov.  — Michael Vatikiotis | infrastructure projects prom- — Nick Seaward 
ised by president-elect Roh | 

—, | Tae Woo. This means that the | Nepal, Bangladesh seek 
| ANNOUNCEMENT budget, originally set to rise | more bilateral trade 


| The Review has served notice | 


| printing and distribution opera- 
tions. 


| director of Review Publishing 
| Co. Ltd, the publishers of the 
| REVIEW, said the company re- | 
the decision. “The | 

REVIEW has enjoyed excellent | 
| personal and business relations | 
with both Times Printers and | 
Changi International Distribu- | 
tion Services. Printing in and | 
distributing from Singapore is 
now no longer commercially at- 
tractive since the REVIEW has | 
been denied its circulation in | 
Singapore. An increase in 


| 
| 
| 
| 
Charles Stolbach, managing | 
| 
| 
| 


Singapore's postage rates has 
further reduced its appeal as a | 
distribution centre. 
"Should the current restric- | 
tions imposed on the REVIEW'S 
circulation be lifted, and the 

magazine be again allowed to 
circulate freely in Singapore, | 
we would gladly contemplate | 
a resumption of our printing | 
and distribution operations | 
there,” | 
Before the present restric- | 
tions, nearly 66% of the print | | 
run of the Review was printed | 
in Singapore. The Review had | 
been spending about S$3 mil- | 
lion (US$1.48 million) annually || 
within Singapore on printing | 
and distribution. | 
| 
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Officials of Nepal and Ban- 
gladesh have agreed to ap- 
proach India individually in a 
bid to win land-transit facilities 
for bilateral trade, after a four- 


9%, will instead be up 14.9%. 
The projects include a 505-km 
expressway along the country’s 
west coast, industrial develop- 
ment and land reclamation. 





— Mark Clifford | day meeting in Kathmandu in 

EM. mid-January. Trade between 
India rejects proposal | Nepal and Bangladesh, which 
on foreign investment stood at US$144.9 million in 





fiscal 1983-84 (ended mid- 
July), fell to US$43.1 Mn 


India's Industry Ministry has 
rejected a proposal by its policy | 
committee to allow foreign | in 1986-87. The delegates als 
equity in small-scale industrial | agreed to address payments 
units as a means of upgrad- problems and the import- and 
ing technology. Local indus- | export-licensing system in their 


trialists argued that this might | respective countries. 

unfairly allow foreign multina- | — Kedar Man Singh 
tionals or Non-Resident Indians 

to invest where Indian big busi- Foreign investment up 


ness was barred — or might | Slightly in China 
allow some local businessmen | Foreign investment in China 
a "back-door" entry into the | rose marginally in 1987 from 








eerie scale sector through their | 1986, a spokeman for the 
foreign associates. Ministry of Foreign Economic 
— Lincoln Kaye Relations and Trade said. 
| i | Zhou Keren said China had ap- 
Another guilty plea in proved the establishment of 
Brunei bank case 


2,230 foreign-invested enter- 
prises with a total contract 
value of US$3.68 billion, up 
30% over 1986. Paid-in direct 
foreign investment was US$1.9 
billion, a rise of 1.3%. Invest- 


Andrew Peattie, a third defen- 

dant in the National Bank of | 
Brunei fraud trial, has entered | 
a plea of guilty to certifying | 
false annual reports for the | 
bank. Last November, Khoo | ment from Hongkong fell to 


Ban Hock, the bank's former | less than 70% of the total from 
executive chairman, and son of | more than 80% in 1979-85. 
fugitive Malaysian financier — Ellen Salem 
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SHADOWY TRIP 


An 18-member South Korean 
business delegation is planning to visit 
Vietnam in March to discuss trade 
and investment possibilities. South 
Korean officials, who are concerned 
about possible criticism from Asean, 
deny the trip is being planned. One of 
the trip’s organisers is Nguyen Xuan 
Oanh, a former South Vietnamese 
regime official who now serves as an 
. economic adviser to Hanoi. Oanh 

| visited South Korea last August as a 

| guest of Korean Air. 


_ MINING OVERTURE 
- Chinese workers assigned to a 
Sino-Australian joint-venture iron 
ore mine being developed at Mt 
Channar in the Pilbara region of 
= Mostern Australia could find they 
-. ye some Russian neighbours in 
future. State Minister for 
Economic Development David 
Parker, who visited Moscow in 
November with Prime Minister Bob 
Hawke, has invited a senior Soviet 
steel-industry official to his state in 
March to discuss involvement in new 
iron mines, including taking up 
equity. The McCamey's Monster iron 
deposit, being opened by magnate 
Lang Hancock for East European 
customers, is top of the list. 


WAR SCHOOL 


The Philippine communist New 
People's Army (NPA) is placing 
greater stress on developing a pool of 
commander-cadres in new military 





e information minister and the health 

er resigned after disagreements over 

ing of parliamentary polls in Feb- 

idan D The opposition accused 

iooting dead atleast 15 people and 

nding 300 when they opened fire as anti- 

vernment demonstrators tried to hold a 

ly in southern Bangladesh (25 Jan.). A 

. widespread strike was held to protest against 
(he e poen shooting (26 Jan.). 






"Premier of the Vietnamese- backed Heng 
Samrin government, Hun Sen, proposed a 
| , two-year timetable for withdrawal of Viet- 

: namese pies during talks in France with re- 
| -sistance coalition government leader Prince 
. Norodom Sihanouk (27 Jan. ). 


-. CHINA 

: Police in Tibet released 59 people de- 

- tained for takin part in anti-Chinese riots in 
$ Lhasa last year (27 Jan.). 


it the start of the House of Commons 
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training programmes, giving rise to 
speculation that a proper officer corps 
may emerge. The new programmes 
include intensified training in 
conventional warfare involving larger 
numbers of line units and more 
firepower. Thisis part of an NPA plan. 
to intensify its nearly 20-year-long 
war against the Philippine 
Government (REVIEW, 17 Dec.'87). 
Higher-status "officers," who will 
retain their current title of 
"commander," will be given greater 
responsibility for maintaining and 
using the heavier weapons the NPA 
hopes to deploy soon. 


ROYAL Hil HIDE-AWAY 


The Sultan of 
Brunei has sold 
the Royal 
Holiday Inn in 
Singapore to the 

| | Brunei 
Investment 
Agency (BIA), 
which manages 

| Bruner's official 
reserves. The sale 
took place during 
the 12 months to July 1987. Abdul 
Rahman Karim, who heads BIA, 
became a director of the Royal 
Holiday Inn holding company in 
October 1986. The sultan is not 
thought to have made a loss on the 
property, despite having bought it 
from Khoo Teck Puat near the peak 
of the hotel boom market in 1983. To 
replace the Royal Holiday Inn, the 


debate on Hongkong, British Foreign Sec- 
retary Sir Geoffrey Howe reaffirmed Lon- 
don's commitment to Hongkong and re- 
jected claims that it was prepared to sell out 
the territory to forge better relations with Pe- 
king (20 Jan.). 


INDIA | 

Sikh gunmen burst into a house in Chan- 
digarh and massacred a police informer and 
his family while they slept (23 Jan.). Sri Lan- 
kan President Junius Jayewardene arrived 
on an official visit (25 Jan. ). 


JAPAN 

The government imposed sanctions 
against North Korea, accusing Pyongyang of 
destroying a South Korean aircraft (26 Jan). 


NEPAL 

The president of the outlawed Nepali 
Congress, Krishna Prasad Bhattarai, was ar- 
rested, a party source said (27 Jan. ). 


PAKISTAN 
A bomb blast ripped through a black mar- 
ket bazaar killing two people and wounding 





|! sultan has bought the Hyatt Hotel, 


which is directly opposite, and 
ordered decoration of a large suite 
there for his parsoni use; 





















concern in Manila 
York, sifting evid 
cronies of forme 
Ferdinand Marc 
many current po 
Several promine 
legislators and : 
officials could. fa 
the US Justice D 


opinion in favou 
Corazon Aquin 
State Departme 
this judicial zeal 
letters late last yeai 
prosecutor in New ' 
possibility of taking p 
against State Departme 
who have misled the grand 






During a recent trip to Sa 
Bangladesh President H r: 
offered Riyadhtheservicesof ` 
Bangladeshi troops to replace about. 
30,000 Pakistani troops wh | 
sent home. However, Ershad'Ss — 
proposal, despite its being cheaper — 
than the arrangement Riyadh had. 
with Islamabad, is likely to be tuned: 
down by the Saudis. 





some others in Quetta (24 Jan. ). Nine people 
were killed when a bomb went off on a busin 
the Swat Valley, it was reported (25 Jan.). 


PHILIPPINES 


Rafael Ileto resigned as defence minister; 


and was replaced by armed forces chief Gen. 

Fidel Ramos (27 Jan.). Unidentified armed 
men burned disputed election returns in one 
southern Philippine town and stole untallied 
returns in another (22 Jan.). An anti-graft 
court ordered the arrest of a top official on 
the Philippine Commission on Good Gov- 
ernment, who is accused of violating a law 
barring senior officials from private enter- 
prise (26 Jan.). 


SRI LANKA 

Sri Lankan police killed five members of 
an outlawed leftist group in a clash in the 
southern jungles, it was reported (24 
Jan.). 


TAIWAN 

President Lee Teng-hui put into effect a 
law allowing street protests after a 39-year 
ban (20 Jan 3 








REGIONAL AFFAIRS PHILIPPINES 


Defence Secretary lleto resigns, citing lack of influence 





By James Clad in Manila 


| n any brand of politics, it is not enough 
just to be right, one must also have 
clout. Philippine Defence Secretary 
Rafael Ileto came to grief over this all- 
important caveat: no matter how cor- 
rect his plans for reorganising the mili- 
tary or beating the communist rebels, 
his departure from the cabinet on 23 
January confirmed his failure to put 
them into practice. 

Although his resignation, therefore, 
simply capped a situation in which he 
had little real influence, the loss of Ileto 
means more than just another cabinet 
change. In 23 months, the turnover in 
President Corazon Aquino’s cabinet 
has been 22 ministers, with all but two 
vacancies arising from resignations. 

First of all, Ileto's resignation signals 
a defeat for his brand of depoliticised 
professionalism in the Armed Forces of 
the Philippines (AFP). Ileto cannot 
claim to be the only proponent of pro- 
fessionalism inside the 156,000-member 
AFP — a figure that omits reservists and 
paramilitary units — but he does come 
close to exemplifying that US-be- 
queathed ideal. 

Secondly, Ileto's departure after just 
14 months in the job confirms the politi- 
cal acumen of AFP chief of staff Gen. 
Fidel Ramos, the man Aquino has 
picked as the new defence secretary. 
Bringing Ramos into the cabinet helps 
consolidate government authority with- 
in the military structure. 

Civilian command linkage from the 
presidency down into the AFP becomes 
tighter than in many previous years, 
with Ramos now running the Depart- 
ment of National Defence (DND). 
Also, his friend and former Philip- 
pine Constabulary (PC) commandant, 
Lieut-Gen. Renato De Villa, is the 
AFP's new chief of staff. Critics of 
Ramos claim, however, that this au- 
thority is built on factions and is peril- 
ously incomplete. 

Ileto resigned in a one-page letter to 
Aquino dated 14 January. "When I 
made my decision to serve your govern- 
ment, I did so cognizant of . . . an in- 
surgency which has grown alarmingly 
strong because of a regime that had not 
addressed the welfare of its people," the 
retired general and former ambassador 
to Thailand told the president. 

“I felt the insurgency . . . should be 
dealt with effectively by a well-or- 
ganised, revitalised Armed Forces [and] 
this is the rationale behind the . . . con- 
cepts I had repeatedly proposed for the 
military," he continued. “The reorgani- 


12 


sation of the military has 
not proceeded as I had en- 
visioned, and I fear that 
divisive elements and con- 
troversial issues within the 
military, if not checked 
promptly, will erode what- 
ever gains we have 
achieved since February 
1986.” 

In March 1986, Aquino 
chose Ileto as one of two 
deputy defence ministers 
in the wake of the popu- 
lar and military uprising 
which ousted former presi- 
dent Ferdinand Marcos 
and brought her to power. 
She made him full defence 
minister after sacking Juan Ponce En- 
rile in November that year (REVIEW, 
4 Dec. '86). But Ileto did not do well in 
contests for influence, either in the AFP 
or at the presidential palace. 

Known as a mildly spoken man, 
Ileto's letter to Aquino alluded directly 
to conflicting ideas about reforming the 
military, especially the future of differ- 
ent AFP service arms. Ileto and Ramos 
differed notably about the PC, a 43,000- 
man force uneasily straddling two roles: 
police duties and field-force fighting. 

Ramos was PC commandant for 14 
years — it remains his power base. But 
the PC, the AFP's original nucleus, has 
a mixed score card and reputation. The 
communist New People's Army (NPA) 
grew dramatically precisely during the 
years Ramos commanded the force. 





DIPLOMACY 
Who goes there? 


By Nayan Chanda in Washington 





legal challenge to a US Defence 
Department rule has helped to 
expose the gap between ideology and 
realpolitik that marks Sino-American 
relations. An embarrassed Pentagon 
has admitted that while trying to deve- 
lop military cooperation with Peking, 
it has secretly kept China on a list of 
“hostile nations" — unbeknown to the 
State Department which considers 
China “friendly and non-aligned.” 
Ironically, the discrepancy be- 
tween the Pentagon’s public and pri- 
vate postures surfaced as a result of a 


Losing the palace war 


The 1987 constitution 
foresees the PC's end as a 
separate unit, mandat- 
ing “one police force, 
which shall be national in 
scope and civilian in cha- 
racter." 

However, phasing out 
the PC, if it ever happens, 
means deciding where its 
officers and men will go. 
Army officers often affect 
to despise the PC, while 
control over the Integr * 
ed National Police, t 
other likely destination tor 
the dispersed PC men, is 
supposed to pass soon to 
local officials. 

Ileto wanted the army, not the PC, to 
take centre-stage when it came to fight- 
ing NPA guerillas. He believed lessons 
from the last rural insurgency, the 1950s 
Hukbalahap rebellion in central Luzon, 
still had application. Ileto told the 
REVIEW he sought “back to basics” in 
training, such as weaning soldiers off 
automatic weapons and back to single- 
shot accuracy, with greater emphasis on 
troops carrying out long patrols away 
from established base camps. 

At the AFP's monthly command 
conferences, Ileto urged improving 
rural intelligence and lifting the number 
of AFP-initiated encounters with the re- 
bels. Ramos endorsed many of these 
ideas, but they differed over method 
and pace. Ileto also had little control 
over Ramos’ command-rotation deci 


court case which challenged whether 
US regulations favoured China over 
Vietnam, though both are communist 
countries. The affair began with a 
lawsuit by two Vietnamese-born em- 
ployees of a US company who charged 
that the Defence Department denied 
them security clearances because their 
country of birth is on the Pentagon’s 
hostile-nations list. 

In accordance with Pentagon regu- 
lations, the list is used in the determ- 
ination of security ratings for immi- 
grants. Those from 26 countries rated 
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i sions. The post-Marcos AFP restructur- 


- ing has created 14 “unified commands,” 


| coexisting uncertainly alongside 12 


. Marcos-era "regional unified com- 
. mands” (RUCs). The promised aboli- 
- tion of the RUCs has been slow in com- 
(ing under Ramos. 

After the failure of an Ileto-en- 
~ dorsed effort to retire Ramos in mid- 
.. 1987, expectations grew that, sooner or 
. later, Ileto would have to leave. His re- 
placement by the 59-year-old Ramos, 
whom Aquino values highly, was 
mooted prior to the last major cabinet 
shake-up in September 1987 (REVIEW, 
24 Sept. '87). Former senator Raul Man- 
glapus last year said he had expect- 
ed to be offered the defence portfolio, 
but got the foreign secretary's job in- 
stead. And it was well known that in 
past months Ileto's health had not been 
good. For these reasons, lleto's resigna- 
tion hardly came as a thunderbolt. 

On 23 January, Ramos became the 

rd man in Aquino's government to 

a the DND. He spoke graciously of 
67-year-old Heto’s contributions, refer- 
ring to him as "my mentor, elder 
brother, friend and superior." At the 
same ceremony Aquino installed 21 
new generals, including eight for the 
army and four for the PC. De Villa be- 
came a four-star general. 


he easy transition could not disguise 

AFP grumbling about the “PC 
mafia." This by itself need not lead to 
trouble. The capture in December of a 
principal leader of last year's 28 August 
army rebellion, Col Gregorio Honasan 
(REVIEW, 24 Dec. '87) deflated mutiny- 
minded critics. So has an increase in sol- 
diers' pay and other reforms. 

The more pressing problem centres 
on the retirement in April of an unpre- 
cedented number of senior officers. 
Most belong to the “Class of 57," a re- 
ference to Philippine Military Academy 


(PMA) graduates of that year. The new 


onstitution requires Officers either to 





; d sil born | in com- 

ist China while denyi g them to 
jorn in Vietnam. 

Pentagon spokesman told the 

MEW. that “China was incorrectly 




















deleted from the list in 1987 and it will 


be returned to the list in the next 
dition.” Privately, however, officials 
plained that in order not to hurt 
nese sensibilities while the US 
lanned military cooperation with 


AH EASTERN ECONOMIC REVIEW e 4 FEBRUARY 1988 


nd . d year Peking was dropped from the 
le ~ public list. But in practice, they said, 
a € China continued to be rated as hostile. 





by the Pentagon stated that “the Peo- 


of | v e's Republic of China has been andis _ 
Be. onsidered to be a country 


with interests adverse to those of the 
United States.” Moreover, if a coun- 
try is believed to be using immigrants 
| as spies itis put on the list. 


flects Wa: 


retire at the age of 56 or after serving 30 
years, whichever comes first. Marine 
commandant, Maj.-Gen. Rodolfo Bia- 
zon, told the REVIEW that 42 of 97 cur- 
rent general officers may head out to 
pasture in April. 

Apart from the large number, this 
year's crop of retirees includes some of 
the country's most respected officers. 
Topping the list are army Maj.-Gen. 
Cesar Tapia, the Southern Command 
chief; his deputy, Brig.-Gen. Mariano 
Adalem; army Maj.-Gen. Felix Braw- 
ner, the Northern Luzon chief; PC 
Civil-Military Relations chief Brig.- 
Gen. Dionisio Tangatue; army Brig.- 
Gen. Restituto Padilla, and navy Rear- 
Adm. Tagumpay Jardiniano. 

Most are likely to go quietly. But 
much uneasiness turns on which senior 
officers may have enough clout to de- 
fer retirement. Up to now the Aquino 
government’s most prominent AFP 
"overstayers" are Ramos himself, due 
for retirement two years ago, and 
former AFP vice-chief of staff Lieut- 
Gen. Salvador Mison, now Aquino's 
customs commissioner, who won a year’s 


aii a US S Navy vi visit last . 


A document submitted to the court 












hile putting China on the list re- 
ington's long-term concern 





over the trustworthiness of communist 


countries, the Pentagon's embarrass- 
ment over the issue at the same time 


highlights the value it attaches to co- 


operation with Peking against any pos- 


sible common Soviet threat. 
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Two members of th 
just moved up the hie 
Gen. Eduardo Ermit 
chief of staff (and ha 
ant-general), replac 
from the PC and a 
odus seem A ie 


the chief of staff's “tour rot | ty. E 
not exceed three years," that time limit 
may simply chart the length of De 
Villa's term. 

The constitution. also stipulates that 
“laws on retirement. of militar ry officers 
shall not allow extensions of their ser- 
vice.” But that is taken to mean new 
laws from the Congress, not the existing 
rules which permit waivers by the presi- 
dent. Some congressmen are already 
bridling at De Villa's likely extension. 
Attention also focuse the new PC 
commandant, former Capital Com- 
mand chief Maj. -Gen. Ramon Mon- 
tano, a 1958 PMA. graduate. Critics 
doubt that he will serve just one year. 

Rapidly changing command as- 
signments compound the retirement 













issue. The military grew four-fold after - zm 
1972. Inevitably the officer corps must | _ 


thin out. But increasing talk that offi- 
cers on ever shorter, pre-retirement as- 
signments are trying to reap fast per- 
sonal gains while they can, especially 
those controlling procurement. The 
AFP's 1988 budget grew 25% over 1987. 
A mutiny pegged only on the retire- 
ment issue seems far-fetched. Perhaps 
the most widely admired '57 classmate, 
Tapia, seems an unlikely coup leader. 
“Not a single flag in Mindanao flew 
upside down,” he told the REVIEW 
proudly, in reference to Philippine flags 
flown upside down at military encamp- 
ments that had joined the 28 August 
mutiny last year. “We can accept re- 
tirement,” another general told the 
REVIEW, “so long as the rules are 
applied without exception.” 
Nonetheless, some foreign observers 
are pessimistic about underlying AFP 
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unity. The US Embassy military at- 
taché’s office in recent months has 
taken a decidedly less upbeat view of 
military stability than the US State De- 
partment. 

A sense of balance must be retained. 
Bringing Ramos into the cabinet does 
not mark a radical shift from past prac- 
tice. About half the defence secretaries 
since 1946 have had prior AFP careers. 
And despite charges that Ramos is an 
excessively “political” soldier with presi- 
dential ambitions, previous military 
men have also remained in civilian poli- 
tics after taking the defence portfolio. 

Even the “overstayer” problem is 
hardy perennial. During Marcos’ time, 
as many as 60 “extendee” officers clut- 
tered the books. Ramos moved im- 
mediately to retire 25 overstayers after 
Marcos’ ouster. Another 20 generals 
and 19 colonels went out the door in 
April 1986 and 25 more left in 1987. 
During his time at DND, Ileto culled 
out nearly 500 active-duty officers, leav- 
ing about 1,000 civilian staff intact. 
Ramos will probably replace Ileto's two 
under-secretaries, Fortunato Abat and 
Leo Quisumbing, and most of the 


new job will remain unchanged. So will 
the confused military politics with which 
he must deal. For example, as the out- 
come of the 18 January local poll 
(REVIEW, 28 Jan.) becomes clearer, the 
government must now deal with two 
awkward results in northern Luzon. 


qu provisional counts showed an 
avowedly Marcos loyalist ex-colonel, 
Renato Abadilla, winning the vice-gov- 
ernorship of Ilocos Norte province. In 
neighbouring Cagayan province, an ac- 
tive duty colonel, Rodolfo Aguinaldo, 
won the governorship. Aguinaldo, de- 
scribed in an Amnesty International re- 
port as a torturer, supported the Hona- 
san revolt last August. Both officers 
trounced government-backed candi- 
dates. Abadilla conducted his campaign 
from a Manila jail, where he was impri- 
soned by Ramos to await court martial 
on charges relating to the January 1987 
mutiny of Marcos loyalists. 

Although these contests show most 
dramatically the blurring between mili- 
tary and civilian functions, the interplay 
between local officers and local politi- 
cians is often complex in other parts of 





relatives — such as cousin Victor 
Sumulong in the Rizal province gover- 
norship election or sister-in-law Mina 
Aquino Albert in Quezon City — can be 
expected to dodge Ramos if his alleged 
ambitions become more pronounced in 
the run-up to the 1992 presidential poll. 

Ramos comes from a distinguished 
family. His father was former foreign 
secretary Narciso Ramos and his sister 
Leticia Ramos-Shahani now chairs the 
senate foreign relations committee. 
Ramos became AFP chief of staff in 
March 1986, edging out another contend- 
er, Maj.-Gen. Jose Magno, who with 
Ramos’ backing became Aquino’s spe- 
cial adviser on military affairs. 

Elsewhere in the country, some of 
the older “dynasties” — notably the 
family of Vice-President Salvador Lau- 
rel in Batangas — did poorly in the 
18 January poll. But in some regions, 
others, such as the family of Sen. John 
Osmena of Cebu, did well. 

The main anti-dynastic rhetor. 
came from the Liberal Party of Sena 
president Jovito Salonga, which made 
impressive gains. And not all the 
marriages-of-convenience forged by 


DND's eight assistant under-sec- 
retaries. 
Much of Ramos’ work-load in his 


CHINA 
Rethinking Tibetan riots 


Detainees freed as party blames leftism 


By Robert Delfs in Peking 


p olice in Tibet have released 59 people arrested after anti- 
Chinese riots in Lhasa last September and October just 
three weeks before the annual Tibetan Buddhist prayer festi- 


val. Another 13 detainees were released in late October last | 


year; 10 remain in custody, China's official Xinhua news- 
agency said. 

The release comes amid signs of a communist party de- 
bate over whether “leftism” played a role in last year's riots, 
which authorities have officially accused agents of the exiled 
Dalai Lama of instigating. Leftism is a party code word for 
the earlier suppression of Tibetan Buddhism. 

The detainees were released at the request of the Panchen 
Lama — the second spiritual authority after the Dalai Lama 
— who is a vice-chairman of the standing committee of 
China's National People's Congress. The Panchen Lama had 
arrived in Tibet on 11 January for an inspection tour and to 
attend the prayer festival, Xinhua said. 

Chinese authorities have consistently 
stressed that the riots were “organised, plan- 
ned and premeditated . . . [and] instigated by 
the Dalai Lama clique.” But a recent enlarged 
standing committee meeting of the Tibetan 
regional party committee held from 3-8 Jan- 
uary said that leftist ideology and the failure to 
recognise Tibet’s realities were the real cause 
— the first criticism of leftism in Tibet since 
the riots. 

The meeting unanimously concluded that 
the Lhasa riots, though instigated by the Dalai 
Lama clique, “were basically the result of a 
long period of leftism," a Lhasa regional 
broadcast monitored on 10 January stated. 
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the country. And the so-called “dynas- 
tic issue," which reportedly played | juangco, delivered a golden dividend 
some part in election defeats for Aquino 








Aquino's brother, Jose ‘Peping’ Co- 


on election day. 


*Many cadre party members lack sufficient understand- 
ing of Tibet's unique features, especially nationality and re- 
ligious questions, and frequently view and handle these ques- 
tions in a leftist fashion, thus becoming divorced from Tibet's 
realities." The reality of Tibet, the report said, is that *prac- 
tically everyone has religious belief," and “the historical 
development of Tibet is closely linked to religion." 

Since religion is **a spiritual prop" of the Tibetan masses, 
the report continued, the party's policy on freedom of re- 
ligious belief should ensure that temples, monasteries, religi- 
ous figures and believers can carry on their activities nor- 
mally. 

Fairly liberal policies in Tibet were implemented in 1980 
after an inspection tour by former party general secretary Hu 
Yaobang and Vice-Premier Wan Li. Further liberalisation, 
including expanded financial subsidies, restoration of tem- 
ples and plans to open tourism, were announced in 1984. 

But these policies were attacked after Hu's forced re- 
signation as general secretary early last year. However, a 
special conference of party representatives which conven- 
ed at Lhasa last June defended the policies on Tibet, and 
declared that no change was necessary. 

The absence of criticism of leftism in Tibet since the riots 
and the frequent mention in the Chinese press of a “serious 
political struggle" in Tibet had raised fears 
that the liberal policies may be curtailed and 
tighter controls reimposed on religious af- 
fairs. 

The new criticism of leftism suggests that 
the party's conciliatory policies towards Tibet 
have been reaffirmed at the highest level. 
However, the national media has not carried 
criticism of leftism in Tibet. The official Peo- 
ple's Daily reported a resolution passed by the 
Tibetan regional people's congress on 23 Jan- 
uary which reiterated the official line that the 
riofs were instigated by the Dalai Lama 
clique, but made no mention of the regional 
party's finding that leftism was a basic cause of 
the riots. LH 
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By Shim Jae Hoon in Taipei 


5 @ enn a month-long mourning 
XW for president Chiang Ching-kuo 
who died on 13 January, Taiwan's op- 
position has called off all demonstra- 
tions and rallies in a political ceasefire 
announced by the Democratic Progres- 
-sive Party (DPP). 

>: Yet within the DPP, a quiet debate | 
- has intensified as to how it should deal 
-with the post-Chiang period and with 
the new leadership to emerge in the rul- 
ing Kuomintang (KMT). Although the 
.DPP will accelerate their continuing 
campaign for fundamental political re- 
form, it hopes to do this through a mod- 
| erate rather than confrontational ap- 
| proach. 

In opting for a calculated increase in 
its activism, the DPP is acutely aware of 
the need to avoid pushing the new KMT 
1- leadership into a corner. Issues which 
| DDP leaders face involve how cauti- 

. ously they should press for more demo- 
cratisation, whether the present pressure 
might lead to confrontation, and how 
and when to restrain demands from 
| party radicals pushing for Taiwan’s in- 

[| dependence. 
These issues were being discussed 


that may strain its own unity as well as 
its working relationship with the KMT. 
On 16 January, the Taiwan High Court 
sentenced Tsai Yu-chuan and Hsu 
Tsao-teh — well-known Protestant dis- 


when the party was jolted by two events | 


| 
| 
; 





| 
| 









Softly, softly push 


Opposition activists debate post-Chiang strategy 


sident figures from the Formosa Politi- 
cal Prisoners’ Association — to jail 
terms of 11 and 10 years each for ad- 
vocating Taiwan’s independence, a de- 
mand which is anathema to Taipei and 
Peking alike. 

The harsh verdict seemed to be a 
warning to dissidents about adopting a 
pro-independence stance, especially at 
this delicate time of political transition. 
Although the Formosa group is a major 
faction inside the DPP, the party has so 
far refused to officially endorse the in- 
dependence line, merely adopting a re- 

solution affirming the freedom to talk 
about the demand for independence. 
The Formosa group, however, has 
clung to the slogan, seeing it as a symbol 
of opposition against the KMT mainland- 
ers dominating the native Taiwanese. 

An apparently more ominous de- 
velopment occurred in the southwest- 
em city of Tainan on the night of 
Chiang’s death. According to DPP 
sources, a stranger appeared before the 
party office there, setting off firecrack- 
ers and saying people ought to “cele- 
brate the death of the dictator [Chiang]." 
Shortly after, 10-15 angry youths 
showed up, pets rocks and bricks at 
the party office, ostensibly enraged by 
the disrespect for the late president. 

The sources said that one of the 
youths seized by DPP people was an en- 
listed man from the Taipei Garrison 


SKETCH by Morgan Chua 


Native son shines 





N Coraud a: military | investigative- 

arm that all dissidents had learned to - 

| dread under martial law. “It seems this - 

| incident was staged to incite political 

| unrest so that they can crack down on 
us," the sources told the REVIEW. 

| Whatever the explanation, these in- 

i cidents have caused enough concern 

| among DPP leaders to rethink its plan- 

| ned political struggle. The party had 
prepared a series of new island-wide dem- 

| onstrations to hasten the KMT to re- 

| tire ageing mainland deputies and thus 

| raise the number of seats available for 

| new election in the next Legislative 
| Yuan election in November 1989. 

|... Veteran DPP leaders such as Kang 

| Ning-hsiang and Fei Hsi-ping would 
| prefer to tone down the upcoming bat- 
| tles on the streets and in the Legislative 
| Yuan, but the challenge facing them is 
| howtoreininthe increasingly vocal rad- 
| icals clamouring for sharper confronta- 
| tion. Fei Hsi-ping, the only DPP legis- 
lator from the mainland, has voice 

| concern over the election of a new ar 

| much more hardline DPP floor leader, 
| Chiu Lien-hui. 

| 

| 

| 

| 


B: contrast, radicals such as Hong 
Chi-chang, a DPP member of the 
national assembly, believe the party 
should place higher priority on seek- 
ing the release of Tsai and Hsu. He 
said that since the 15 July 1987 lifting 
of martial law the number of dissidents 
jailed has increased. Hong himself is 
facing charges of inciting violence and 
noting for leading some 3,000 dem- 
onstrators against the national security 
law last September, though his support- 
ers are calling for renewed street cam- 
paigns. 

Recently, some DPP officials have 





Locally born Lee Teng-hui set to capture KMT chairmanship 


que President Lee Teng-hui has 


surprised everyone by becoming the 


| likeliest figure to take over at least as 
| acting chairman of the ruling Kuomin- | 
| tang (KMT) just two weeks after the 
| death of his political mentor, president 


Chiang Ching-kuo. His expected elec- 
tion to the post by the KMT central 
standing committee on 27 January was 
regarded as a mere formality. 


Most unusual in his rise is the support 
| that has come from outside the geronto- 


cracy-dominated ranks of the KMT 


| party machinery — the 31-member 
| central standing committee is filled with 


members in their 80s and even 90s. 

The first rumblings against this 
"reign of elders," as it is dubbed, 
started on 18 January when Jaw Shau- 
kong, a young KMT liberal legislator 
from Taipei, began soliciting signatures 


| for a petition to draft Lee, a native-born 
| Taiwanese, as acting chairman. The 
| support Jaw received from fellow legis- 
| lators surprised him as much as it did 
| ageing party leaders. Within three days, 
| Jaw had collected 39 signatures from 
| the Legislative Yuan, 21 from the Na- 
| tional Assembly, and 43 from the Con- 
| trol Yuan, of whom 19 were from KMT 
| elders elected on the mainland in 1948. 
| Jaw and his supporters have sound 
| reasons to stage what local commen- 
| tators called "the rebellion of the 
| youths.” Unlike the ageing mainland 
| deputies, they face re-election in 
November 1989. Unless they acted 
| quickly, they felt they might not be able 
| to block Prime Minister Yu Kuo-hua, 
| 74 — a target of universal criticism as an 
archetype of Chiang Dynasty conser- 
vatism — from being chosen as acting 





570 5 CA FEBRUARY 988 e FAR EASTERN ECONOMIC REVIEWS = 


Pay 
i 


also objected to the party’s decision to 
send an official mourning delegation to 
pay homage before Chiang’s altar, 
questioning whether the KMT would 
reciprocate if the top DPP leader died. 

As the squabbling grows, differences 
are widening over other serious issues, 
such as whether a military coup is possi- 
ble. The radicals, for example, tend to 
discount an army coup scuttling the op- 
position. According to one DPP radical: 
“Taiwan is not a South Korea or the 
Philippines where army generals can 
fairly easily evade civilian supervision to 
seize power.” 

For such a benign opinion they have 
the late Chiang to thank. Under the sys- 
tem of placing political warfare officers 
alongside each combat unit command- 
er, Chiang shrewdly kept a watch over 
potential coup makers. In addition, few 
general-class officers receive more than 
a single two-year term of duty in any 
given post, so as to prevent them from 

nsolidating influence. 

Against a background of such con- 
flicting signals and opinions, the DPP is 
trying to reach a new consensus over the 
post-Chiang political evolution. In the 
months ahead, Chiang’s sudden depar- 
ture might help them close ranks, even 
briefly eclipsing the divisive issue of 
Taiwan’s independence. 

Many DPP leaders have also ma- 
tured, enabling them to see the prob- 
lems of their KMT adversaries during a 
time of crucial transition. Senior DPP 
legislator Ju Gau-jeng said: “Chiang’s 
death has thrown more challenge to the 
KMT than to us. The KMT has abruptly 
lost an authoritarian, paternalistic fi- 
gure .. . We should allow his successor 
to go slow, and we should not rock the 
boat.” 





chairman. Yu is unpopular with mem- 
bers of all three chambers. 

Above all, the signature campaign 
coincided with Lee’s own efforts to pro- 
ject his image as a reformer. Taking ad- 
vantage of Chiang’s last testament urg- 
ing continuation of democratisation, 
Lee — a 65-year-old technocrat and 
former professor of agriculture at 
Taiwan National University — has kept 
at bay his challengers: Yu; Judicial 
Yuan president Lin Yang-kang, 61; na- 
tional policy adviser Huang Shao-ku, 
87; former president Yen Chia-kan, 83; 
and secretary-general of the central 
standing committee Lee Huan, 70. 

Under the KMT constitution, the 
party chairman must be elected by a full 
session of the 150-member central com- 
mittee, though the rule was ignored 
when Chiang himself was chosen 
chairman by acclamation at an extra- 
ordinary meeting on 28 April 1975. 
Lee will face the full session on 7 July, 
but few expect him to be challenged. 

— Shim Jae Hoon 
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The 'Mr Clean' campaign 


Prem aims to boost image with corruption crackdown 


By Paisal Sricharatchanya in Bangkok 


Ac of anti-corruption actions 
initiated by the Thai Government, 
highlighted by the recent crackdown on 
influential rackets involving the forgery 
of royal decorations, underscores a seri- 
ous attempt by Prime Minister Prem 
Tinsulanond to project an image of de- 
cisiveness and honesty. Viewed against 
a number of recent opinion polls which 
showed a decline in the prime minister's 
popularity rating, the drive is aimed at 
reviving his public standing. It should 
also serve to deflate some of the politi- 
cal pressures on the government when 
parliament reconvenes its 1988 session 
in April. 

Perhaps of more importance to Prem 
in the longer run, the unprecedentedly 
large number of arrests and dismissals 
involving a long list of senior gov- 
ernment officials implicated in 
various malfeasance cases may 
well earn the prime minister a 
special place in Thai history. 
One analyst commented: “One of 
most significant political 
achievements since Prem took 
over the premiership in 1980 has 
been the pacification of internal 
security. Once a potent threat, the 
Communist Party of Thailand has 
now disintegrated. It is obvious 
Prem has now set his sight on 
cleaning up the [corrupt] bureau- 
cracy." 

An opinion poll conducted by 
Chulalongkorn University's So- 
cial Research Institute in mid- 
1987 put Bangkok Governor 
Chamlong Srimuang, a leader of 
the once influential "Young 
Turk" army officers and one-time 
secretary-general of Prem, as the 
most favoured choice for the pre- 
miership; Prem was rated low in the list 
of choices. A more recent survey by the 
same institute put Prem as both the 
most “liked” and “disliked” politician; 
it also categorised the prime minister as 
the public figure most frequently caus- 
ing “tension.” 

However, Prem’s popularity may 
have been enhanced by his recent ac- 
tions, for it is widely known that the 
faked-decorations crackdown could not 
have gone this far without his endorse- 
ment. After more than four months of 
investigation about 20 people, including 
high-ranking officials and senior monks, 
have been arrested for complicity. 

Topping the list of suspects were 
former deputy education minister 
Khunthong Phupiewduen; Phra Raja 
Panyakosol, a respected senior monk 
who was assistant abbot of the prestigi- 


Prem on tour: the most liked and disliked politician. — 


ous Wat Dhepsirindrawas; cabinet de- 
puty secretary-general Methee Borisut, 
his assistant Paibul Thongmit, who was 
also an adviser to Prem, and four other 
officials in the prime minister’s sec- 
retariat. All the officials were sus- 
pended from duty to enable the investi- 
gation to go ahead. 

At the height of the widely publi- 
cised scandal in late December, a sec- 
tion head in the cabinet secretariat’s 
publications division who was responsi- 
ble for keeping royal seals and the prime 
minister’s specimen signature commit- 
ted suicide, apparently for fear of being 
implicated. Investigation sources told 
the REVIEW another major series of ar- 
rests involving up to 25 additional sus- 
pects would be made soon, before the 
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case was wound up for court prosecu- 
tion. 

Royal decorations are normally 
granted to people who either make out- 
standing contributions to the country or 
give generous donations to temples and 
foundations for a public cause. Al- 
though the recipients’ chances of wear- 
ing them are rare — one occasion is the 
annual garden party hosted by the gov- 
ernment to celebrate King Bhumibol 
Adulyadej's birthday on 5 December — 
the honour has turned these decorations 
into a status symbol sought after by 
most businessmen. 

The police investigation pointed to 
at least two rackets which allegedly 
forged documents to certify temple don- 
ations that were never made. Through 
the Education Ministry, which super- 
vises religious affairs, the documents 
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= were in turn submitted to the prime 
minister's secretariat alongside requests 
for the appropriate type of decorations. 
According to national police chief Gen. 
Pao Sarasin, 332 out of a total of 753 
such requests in 1986 were found to be 
falsified, and these were backed by 
1,148 forged certificates purporting to 
show a total of Baht 1.4 billion 
(US$55.8 million) in donations. 
Another incident reflecting Prem's 
efforts to project a "Mr Clean" image 
was the unprecedented sacking in De- 
cember of two top Finance Ministry 
officials: Treasury Department chief 
Kraisri Chatikavanij and Customs De- 
partment deputy chief Chayuti Chi- | 
ralertpong. Under Prem's order, the 
two were suspended from duty last July 
and investigated for alleged complicity 
in tax evasion involving the import of a 
Toyota sports car while Kraisri was Cus- 
toms Department chief. The investiga- 
tion committee in the end found no con- 
clusive evidence to substantiate the | 
charges, but ruled to dismiss the two 
(though allowing them pensions) on 
grounds that their continued service 
"could be damaging to the state." 


K dismissal in particular was 
unexpected in light of his outstand- 
ing career. The episode has since left a 
sour note, as a series of press interviews 
by the embittered Kraisri, as well as ar- 
ticles by sympathetic columnists, sug- 
gested that the prime minister might 
have unwittingly fallen prey to top-level | 
infighting at the ministry, and de- 
moralised other capable officials in the 
process. There were also some private 
complaints that no action was taken 
against certain military men suspected 
of smuggling duty-free goods upon their 
return from overseas training. There | 
appears to be no selective political 
targeting in the overall campaign. 

Meanwhile, the outcome of a year- 
long investigation into another blatant, 
and more serious, case of car-import tax 
evasion is expected to capture news- 
paper headlines in the weeks ahead. 
This involves 505 Mercedes Benz vehi- | 
cles imported in 1986 which were falsely 
classified by the Police Registration Di- 
vision as low-tax vans rather than high- 
tax passenger cars. The result was an es- 
timated Baht 150 million loss in govern- 
ment tax revenue. 

Prem is said to have kept an eye on 
the case, and has ordered the findings to 
be submitted this month. An official 
source told the REVIEW five senior 
police officers, including two three-star 
generals, face dismissal for complicity in 
the deal. The suspected irregularities 
were made all the more obvious in early 
1987 when a Revenue Department warn- 
ing to amend the classification was ignor- 
ed. Given the action on Kraisri’s case, 
most observers believe the prime minis- 
ter would be obliged to mete out equally 
tough penalties against anyone fo und 
guilty in the Mercedes Benz case. ü 
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Pyongyang’s backfiring 
bomb diplomacy 


Rv number one for Korea-watchers: 
never take on trust anything either 
regime says about the other. Rule 
number two: never rule out the possibil- 
ity that what each regime claims about 
the other may nonetheless be true. 

Although one might hope or wish it 
otherwise, the balance of probability 
has to be that Kim Hyon Hui, who Seoul 
says is one of two North Korean agents 
responsible for the bombing of a South 
Korean jetliner in November 1987, is 
who and what she says she is. One 
reason is: what else could she be, if not a 
North Korean agent? But there is more: 
her undoubtedly northern accent and 
| the detailed plausibility of her tale 
(REVIEW, 28 Jan.). In a terrible way, it 
makes sense. 

What then does this incident prove? 
Minimally, that North Korea's secret 
service still thinks it is clever to blast 115 
Korean workers and Korean Air crew 
out of the sky. But who gave the order? 
Kim says it was "Dear Leader,” Kim II 
sung's son and heir-apparent Kim Jong | 
Il. Maybe so. Seoul also blamed Jong H 


personally for the Rangoon bombing of | 


October 1983 — which killed 17 mem- 


bers of a South Korean presidential |. 
delegation to Burma — though without |. 


public proof. 

The Dear Leader certainly had a 
hand in the less murderous but equally 
bizarre kidnapping of once prominent 
South Korean film actress Choe Un Hi 
and her former husband, Shin Sang Ok, 
who were lured to Hongkong and then 
abducted to Nampo in 1978. Having es- 
caped in Vienna in 1986 (REVIEW, 10 | 
Apr. '86), Shin filed suit against Kim 
Jong Il in an Austrian court. As well as 
| pictures to support his case, Shin claims 
to have a tape on which the Dear Leader | 
admits the kidnapping. 

Who else would have been in the 
know? In late September last year, even 
as the Korean Air bombing party must 
have been making its final preparations, 
a very different image of North Korea 
was being presented by its foreign and 
prime ministers to the distinguished US 
commentator, Selig Harrison (REVIEW, 
3 Dec. '87). “You will find us very flexi- 
ble,” a third senior official was quoted 
as saying, implying that Pyongyang's ac- 
tual negotiating stance on all kinds of 
thorny issues vis-à-vis Seoul and Wash- 


Aidan Foster-Carter is senior lecturer 
in sociology at the University of Leeds 
and director of the university's -— 
Project. 
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ington was much softer than the militant 
rhetoric of its official positions. 

In which case, one might well won- 
der, why do they persist in spewing out 
the rhetoric? More to the point: did 
Foreign Minister Kim Yong Nam, 
Prime Minister Li Gun Mo and the rest 
know, even as they smiled sweetly at 
Harrison, that two months later their 
government was going to bomb a civi- 
lian aircraft? There are three pos- 
sibilities: they did know and approved; 
they did know and disapproved but 
were powerless to prevent it, or they 
genuinely did not know. 

I believe any of these three might ` 
true, but I am inclined towards the s 
ond. It would be all too easy, but wrong, 
to conclude from this incident that no- 
thing has changed in Pyongyang. It ap- 
pears to take us right back to Rangoon 
(even geographically, by a morbid coin- 
cidence, as the Korean Air jet blew 
pen over the Andaman Sea). And it 





could easily reinforce the old South Ko- 
rean paranoia about a monolithic and 
determined Northern monster, in- 


| tent only on doing in the South 


Koreans. 

However, there is nothing at all 
monolithic about North Korea today, 
their own shrill rhetoric notwithstand 
ing. On the contrary, the endless calls 
for unity and "ideological mono- 
chromaticity" signal just the opposite. 
After more than 40 years in power, Kim 
Il Sung's regime is right out of steam, 
and ideas. Not only is it economically, 
but also politically — never mind mor- 
ally — bankrupt. The leadership simply 
does not know what to do about any- 
thing: about the economy, about 
foreign relations, about the Olympics 
and, above all, about South Korea. 

To assume a Machiavellian unity of 
purpose in Pyongyang — like that of the 
Irish Republican Army’s “Armalite and 
the ballot box" in Northern Ireland — 
as Seoul's SUSPICIOUS concept of a 

"peace offensive" does, ignores the fact 
that Pyongyang’s bombs completely 
undermine the dialogue. My own view 
is that they are meant to. In other 
words, some of the North Korean elite 
would rather be bombing, while others 
E rather be talking. 


emam nemen 


CUT SA FEBRUARY 1988 FAR EASTERN ECONOMIC REVIEW: 


For the paradox of Pyongyang is 
that, for all the emphasis on leaders 
great and dear, the ship of state has 
looked distinctly rudderless in recent 
years. The world’s most planned econ- 
omy, in 1985 and 1986, went two years 
without a plan. There are no public de- 
bates, but different slogans certainly 
point to contrary directions. 

I believe there is actually a power 
vacuum at the very top. Kim II Sung is 
semi-retired, but his massive presence 
still broods in real life as it does ubiquit- 
ously in concrete and marble. Kim Jong 
Il is said to run day-to-day affairs — or 
his circle does. But nobody is taking the 
big decisions. Serious economic reform? 
Consistent foreign policy? Everywhere, 
nettles remain ungrasped. Pyongyang is 
marking time. 

Meanwhile, the North’s moderates 
wait in the wings. They must do so with 
ever-increasing frustration and embar- 
rassment, especially now. Maybe, in the 

ll unexplained incident of 

im Il Sung’s rumoured death 
in November 1986, somebody 
did actually have a go at him. It 
would be understandable. For 
it increasingly looks as if no- 
thing will change while he lives 
— just as it is certain that 
everything will change after he 
dies. 

That is one reason why 
(even without hindsight after 
last November's bombing) 
Harrison was surely too op- 
timistic about the pace of ac- 
tual change in Pyongyang thus 
far. As the International 
Herald Tribune prudently 
commented, apropos a similar 
article by Harrison it pub- 
lished: “For all this rhetorical 
sweet reason, the West still 
waits for actions.” 

If and when Pyongyang 
_ ever gets serious about change, 
and the moderates get the 
upper hand, they will, first, pay their 
debts, or at least make a deal and stick 
to it. Last year, the endless backsliding 
and prevarication finally exhausted the 
creditors’ patience. That was stupid, be- 
cause North Korea desperately needs 
Western technology. 


t the very least, they could settle 

accounts with Japan. There is no in- 
trinsic reason why Pyongyang should 
not already be enjoying exactly the kind 
of burgeoning unofficial ties with Japan 
that Seoul has with China. North 
Korea’s detailed shopping lists have 
been in circulation for two or three 
years now. Why don’t they get on with 
it? Simply, it seems, for prickly poli- 
tical pride — and because they do not 
pay. 

Secondly, a seriously reforming 
North Korea will grasp the nettle of 
perestroika. No communist country 
today can avoid the need for economic 
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reform. Nearly all the rest, for instance, 
are reinstituting the family farm in one 
guise or another. Only in Pyongyang, as 
Harrison admitted, are they actually re- 
ducing farmers’ markets and talking 
seriously about moving on from 
cooperatives to fully nationalised ag- 
riculture. 

Actually there has been cautious 
economic reform in North Korea. On 
the model of East Germany's kom- 
binats, enterprises have been regrouped 
and there is some horizontal coordina- 
tion. In guarded and coded terms, re- 
form economists like Kim Kyong Ae 
have argued in official publications for 
shifting the balance of economic deci- 
sion-making away from the bureaucrats 
in Pyongyang and towards major enter- 
prises themselves. But as yet, peres- 
troika has been an uphill struggle in 
North Korea. 

Thirdly, must come glasnost. We 
shall know the new North Korea when 


a, 
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Grieving relatives at Seoul airport: senseless murder. 


the government starts publishing at 
least some figures, and when it starts ad- 
mitting at least some mistakes. The doc- 
trines of party and leader infallibility are 
not only a massive lie, but a terrible 
dead weight on change. How can you 
possibly improve on “the people’s 
paradise?” 

Still, yet again in his New Year’s ad- 
dress, for the umpteenth time, the 
Great Leader Kim Il Sung called on the 
masses to “completely? solve tasks 
(such as rural mechanisation) which of- 
ficial propaganda claims were already 
completed long ago. The fairy-tales have 
to stop. After all, nobody believes them 
— least of all ordinary North Ko- 
reans, who are not deceived that their 
lives are anything but drabness and 
drudgery. 

So must the bad-mouthing of South 
Korea. While Kim’s speech, as pub- 
lished in the Pyongyang Times, called 
for “stopping vilification against each 





other,” the next page carried part five of 
a series entitled “Traitor Roh Tae 
Woo.” This episode was pithily head- 
lined “Hooligan.” Even more brazenly, 
Kim spoke of reconciliation as meaning 
each side “must first throw away the 
daggers hidden in their breast pockets.” 
Or the bombs hidden in the luggage 
racks? 


bove all then, we shall know North 

Korea has really changed when 
they talk to the South — real dialogue, 
that is, face-to-face, government-to- 
government, not bringing in the US 
or any “tripartite” nonsense which is a 
patent ruse to underline Seoul’s alleged 
lackey status. 

It will not be tomorrow, especially 
not at the moment. But it will come, 
eventually, and it could be sooner than 
one might suppose. For remember the 
aftermath of Rangoon. Three things 
happened. First, several countries 
broke off relations with Pyong- 
yang in disgust. Secondly, the 
Soviet Union and China were 
angry — the latter in public via 
publication of Burmese ac- 
cusations against Pyongyang, 
as well as the North Korean 


denials. 
And, above all, there were 
internal political repercus- 


sions. Within three months, 
North Korea had a new pre- 
mier and a new foreign minis- 
ter. Within a year, there was 
flood aid to and dialogue with 
the South. The bomb had 
backfired. 

If any good is to come out of 
this latest senseless murder, it 
may be along similar lines. The 
second factor will be especially 
crucial. After all, the Soviet 
Union and China are now 
going to the Seoul Olympics. 
Any Pyongyang adventurism 
endangering their own athletes 
will provoke extreme wrath from the 
communist powers. North Korea liter- 
ally cannot afford that. 

For the ultimate lesson of the misera- 
ble bomb is that it spotlights how abso- 
lutely, now, Pyongyang stands alone. 
Was juche, or self-reliance, really meant 
to mean self-imposed isolation, a 
pariah status, an international outcast? 
And yet, with rare subtlety as well as 
magnanimity, Seoul is even now trying 
to avoid having Pyongyang feel cor- 
nered. After all, the North Koreans doa 
pretty good job of painting themselves 
into a corner all on their own. 

Forget the sabre-rattling talk of “re- 
taliation.” The really significant fact is 
that South Korea has not closed the 
door on Northern participation in the 
Olympics. Evidently in Seoul they are 
hoping that, after this latest outrage, 
Pyongyang moderates will finally have 
had enough and will acquire some 
backbone. 
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Ramachandran z Karunanidhi: mutual antipathy. 


INDIA 


The Dravidian factor 


MGR’s death throws southern politics in a flux 


By Salamat Ali in Madras 


he death of M. G. Ramachandran, 

the chief minister of Tamil Nadu, 
has unsettled the politics of this south 
Indian state. The  film-star-turned- 
politician who was popularly known as 
MGR rode to power on the back of the 
ethnic Dravidian movement, but be- 
came an ally of Prime Minister Rajiv 
Gandhi and supported New Delhi’s po- 
licy on Sri Lanka. Thus the repercus- 
sions of his death will also be felt in 
India's national and foreign policies. 

Waiting in the wings to recapture 
power in the state is the opposi- 
tion party, the Dravida Munnetra 
Kazhagam (DMK) led by M. Karu- 
nanidhi. MGR split with the DMK 
to form his All India Anna DMK or 
AIADMK in 1972 and became chief 
minister five years later. If the factional 
squabbling in the ruling party precipi- 
tates a snap election, the opposition 
DMK could well come back to power in 
the state. In that event, given the 
DMK's deep antagonism towards New 
Delhi and the Congress party, the lat- 
ter's political hopes in southern India 
could well be frustrated. 

DMK is a cadre-based party and its 
tight-knit organisation is considered as 
good as that of the communists and 
the rightwing Hindu fundamentalist 
groups. Although it lost the last state 
election in December 1984, its margin 
of defeat in almost all seats was less than 
3% of the votes polled. This perform- 
ance was all the more remarkable be- 
cause it was scored against a wave of 
“double sympathy" — MGR had been 
paralysed by a stroke and prime minis- 
ter Indira Gandhi had been assassinated 
a couple of months earlier. 

In a state where the electorate has 
traditionally responded more to charis- 
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matic personalities than to party plat- 
forms, Karunanidhi is now the only po- 
litical leader of any stature. Also, he is 
the foremost opponent of India's policy 
on the ethnic Tamil crisis in Sri Lanka, 
as well as the strongest exponent of the 
Dravidian political philosophy which 
has strong overtones of linguistic and 
racial chauvinism. 

In practice, the DMK's politics 
hinges on opposing the national lan- 
guage of Hindi and the dominance of 
upper castes among Hindus, especially 
in northern India. The anti-north senti- 
ments are usually expressed as the 
domineering Aryan north's insensitivity 
towards the Dravidian south. 

However, most of the Congress lead- 
ers and some political analysts in the 
state maintain that the Dravidian move- 
ment is dead. The movement was born 
as a reaction against the supremacy of 
the Tamil Brahmin caste. The pro- 
longed agitation against the upper 
castes and two decades of DMK and 
AIADMK rule have reduced the 
Brahmins to underdogs who no longer 
pose any social or political threat. 

To Ramaswamy Naicker, the spiri- 
tual mentor of the Dravidian move- 
ment, the corollary to opposing the 
priestly Brahmin caste was atheism. But 
the hold of religion is such that today 
most of the movements leaders 
routinely go to temples. Moreover, they 
have come to terms with the importance 
of Hindi in national life and are sending 
their children to elite private schools 
which teach Hindi, while the state-run 
schools Tamil Nadu continue to ban 
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Hindi. Analysts, including Congress 
leaders, also maintain that the decade of 
MGR's rule has brought the Tamil 
masses into the national mainstream 
and the anti-north sentiments have lost 
their sting. 

Such an appreciation of the political 
situation should propel the Congress to 
try to wrest control in Tamil Nadu. But 
the Congress has chosen to wait on the 
sidelines for the time being. For the past 
decade it relied on MGR to make elec- 
toral gains in the state, primarily by bar- 
gaining for a share of the state's seats in 
parliament. MGR's critics charge that 
initially he needed the Congress to de- 
feat the DMK, and later became vulner- 
able enough to concede to most of the 
Congress' demands. 

MGR hated Karunanidhi with an in- 
tensity that would have forced him to 
align with anyone who was against his 
arch foe. The antipathy was as much 
personal as political, and dates back to 
the 1960s when the late C. N. A 
nadurai was the party leader. MGR v 
already a popular film star before join- 
ing the party and Annadurai, himself a 
popular writer and orator, carefully 
built up MGR's movie image into a poli- 
tical asset. 

Ironically, rural electrification, 
which got a boost in the late 1950s and 
early 1960s when Congress leader K. 
Kamraj was the state’s chief minister, 
led to more movie houses in the rural 
areas and MGR's films that brought 
DMK propaganda to the state's coun- 
tryside. 

Annadurai built MGR into the 
mould of a Lone Ranger ready to rescue 
every underdog, showering bounties on 
the needy and putting down all tyrants 
and villains. His popularity on the 
screen became a political crowd-puller 
on the streets, and all over Tamil Nadu 
MGR fan clubs proliferated. After An- 
nadurai’s death in 1969, Karunanidhi 
succeeded him as chief minister and cor- 
rectly sensed the threat to his powe 
from the MGR fan clubs and ordere 
the actor to wind them up. Seeing it as 
an attempt to clip his wings, MGR re- 
volted and formed his own party. 


fter his success in the 1977 state elec- 
tions, MGR emerged as a political 
leader in his own right and showed an 
uncanny appreciation of policies which 
could bring him maximum popular sup- 
port. The AIADMK's ideology was 
called “Annaism,” after Annadurai, 
and described as a combination of 
capitalism, socialism and communism 
— a sort of populism also dubbed “the 
dole raj.” He built public lavatories; dis- 
tributed clothes to widows and found 
jobs for them. He provided free meals 
to poor schoolchildren who otherwise 
would have gone hungry and provided 
raincoats to all pedicab drivers in Mad- 
ras and elsewhere. 
Basically, his style was to give the 
needy more than they expected — he 
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often dug into his own pockets but al- 
ways made sure that his philanthrophy 
became widely known. Therefore, no 
charge of corruption against himself or 
his regime could ever stick. His fans ar- 
gued that he was taking from the rich to 
give to the poor — an action in line with 
the heroes he played in the films. 

His political inheritance is contested 
between two factions both headed by 
women. One faction is led by 38-year- 
old Jayalalitha Jayaram, a movie 
heroine who became the party prop- 
aganda chief and was close to MGR 
both on screen and off. A second faction 
is headed by MGR's widow, Janaki. 
Soon after MGR’s death, the senior 
most cabinet minister, V. R. Nedun- 
chezhian, was sworn in as acting chief 
minister. 

When Janaki’s followers paraded 97 
of the 131 AIADMK legislators before 
the state’s governor, she was allowed to 
form the government and prove her 

jority in the legislature when it is 

Qu While the show of strength 
between the two rivals was looming, the 
Jayalalitha group herded its 47 legis- 























ators together and took them out of the 
tate to prevent any defections to the 
opposite camp. On its part, the Janaki 
group, in order to encourage such de- 
fections, threatened the seven ministers 
in the rival camp with expulsion from 
the party and the legislature. 

Janaki needs the support of 112 of 
the 223 state legislators to prove her 
majority. She needs the backing of de- 
fectors from the Jayalalitha faction or 
from the 64 members the Congress 
party commands. More worrisome for 
both Congress and the AIADMK, how- 
ever, is the strategy of the DMK which 
has been patiently watching the poli- 
tical wrangle in the expectation that 
the two factions would destroy one 
another. 

On 19 January, DMK chief 
Karunanidhi predicted that the Janaki 
government would collapse, leading to 
direct central rule over the state and fol- 
lowed by fresh elections by the end of 
the year. Oo 
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Across the Palk Strait 


The new regime in Madras could affect policy on Sri Lanka 


Fo the first time since India’s in- 
dependence, the internal politics of 
one of its states — Tamil Nadu — has 
become inextricably entangled with the 
country’s foreign relations. One of the 
major concerns facing New Delhi is 
whether the tacit acceptance in Tamil 
Nadu of Indian military operations in 
Sri Lanka will continue amid the war of 
succession raging in the state after the 
death of chief minister M. G. 
Ramachandran. 

The ethnic Tamil conflict in Sri 
Lanka has been a matter of abiding con- 
cern in Tamil Nadu, where the people 
share linguistic and religious ties with 
their brethren on the island nation. In 
recent years, as the conflict escalated, a 
large number of refugees fled to Tamil 
Nadu, which had also given sanctuary to 
militant Sri Lankan groups. Under the 
July 1987 Indo-Sri Lankan peace ac- 
cord, Indian troops were sent to Sri 
Lanka to enforce peace 
in the Tamil regions 
there and became in- 
volved in clashes with 
armed militants. 

The charismatic Ra- 
machandran, popular- 
ly known as MGR, 
had managed to contain 
the disaffection in his 
state, in the wake of al- 
legations of the army’s 
excesses against Sri Lan- 


accepted that but for 
MGR’ sefforts New Delhi 
would have found it ex- 
tremely difficult to sell 
its Sri Lanka policy to 
Tamil Nadu. However, 
while supporting New 
Delhi’s policies, MGR continued to 
back the Liberation Tigers of Tamil 
Eelam (LTTE), the largest Sri Lankan 
militant group, much to the dismay of 
the Indian Government. Understanda- 
bly, New Delhi wants the next adminis- 
tration in Tamil Nadu to support its po- 
licy on Sri Lanka. 

A significant section of opinion 
among intellectuals and Congress lead- 
ers in Tamil Nadu favours a more ag- 
gressive espousal of the Sri Lanka po- 
licy. Cho Ramaswamy, editor of the 
Tughlak weekly and a widely read com- 
mentator on the state's politics, argues 
that opposition to the Sri Lanka policy is 
“a played-out card" in the state's elec- 
toral politics. K. Ramamurthy, a Con- 
gress MP from the state, also expressed 
similar views to the REVIEW. 

However, there is continuing con- 
cern in India over Tamil Nadu's feelings 
about Sri Lanka. In a message on the 
eve of Army Day in mid-January, Gen. 
K. Sundarji, India's chief of the army 


kan Tamils. It is widely | 


staff, called for a national consensus on 
the Indian army's operations in Sri 
Lanka. Regretting doubts and reserva- 
tions in quarters he did not identify, the 
general pointed out that these could af- 
fect the morale of his men. 

C. Aranganayagam, a leader of the 
Jayalalitha facion of the ruling 
AIADMK MGR’s party — and 
Tamil Nadu’s education minister until 
MGR’s death concedes that feelings ran 
high in the state over the reports of the 
Indian army’s killings in Jaffna, but he 
adds that this was primarily because the 
army was assigned a law-and-order role 
which should have been played by the 
police. According to him, public opin- 
ion in Tamil Nadu strongly favours a fair 
deal for fellow Tamils in Sri Lanka but 
does not like a division of that country. 
He does not believe that the Tamils in 
India could be alienated from the na- 
tional mainstream over this issue. 

But the rival faction controlled by 
MGR's widow, Janaki, and the opposi- 
tion DMK dismiss the Jayalalitha group 
as a “pet poodle” of New Delhi. Valam- 
puri John, an MP from Tamil Nadu and 
an influential leader of the Janaki fac- 
tion, told the REVIEW that the Indo-Sri 
Lankan accord was an ineffectual agree- 
ment for it lacked the participation of 
the two key elements to the ethnic con- 
flict: the majority Sinhalese and the 
minority Tamils or their representa- 
tives. On the feelings in Tamil Nadu, 
John said that the psyche of the Dravi- 
dians — the people who ethnically 
dominate in the south — was deeply 
wounded by the Indian army's actions, 
and the seeds of resentment could 
sprout at the next opportunity. 





T here was an upsurge of sympathy for 
the plight of Sri Lankan Tamils after 
the ethnic riots in Colombo in 1983, fol- 
lowing which large numbers of refugees 
moved across the Palk Strait into Tamil 
Nadu, as did all the armed separatist 
groups of Sri Lankan Tamils. Among 
the several militant groups, the 
Tamil Eelam Liberation Organisation 
(TELO) headed by Sri Sabharatnam 
was the principal beneficiary of New 
Delhi's patronage, including military 
training and supplies. However, the 
largest and the best organised of the 
groups was the LTTE, which was not ac- 
tively backed by the Indian Govern- 
ment. In early 1986, the LTTE killed 
Sabharatnam and nearly decimated the 
TELO leadership. After that, New 
Delhi began supporting other smaller 
guerilla groups also. 

Because the TELO was supported 
by Karunanidhi and was hostile to the 
LTTE, the latter was chosen by MGR 
for his patronage. As a result the LTTE 
acquired a special status in Tamil Nadu. 
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freely importing arms and building up 
weapons’ stockpiles. The LTTE also 
threw in its lot fully with MGR and his 
party. When the DMK workers col- 
lected some money on Karunanidhi’s 


birthday for distribution among the | 
| to secret 


militant groups, the LTTE refused to 
receive its share and instead bagged a 


gift from MGR which was five times as | 


big. This was taken as an affront to 
Karunanidhi and more so to the entire 
DMK organisation. 

MGR also persuaded New Delhi 


that because of its size the LTTE should | 
| Aou the LTTE has been en- 


not be totally ignored. In carrying out 


New Delhi’s instructions on the militant | 


groups, MGR went far beyond his brief 
in the local handling of the LTTE. How- 
ever, the central government did not 
consider it prudent to antagonise MGR 
over the issue of his special favours to 
the LTTE. 

When Sri Lankan President Junius 
Jayewardene made Colombo’s partici- 
pation in the 1986 Bangalore summit of 
the South Asian Association for Re- 
gional Cooperation conditional upon 
the disarming of Tamil militants shelter- 
ing in India, MGR helped New Delhi in 
seizing all the rebels’ weapons. But 
what has remained unpublicised is that 
he later returned all the seized arms, 
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The LTTE sticks to its guns 





including those belonging to other 
groups, to the LTTE. 

When MGR learned that the July 
1987 Indo-Sri Lankan peace accord was 


| nearing completion, he tipped off the 


LTTE which moved most of its arsenal 
hideouts in northern Sri 
Lanka. MGR also told the LTTE that 
all militant groups would be disarmed 
by the Indian Peace-Keeping Force, so 
they too hid their arms, which later had 
to be searched out by the Indian troops 
after a prolonged campaign. 


gaged in combat with Indian troops 
since October, MGR kept his close links 
with it. His statements on India’s Sri 
Lanka policy were deliberately vague 
enough to yield differing interpretations 
by the LTTE and New Delhi. Until 
MGR’s death, the LTTE’s speedboats 
used to shuttle be- 
tween Tamil Nadu 
and Jaffna's north- 
ern coast with im- 
punity almost every 
night. 

New Delhi might 
now try to break 
the LTTE's special 
links with the 





Tamil Nadu-regime. But the LTTE 
has learned to play politics with the 
major parties in the state and is 
striving to retain the close ties 
with MGR's successor and widow, 
Janaki, while -opening up their 
channels with the opposition DMK as 
well. 

Six months after Indian troops 
landed in Sri Lanka, the conflict has 
continued to fester with no sign of an 
early end to the military campaign. In 


| addition, the insurgency in southern Sri 


Lanka by Sinhalese extremists has frus- 
trated Colombo's plan to restore nor- 
malcy to the country. If the LTTE and 
the southern subversives combine their 
efforts, Colombo would be under great- 
er pressure and this would make a politi- 
cal solution almost impossible. The im- 
pact of these events will further unsettle 
Tamil Nadu's politics. — Salamat Ali 


AP 


Fx the past six months the Indian Peace-Keeping Force 
(IPKF) has been trying hard to restore normalcy to the 
strife-torn northern and eastern regions of Sri Lanka under 
an accord signed with Colombo in July last year. The Indian 
troops went in to protect the interests of the ethnic Tamil 
minority of Sri Lanka and have been locked in heavy 
clashes with the largest separatist group, the Liberation Ti- 
gers of Tamil Eelam (LTTE), which has not accepted the 
peace accord. 

But the murky politics of the Subcontinent is such that 
despite the heavy Indian casualties at the hands of the 
LTTE, the latter continues to be politically active in the 
south Indian state of Tamil Nadu, where it has sought shel- 
ter for the past several years. The LTTE headquarters in 
the Tamil Nadu capital of Madras, though surrounded by 
police and inaccessible to reporters, continues to func- 
tion. 

The LTTE, which had been heavily patronised by Tamil 
Nadu chief minister M. G. Ramachandran pularly call- 
ed MGR — adopted a low profile after his death on 24 De- 
cember last year. But soon after MGR's widow, Janaki, 
succeeded him in early January, the Madras headquarters 
of the LTTE issued a statement in the name of its political 
department denouncing Sri Lankan President Junius 
Jayewardene's government as a racist regime and the In- 
dian Government as its collaborator. 

Further, it described India as **a colonial power out to 
suppress the aspirations of the Tamils." The statement also 
threatened the Sri Lankan civil servants, who reported for 
duty in the Tamil regions of the country to help restore nor- 
malcy under Indian aegis, with “dire consequences" as they 
were deemed to be traitors to the Tamil cause. 

Through some local intermediaries, this correspondent 
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| r s 
Indian peace-keeping troops: representatives of the ‘colonial power.’ 


managed to get an interview with a spokesman of the LTTE 
in Madras. Identified only as Mr Rao, a common surname 
in Tamil Nadu, he explained his group’s views on the Sri 
Lankan situation: 

» There is ample popular support for the LTTE in the 
northern and eastern regions of Sri Lanka — the majority 
Tamil areas — contrary to the assertions of the IPKF. 


» The Indian strategy of choking off guerilla supply lines 


will not succeed, because the LTTE has other sources of re- 
plenishment. The arms caches seized by the IPKF are 
treated by the LTTE as normal losses in a war and the group 
has provided for such contingencies. 

» The LTTE is not a party to the Indo—Sri Lankan peace 
accord. The LTTE leaders were taken to New Delhi from 
Madras. for consultations only after the accord was 
finalised. In their consultation with Indian Prime Minister 
Rajiv Gandhi, they were shown the accord, but not even a 
copy of it was given to them. 

» The Northern and Eastern provinces are the traditional 
homeland of the Tamils in Sri Lanka and the LTTE will not 
surrender any part of this homeland. 

» The LTTE stands for Eelam — an independent Tamil 
homeland — as well as peace. For the sake of peace the 


LTTE can accept an interim settlement short of Eelam. But 


after such a settlement, it will continue to struggle for its 
own state, though peacefully. — Salamat Ali 
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Let bygones be bygones 


ngti’s state visit marks new era in PNG-Indonesia ties 


By Michael Vatikiotis in Jakarta 


he state visit to Jakarta by Papua 

New Guinea (PNG) Prime Minister 
Paias Wingti on 18-21 January has been 
hailed as the beginning of an era of 
mutual trust in bilateral relations. But 
coming shortly after at least two inci- 
dents of alleged Indonesian interfer- 
ence in PNG affairs, diplomats have ex- 
pressed surprise at the timing of the visit 
and the apparent warmth between the 
two neighbours. 

Sources said Wingti had been plan- 
ning the visit — the first by a PNG prime 
minister since 1980 — at the height of 
the so-called Ted Diro affair last 
November. Former PNG foreign 
minister Diro alleged he received 
US$140,000 from Indonesian armed 
forces chief Gen. Benny Murdani to 
help his political party. Murdani denied 
the charge, and it was pointed out that 
Diro, though known for his close links 

ith Indonesian officials, was on trial 
accused of perjury at the time the al- 
legations were made. 

Following the dismissal of Diro as 
foreign minister for saying that it was 
common practice for all politicians in 
PNG to accept money from “outside,” 
the Wingti government was then con- 
fronted with a further suggestion of 
Indonesian interference. In mid-De- 
cember, the commander of the PNG de- 
fence force, Brig.-Gen. Tony Huai, was 
sacked for his alleged leaking of details 
of bilateral defence negotiations con- 
tained in the joint declaration of princi- 
ples signed with Australia to the 
Indonesian military (REVIEW, 31 
Dec. '87). 

Western diplomats in Jakarta said 
the Indonesians were angered to dis- 
cover the existence of a clause in the 
joint declaration which states: "In the 
event of external armed attack . . . " the 
two governments would “consult.” 
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This, the Indonesians believe, implies 
that Indonesia is the main external 
threat. 

Huai reportedly told the Indonesians 
that the clause was inserted at Austra- 
lia's behest. Confronted with this by In- 
donesia, the Australians found them- 
selves in the embarrassing position of 
having to tell Jakarta that PNG had in- 
sisted on the clause. 

Against this background, diplomats 
agree that Wingti's visit went well. The 
37-year-old prime minister was ac- 
corded a 19-gun salute on his arrival 
and, at a state banquet in Merdeka 
Palace, Indonesian President Suharto 
said in his speech that Jakarta had no in- 
tention of "disturbing" neighbouring 
countries like PNG. Both countries ap- 
pear to have viewed the visit as the ce- 
menting of the Treaty of Mutual Re- 
spect and Cooperation signed in Oc- 
tober 1986. Both sides have other 
reasons for being so friendly. 

Quite apart from the Wingti govern- 
ment's declared policy of improving re- 
lations with its neighbours, PNG is hav- 
ing to face a 3% cut in Australian aid 
which is forcing the country to lessen its 
dependence on Australia. During his 
visit, Wingti urged his hosts to improve 
trade links and technical cooperation 
between the two countries. 


t present the level of bilateral trade is 
barely measurable. Indonesia sent 
two trade delegations to Port Moresby 
last year, but nothing concrete has 
emerged. Wingti suggested setting up a 
working committee on trade similar in 
structure to the existing joint border 
commission in order to “hasten the pro- 
cess." 
A senior Indonesian Foreign Minis- 
try official told the REVIEW that recip- 
rocal trade has been slow in developing 





because both countries are basically ex- 
porters of the same primary com- 
modities. But it seems clear that In- 
donesia could export consumer goods 
from Java if the government concen- 
trated less on trying to stimulate trade 
between Irian Jaya and PNG. 

With the issue of Papuan refugees 
from Irian crossing the PNG bor- 
der considered less of a problem by both 
sides, Indonesia wants to encourage 
links between its far-flung province and 
PNG. But recent reports suggest that 
Irian Jaya is still posing problems for 
Jakarta. In the past four months, mild 
disturbances have been reported in 
Merauke and Wamena involving lo- 
cal Melanesian inhabitants protesting 
against the authorities. 

For its part, Indonesia is keen to 
develop bilateral relations with its 
Melanesian neighbour as a step towards 
strengthening ties within the South 
Pacific region. Last year saw a great 
deal of Indonesian diplomatic activity in 
the South Pacific. There were two In- 
donesian missions sent around the re- 
gion, and steps were taken to establish 
diplomatic ties with the new military 
government in Fiji. 

It is unclear just how far Indonesia is 
willing to play a bridging role on behalf 
of Port Moresby in PNG's reported ef- 
forts to seek membership of Asean. But 
Indonesia was instrumental in altering 
the Treaty of Amity and Cooperation, 
of which all Asean nations are sig- 
natories, at the Asean summit in De- 
cember 1987. The treaty is now no 
longer limited to Southeast Asian coun- 
tries and, as Indonesian Foreign Minis- 
ter Mochtar Kusumaatmadja has said, 
PNG is said to have “signalled its desire 
to sign the treaty." 

Wingti's visit may have signalled an 
apparent change in Indonesia's tradi- 
tionally paternalistic attitude towards 
PNG. But the background of recent al- 
leged interference in PNG affairs by the 
Indonesian military leaves observers 
wondering how much the mutual suspi- 
cion with which Australia and Indonesia 
continue to regard each other will con- 
tinue to influence Jakarta's perception 
of Port Moresby. 


HONGKONG 


No vote on voting 


London MPs debate direct elections without result 


By Emily Lau in Hongkong 


Meesi of the British Parliament 
have failed to persuade the Conser- 
vative government to introduce an ele- 
ment of direct elections to Hongkong’s 
Legislative Council (Legco) later this 
year — though the move was supported 
by the opposition Labour and Liberal 
parties and and even some Conservative 
members, including former prime 
minister Edward Heath. 

But in keeping with an agreement 
that the opposition would adhere to a 
bi-partisan approach on Hongkong, no 
vote was called for at the end of the de- 
bate in the House of Commons on 20 
January. MPs agreed political develop- 
ments must be compatible with the 
Basic Law, the mini-constitution for the 
future Hongkong Special Administra- 
tive Region (SAR) currently being 
drafted by Peking. 

The debate, held only three weeks 
before the publication of the Hongkong 
Government’s white paper on represen- 
tative government in Hongkong on 10 
February, was widely seen as parlia- 
ment’s last chance to influence political 
changes in Hongkong before the prom- 
ulgation of the Basic Law in 1990. By 
failing to take decisive action to alter 
Hongkong’s colonial government struc- 
ture less than 10 years before the 
changeover to Chinese sovereignty in 
1997, parliament virtually abandoned 
further responsibility for Britain’s most 
important remaining colony. 

Heath told members that “unless ac- 
tion is taken quickly now” Britain would 
be unable to hand over any form of ex- 
perienced representative government in 
1997. Labour MP John Morris said it 
was difficult to see how a respresenta- 


tive legislature could be established well 
before 1997 if a start was not made this 
year. 

Most of the speakers were well in- 
formed, Hongkong observers noted. 
However, the debate reflected no sense 
of urgency, no emotion and no convic- 
tion. To some Hongkong observers, it 
was a half-hearted attempt and was too 
little, too late. The conservative Daily 
Mail expressed surprise at the MPs’ 
“complacent optimism” and wondered: 
“Would no one have expressed doubt or 
fear” if China were to take over Britain 
instead of Hongkong in nine years’ 
time. 

But the debate, attended by more 
than 40 MPs — though a small per- 
centage of the 650 members of the 
House of Commons, a record for a 
Hongkong debate — succeeded in re- 
kindling parliamentary interest in 
Hongkong, which is 
important in moni- 
toring the im- 
plementation of 
the joint declara- 
tion. 

Continuing parlia- 
mentary attention on 
Hongkong is vital be- 
cause it is seen as the 
most effective chan- 
nel of influencing Pe- 
king, which has 
shown itself to be un- 
receptive to the views 
of Hongkong people. 
The debate also put 
pressure on Hong- 
kong officials to 
include a timetable 
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All the party’s men and women 


Peking nominates 19 to National People’s Congress 


aving successfully thwarted the in- 

troduction of direct elections to 
Hongkong’s Legislative Council in 
1988, the Chinese Government has 
now indicated what kind of Hongkong 
people it thinks should represent the 
territory in its own legislature, the Na- 
tional People’s Congress (NPC). 

Of the 19 people nominated in mid- 
January, seven are new faces. Although 
they were not all from the leftwing 
camp, as had been the case in the past, 
they were mostly pro-Peking, politically 
conservative and did not include anyone 
elected to Hongkong’s various govern- 
ment bodies. 
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Some are hardly known to the pub- 
lic, but many others were drawn from 
the Basic Law Drafting Committee 
(BLDC) and Basic Law Consultative 
Committee (BLCC), two bodies ap- 
pointed by Peking. One surprise was the 
nomination of pro-Peking lawyer Liu 
Yiu-chu, a BLDC member once de- 
scribed by an official of the Hongkong 
branch of Xinhua newsagency as “an 
unguided missile” because of what some 
view as her unpredictable tempera- 
ment. Another nominee is popular TV 
actress Lisa Wang, who replaces left- 
wing actress Shi Hui, an NPC delegate 
since 1975. NPC nominee Zee Sze- 





Heath: support for elections. 


for direct elections in the white pa- 
per, which is to be approved by Lon- 
don. 

Interest in London over Hongkong 
was stirred up largely by two delega- 
tions of pro-democrats led by Legco 
member Martin Lee which received at- 
tention from MPs and the media. While 
some MPs felt there was little Britain 
could do for Hongkong without arous- 
ing the wrath of Peking, some were 
genuinely concerned and felt Britain 
had a moral responsibility for the future 
of Hongkong. 

But during the debate Foreign Sec- 
retary Sir Geoffrey Howe castigated 
claims that Britain sought good rela- 
tions with China at the expense of the 
interests of Hongkong as “a grotesque 
distortion.” He said the most important 
question was how to secure the firmest 
possible foundation for the future sta- 
bility and prosperity of Hongkong. “It 
certainly cannot be founded on confron- 
tation between Britain and China,” ^^ 
said. 


H owe said it was not in the interests 
of the people of Hongkong for deci- 
sions to be taken that are not “in line 
with the destination commended by the 
People's Republic of 
China." Therefore 
“it would not be wise 
to take action in con- 
flict with the new 
constitution.” 

He also refuted 
charges of bad faith 
and broken promises 
on the introduction 
of direct elections 
this year. However, 
he was contradicted 
by the influen- 
tial Financial Times, 
which pointed out 


m! that Britain had 
re privately indicated 
€ clearly and re 


peatedly after th 


yong, a BLCC member and a Hong- 
kong University academic, actively es- 
pouses the Peking line on all issues. 

Other lesser known candidates are 
Robin Chan, managing director of the 
Commercial Bank of Hongkong, and 
businessman Wong Kwong-hon, a 
BLCC member. 

More typical of the nominees are 
pro-Peking business tycoon Henry Fok, 
a BLDC member and a standing com- 
mittee member of the Chinese People’s 
Political Consultative Conference 
(CPPCC) — China’s chief United 
Front body. Another typical nomin- 
ee is the chairman of the commu- 
nist-controlled Hongkong Federa- 
tion of Trade Unions (FTU), Cheng 
Yiu-tong, a BLCC executive commit- 
tee member. Cheng replaces FTU pre- 
sident Yeung Kwong, who has 
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signing of the joint declaration in 1984 
that it wanted some Legco members to 
be directly elected by 1988. 

Howe hinted that a small percentage 
of direct elections could be introduced 
in 1991, the date approved by China, 
but warned there would only be “a mod- 
est proportion — certainly not going all 
the way.” 

Labour shadow foreign secretary 
Gerald Kaufman called for an early 
start to direct elections and said the en- 
tire Legco should eventually be directly 
elected. It is understood that the stipu- 
lation in the joint declaration that the 
SAR legislature should be “constituted 
by elections” was put in mainly to win 
Labour’s support for the accord, at 
which time it also agreed on the bi-parti- 
san approach on Hongkong. 

Condescending and patronising re- 
marks by some MPs incensed some 
Hongkong observers and even other 
MPs. Conservative MP Sir Peter Blaker 

iid some of the loss in confidence in the 

iture by the people of Hongkong might 
be “due to the activities of the delega- 
tion of democracy, who are stirring up 
fear.” Fellow Conservative MP Robert 
Hughes described Blaker’s remark as 
“shameful.” 

Another member of the ruling party, 
MP Hal Miller, warned against under- 
mining the prosperity and stability of 
Hongkong by introducing “unknown 
quantities and possibilities” such as “the 
formation of political parties and an op- 
position,” while Robert Adley, another 
Conservative, said Hongkong’s “pros- 
perity and stability are based firmly and 
simply on autocracy, not on demo- 
cracy." 

Labour MP Andrew Faulds, the only 
Labour MP who spoke against direct 
elections in 1988, astounded some lis- 
teners when he declared that the 
Chinese “have totally different cultural 
and social traditions" in which “the con- 
. cept of democracy is at variance with 
their political thought over many cen- 
' turies of Chinese life." 



































































been a NPC delegate since 1975. 

Old guard members renominated to 
the NPC include: Xu Jiatun, director of 
Xinhua $ Hongkong branch and a 
BLDC vice-chairman; Zhang Jianhua 
of China Resources Co., Peking's 
largest official trading house in Hong- 
kong; Fei Yimin, the elderly publisher 
of the local pro-Pekigg newspaper 7a 
Kung Pao and a BLDC vice-chairman; 
Fong Shan-kwei and Chen Hung, from 
the Bank of China, Hongkong branch, 
and Li Liansheng of the leftist Graziers' 
Union and a BLCC member. 

An article in the local communist 
daily Wen Wei Po said the new blood in- 
dicated that NPC delegates are no 
longer being drawn exclusively from the 
pro-Peking camp. In the past, such peo- 
ple could only have been nominated to 
the CPPCC. — Emily Lau 





FAR EASTERN ECONOMIC REVIFW a A FERRIIARY 1988 


Informations by 


BLANCPAIN SA - CH-1348 Le Brassus - Switzerland 


Ix 459 420 Tél. 01041-21 85 40 92 


€) Besant Jewellery Co. Ld. 


d 


EMPEROR WATCH & 
JEWELLERY CO., LTD. 


MORE THAN 107000 HOURS 
TO DEVELOP 
THIS MASTERPIECE 





IB 


1735 


BLANCPAIN 








A work of art which, when desired, 
chimes the hour, quarter hour and 
minute. Only a few such watches, each 
individually numbered and signed, leave 
our workshops each year. 


Since 1735 there has never been a quartz 
Blancpain watch. And there never will be. 


cS KUNG BROTHERS QD ELDORADO waren co ure 


a 
| ww, SUNNY WATCH & JEWELLERY CO, LTD. 
Q- [WATCH CO. L0. GAM Carloon Watch Co.. Ltd. 


27 


NORTH KOREA 


Containing the culprit 


Sabotage spurs new efforts to isolate and penalise Pyongyang 


By John McBeth in Seoul 


senior Western diplomat says 

North Korea “would have gone 
after plane after plane, blowing them 
up” if international investigators had 
not managed to establish a firm link be- 
tween Pyongyang and the mid-air sabot- 
age of a Korean Air (KAL) jetliner over 
the Andaman Sea. The diplomat, a 
North Asian specialist who was ap- 
parently drawing on privileged informa- 
tion, said that apart from other bomb- 
ings, there was the likelihood of “par- 
cels exploding . . . [and] a major attempt 
at destabilisation." 

He made it clear, however, that 
there may now be *a new ball game" 
and that much depends on the strength 
of international reaction to the 29 
November bombing, which claimed the 
lives of 115 people — mostly South Ko- 
rean construction workers returning 
from the Middle East. 

"Whatever it takes to deter these 
people [the North Koreans] must be set 
in motion," he said in an interview. “If 
the Western world equivocates, then 
they will try it again." Although most 
nations appear to feel Pyongyang was 
responsible, they are instinctively more 
cautious than the US, Britain and the 
Netherlands, which specifically con- 
demned North Korea. 

West Germany and Australia, 
among others, preferred to reserve 





The brat behind the bombs? 


Kim Jong Il’s antics provoke the West and irritate allies 


yongyang’s television images are 

unconsciously revealing. While 
North Korean leader Kim Il Sung 
finishes his speech and regimented 
ranks of uniformly suited bureaucrats 
stand and applaud in stony-faced 
unison, the pudgy figure in dove-grey, 
Cuban-heeled boots and crumpled 
bushjacket sprawls in a chair, his un- 
kempt hair matching his insolent man- 
ner. 

For North Korea-watchers, that 
speaks volumes about the Great 
Leader's 45-year-old son and heir-de- 
signate, Kim Jong Il. “You can easily 
see the difference between him and the 
other Koreans," said a senior Western 
diplomat. “His attitude, the look on his 
face, his clothing, the way he wears his 
hair. This is a spoiled brat, a real unique 
individual." 

This is the man, claim South Korean 
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judgment on who was to blame. “It is 
not easy for foreign governments to 
commit themselves when they don't 
have all the information at their finger- 
tips," remarked one European envoy. 
Another disagreed: *I don't think that is 
valid. It is fairly obvious the North Ko- 
reans were involved." 

The Americans say they came to a 
firm conclusion that North Korea was 
behind the bombing after what one 
high-ranking source described as “con- 
siderable independent checking," in- 
cluding a private session with self-con- 
fessed saboteur Kim Hyon Hui. “I don't 
see her dissembling on this issue," he 
said. “The burden of evidence is on 
those who doubt it.” 

As part of US counter-mea- 
sures, North Korea now joins 
Iran, Libya, Syria, South 
Yemen and Cuba on Washing- 
ton’s list of countries accused of 
engaging in state-sponsored 
terrorism. The classification 
means that the US will vote 
against the provision of loans to 
Pyongyang by international 
financial organisations and 
tighten already restrictive trade 
measures. It has also rescinded 
a directive — made last year at 
China’s behest — authorising 
its diplomats to engage their 


and US intelligence agencies, 
who was behind the 1983 Ran- 
goon mausoleum bombing in 
which 17 members of President 
Chun Doo Hwan’s delegation were kill- 
ed. This is the man too, they believe, 
who directed the bombing of Korean 
Air (KAL) flight 858, which took 115 
people to their deaths. 

The oath that self-confessed bomber 
Kim Hyon Hui says she took before a 
portrait of Kim Jong Il is considered to 
be entirely consistent with the persona- 
lity cult that has been erected around 
him since he took over full control of 
domestic affairs in the early 1980s. But 
as the diplomat pointed out: “Who 
knows whether he ordered it or not? 
There is no way of knowing, but every- 
thing she has told us has checked out.” 

To pass off Rangoon and the KAL 
sabotage as maverick operations may be 


Kim Jong Il: ma verick or scapegoat? 


North Korean counterparts in cocktail 
chit-chat. Pyongyang has responded in 
kind. 

Japan, for its part, has imposed sanc- 
tions much harsher than those put into 
effect following the 1983 Rangoon 
bombing incident, in which the death 
toll included several South Korean 
cabinet ministers. Apart from limiting 
diplomatic contacts, Tokyo will restrict 
bilateral exchanges, ban all flights be- 
tween the two countries, and restrict 
shipcrews' shore leave. 

Japanese anger apparently stems 
largely from the fact that forged Japan- 
ese passports were used by Kim and her 
companion on their mission of death. 
But Tokyo is also perturbed at recent 
reports that a number of Japanese na- 
tionals who have disappeared from its 
western beaches may have been ab- 
ducted by Pyongyang to be used as lan- 
guage and cultural instructors for North 
Korean infiltration agents. 

How to deal with the intransiger - 
North Korean regime worries even 





a moot point. “I would think there are 
people in North Korea who would think 
this was an awful idea, but it was not just 
a couple of cranks up there," the dip- 
lomat said. “My sense is the operation 
was carried out by North Korea and that 
there is no question their embassies 
were involved, their people were 
trained for years with this purpose in 
mind and the whole network was in- 
voked to support them. This means the 
North Korean Government, the party 
and the entire intelligence apparatus 
were involved." 

Neither China nor the Soviet Union 
can afford to allow their relations with 
Pyongyang to come unstuck. Apart 
from important historical ties and a cer- 
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one. The feeling in Washington is 
that there must be a cost to everything it 
does. Analysts say the strengthened 
military presence in response to the 
1976 axe murders of two US officers 
near the Panmunjom truce village had a 
big impression on the North. | 

The damaging diplomatic fallout 
from the Rangoon bombing had an im- 
pact as well, given indications that it 
also persuaded the Soviet Union to 
make a careful review of its military sup- 
port policy and change the rules on how 
arms sales were carried out. The senior 
diplomat says there have been signs that 
more and faster Soviet weapons ship- 
ments during the past year, were predi- 
cated on Pyongyang turning away from 
terrorist acts. 


he latest incident, he believes, could 

again cause a re-think in Moscow, 
particularly in view of the embarrass- 
ment it would feel if there were open 

ireats to an Olympic movement of 
hich it is a member. 

Pyongyang has clearly found it hard 
to ignore the fact that the decision by 
the two communist superpowers to 
come to the Seoul games in September 
is symbolically important — and, in the 
view of some observers, this may have 
been the prime motivating factor be- 
hind the sabotage of KAL flight 858. 

While Moscow and Peking will not 
relinquish or downgrade their links with 
North Korea, the diplomat believes the 
cross-recognition formula — the entry 
of both Koreas into the UN, and the 
cross-recognition of each other and 
of both by the US, Japan, China and 
the Soviet Union — will eventually fall 
by the wayside. However, he said that 


tain respect for the continuity of Kim Il 
Sung's leadership, they must also take 
into consideration the fact that North 
Korea and its effective military machine 
is a real factor in Northeast Asia. 

Both countries were supremely em- 
barrassed, however, by the Rangoon 
bombing, and their generally even- 
handed approach to the KAL disaster 
indicates they may be so again. It is also 
understood that Kim Jong Il is far from 
popular with Chinese and Soviet leaders 
who look askance at his bizarre be- 
haviour and what has been derisively 
referred to as “hereditary socialism.” 

Although there has been no evi- 
dence of a real power struggle, con- 
sistent reports suggest that less hardline 
figures in the North Korean leadership 
— many of them second-generation 
party officials in their 50s and 60s — are 
equally unhappy over the younger 
Kim's succession and the military and 
economic policies he has been pursuing. 

But the diplomat says the situation 
cannot be compared with China in the 
1960s. And while China's Gang of Four 
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despite continuing opposition in more 
hardline quarters, “some very powerful 
people in China” are pushing for im- 
proved relations with South Korea, re- 
lations that are likely to go far beyond 
purely economic ties. 

Japan, he explained, represents too 
much of threat to be considered a reli- 
able and trusted economic partner, and 
the Americans do not know how to 
do business with the Chinese. South 
Korea, on the other hand, has turned it- 
self into a powerhouse in the space of 
only 20 years in a way that has captured 
the imagination of Peking’s economic 
planners. “China is fascinated with what 
has been going on here,” he said. “They 
are Salivating.” 

The Soviet Union may not be nearly 
as enthusiastic, but it too has been 
showing an obvious interest by using 
Hungary and East Germany as stalking 
horses in the growth of two-way trade. 
The envoy noted that cross-recognition 
is now generally considered to be un- 
realistic given that there are currently 68 
countries which diplomatically recog- 
nise both South and North Korea. 

“My sense is that North Korea is 
fighting an isolated holding action [but] 
there are cracks appearing all over the 
place,” he said. “The momentum is 
there. And it is driving them [the North 
Koreans] up the wall.” Just how far may 
be seen in a 22 January commentary in 
the ruling Workers’ Party daily Rodong 
Sinmun which warned that another war 
could break out on the peninsula if the 
two Koreas fail to resolve “pending is- 
sues.” The US and South Korea, it said, 
were unwilling to “throw away the 
daggers concealed in their breast poc- 
kets.” Oo 





disappeared only a month after chair- 
man Mao Zedong’s death, he believes 
the passing of Kim Il Sung probably will 
not bring about the same dramatic 
changes. 

Kim Jong ll is expected to take much 
longer to dislodge because of the 
number of loyal functionaries he has in 
high places. Among them: chief of gen- 
eral staff Oh Gyuk Ryol and fellow 
politburo member Kim Hwan, both 
classmates of his at Pyongyang's Mang- 
yondae Revolutionary School; deputy 
chief of staff Kim Gwang Hwan; and a 
brace of generals who were promoted in 
1985 to four-star status. 

What intrigues observers for now, 
however, is Kim Jong IPs relationship 
with his father and to what extent Kim Il 
Sung is involved in day-to-day deci- 
sions. Has he, as some believe, become 
a Mao-like figure whose touch with re- 
ality may be slipping, or is Kim Jong Il 
merely a convenient scapegoat for 
Western intelligence agencies? As with 
many things in North Korea, there are 
no answers. — John McBeth 





Carlucci: closer military lies. 


DEFENCE 
Tightening 
the knot 


Japan and the US tinker with 
military cooperation pacts 


By Nigel Holloway in Tokyo 


M ilitary cooperation between Japan 
and the US has been tightened a 
notch after the first Washington visit of 
the new director-general of the Japan 
Defence Agency (JDA), Tsutomu 
Kawara. Although no dramatic initia- 
tives were taken at his meeting with the 
recently appointed US Defence Secret- 
ary, Frank Carlucci, military affairs are 
clearly one of the brightest aspects of 
a bilateral relationship clouded by 
deepening differences over economic is- 
sues. 

The more prominent decisions will 
bear fruit slowly, though they indicate 
the trend towards much closer military 
cooperation between the two countries. 
The first of these was to agree to study 
jointly their response to an attack on 
Japan, as envisaged under article five of 
their 1960 security pact. The two sides 
looked at the matter broadly in 1978, 
but this time they will consider how the 
US can reinforce quickly its sizeable 
forces of 60,000 servicemen and 190 air- 
craft already stationed in Japan. 

Foreign Ministry officials in Tokyo 
point to the great distances US forces 
would have to travel from their own ter- 
ritory in the event of an attack on Japan. 
But they would not comment on whether 
this would require the creation of a spe- 
cial US rapid deployment force for 
Japan. This question will be left to the 
joint study, along with the issue of whe- 
ther the US should stockpile heavy arms 
on Japanese soil. 

The two defence ministers also 









agreed to the joint development of 
sophisticated conventional weapons in 
addition to the work that will be done by 
the two countries to bring a new Japanese 
attack aircraft into service by the 
early 1990s. A decision on the aircraft, 
codenamed FSX, was made in October 
1987 after US congressmen in Wash- 
ington warned of trade reprisals if 
Japan did not opt to buy a US fighter — 
originally, a wholly Japanese-designed 
model had been considered (REVIEW, 
15 Oct. '87). The choice of the General 
Dynamics F16 as the base model si- 
lenced US critics, but the exact method 
of cooperation has still not been resolv- 
ed, Foreign Ministry sources said. 


















J apan would like to finalise the FSX 
programme by April, the start of 
Japan's financial year and the time at 
which the JDA can begin spending the 
expected budget appropriation for the 
aircraft's development. This timing will 
not be easy to meet. About ¥900 billion 
(US$7.1 billion) is at stake in the project 
as well as the question of the size of the 
technological contribution the FSX will 
make to Japan's growing defence indus- 
try. The project will also set a precedent 
for further technical cooperation in de- 
veloping new weapons. 

The US would like access to a wide 
range of Japanese technologies with 
military applications and in which Japan 
is reckoned to have an edge, but the 
commercial rivalry between the two 
countries will slow progress on coopera- 
tion. This can be seen in the bilateral 
discussions on how to implement a 
clause of a 1956 US-Japan agreement on 
the protection of military secrets. This 
stipulates that if a company is refused a 
patent in one country on the ground of 
national security and is told to keep it 
secret, officials in the other country can- 
not grant the same company a patent for 
the same technology. In this way, Japan 
and the US can try to prevent the know- 
how falling into the wrong hands. 

Although the patent clause is more 
than 30 years old, it has not been used. 
The agreement should be a simple tech- 
nical matter of coordinating patent pro- 
cedures, but in reality it is in danger of 
getting caught in the trade rivalry be- 
tween the US and Japan. Commercial 
companies fear that technologies with 
civilian applications could fall foul of 
this ruling, particularly since military 
and commercial knowhow increasingly 
overlaps. 

In addition, Japan has no all-encom- 
passing legislation to protect official 
secrets and the subject is generally re- 
garded as taboo — cooperation to keep 
secrets may be seen as the thin end of 
the wedge. The two countries have been 
discussing the finer points of coopera- 
tion over patents for about a year. 
Foreign Ministry officials deny that the 
US is delaying a detailed agreement 
over FSX development until the patents 
issue is sorted out. R) 
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Sihanouk and Hun Sen meet in Paris: on the road to agreement. 


Sihanouk —Act II 


Talks with Hun Sen resume, with hopeful words 


By Michael Field in Paris 


second, two-day session of talks 

between Prince Norodom 
Sihanouk, president — officially “on 
leave” — of Cambodia’s tri-partite anti- 
Vietnamese coalition government, and 
Hun Sen, premier of the Hanoi-backed 
Heng Samrin regime, was held on 20- 
21 January west of Paris. 

Privately, Sihanouk regarded the 
talks as “real negotiations aimed at try- 
ing to solve the tragic problem of Kam- 
puchea.” There was no spectacular re- 
sult from this latest round of talks, 
which followed a meeting between the 
two rival leaders in France six weeks 
earlier, but for the first time Sihanouk 
was unambiguous about his willingness 
to join forces with Hun Sen, with or 
without the other two members of the 
anti-Hanoi coalition — the communist 
Khmer Rouge, led by Khieu Samphan, 
and the non-communist Khmer Peo- 
ple's National Liberation Front, led 
by Son Sann. “I shall not ask the others 
to take part. It's up to them to join us if 
they want," Sihanouk said. 

No joint communique was signed 
after the latest round of talks. Hun Sen 
must still consult his government and, 
presumably, its Vietnamese backers. 
Yet both leaders seemed satisfied that 
they were on the road to an agreement. 

The atmosphere of the talks, held in 
Sihanouk's hotel suite, was conveyed in 
briefings by Prince Ranariddh, a son of 
Sihanouk and his official representative 
in the coalition government while he is 
on leave. As voluble a spokesman as his 
father, the younger prince recounted 
how Sihanouk had reacted to Hun Sen's 
demand that the Khmer Rouge guerilla 
force be liquidated. *With 140,000 Viet- 


namese troops to help you, you have not 
managed in nine years to eliminate 
them. How do you suggest I do it?" 

The talks, both sides have agreed, 
will continue in April in Pyongyang. 
After that there is to be another session 
in France, whose government discreetly 
seeks Sihanouk’s success and then, in a 
tribute to India's role as go-between for 
the two rival governments, a fifth round 
of talks are planned in New Delhi. 

At the heart of the recent talks were 
Sihanouk's demands to get Vietnam's 
occupation army out of Cambodia as 
quickly as possible; to have the pro- 


A Sino-Soviet 
summit offer 


By Sophie Quinn-Judge in Moscow 


espite a recent rebuff by the 

Chinese, the Soviets have issued 
another call for a Sino-Soviet summit. 
This time the appeal was made in the 
Soviet communist party newspaper 
Pravda by influential commentator 
Vsevolod Ovchinnikov. 

Now that there is movement in Cam- 
bodian affairs, Ovchinnikov wrote on 
23 January, referring to a 20-21 January 
second round of negotiations between 
Cambodian resistance leader Prince 
Norodom Sinhanouk and Hun Sen of 
the Vietnamese-backed Heng Samrin 
regime in Phnom Penh, *both the 
[Soviet Union] and [China] have the 
possibility to facilitate the success of the 
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| Vietnamese People’s Republic of Kam- 


puchea dismantled; to form a provi- 
sional coalition government, and to 
hold general elections under interna- 
tional supervision. There was also talk 
of an independent, neutral Cambodia 
enjoying a democracy which even Hun 
Sen said might be pluralist in nature. All 
this, if agreed, would be enshrined at a 
big international conference. 

Asa precondition for Sihanouk’s re- 
turning to Phnom Penh and joining 
forces with Hun Sen — who might be 
kept: on as prime minister, Ranariddh 
said — all the Vietnamese must leave 


the country — or at least most of them. 


Hun Sen, who at the beginning of the 
talks offered a 30-month-long troop- 
withdrawal programme, ultimately 
agreed in principle to a 24-month-long 
withdrawal in three phases. Sihanouk 
then modified his intitial condition of 
"total" withdrawal, conceding that a 
provisional government could be form- 
after the second batch of Vietnamese 
Ops had left. 


T task of an international peace- 
keeping force proposed by Sihanouk 
— and to which France, Morocco and 
Senegal or Sweden might be asked to 
contribute — would be not only to 
safeguard free elections to a constituent 
assembly, but to protect the incipient 
new regime against possible overthrow 
by the Khmer Rouge, who are believed 
to have about 30,000 men under arms. 
The Khmer Rouge, who under the 
leadership of Pol Pot held power 
between 1975 and late 1978, when 
Vietnam sent an invasion force into 
Cambodia to oust them, were responsi- 
ble for the deaths of over a million 
Cambodians during their rule. 

Sihanouk said recently that his own 
army of 17,000 could. grow to 30,000 
Gghters by the end of the year and reach 


negotiations — to promote contacts be- 
tween the opposing sides.” 

Ovchinnikov added that he saw no 
sense in linking a Sino-Soviet sammit to 
1990, by which time Hanoi has prom- 
ised to withdraw its troops from Cam- 
bodia. He said: “Experience shows that 
it is precisely at the highest level that at 
times one succeeds in untangling prob- 
lems which appear to be at an impasse. I 
would therefore like to express the deep 
conviction that a meeting of the leaders 
of the [Soviet Union] and China has be- 
come a necessity.” 

Ovchinnikov is generally accepted as 
the Soviet Union’s ranking journalistic 
commentator on Asian affairs. Such 
specialist commentators reflect the views 
of the communist party leadership. 

Why the Soviets have chosen to push 
for a summit through public channels is 


- puzzling. They have given no clear indi- 
. cation of why a summit is particularly 
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50,000 by the end of 1989. Such boasts 
are discounted by Cambodian sceptics 
here — along with the prince’s talk of 
growing aid to him from China and of al- 
leged promises of military assistance 
from the US and some Asean countries. 
Not all Cambodians look moist-eyed on 
the prince who, after all, allied himself 
with the Khmer Rouge and is now appa- 
rently prepared to risk doing the same 
with the Vietnamese. 

Among those least susceptible to 


Sihanouk’s paternalistic brand of poli- | 


tics are the supporters of Son Sann, the 
only group that has not flirted with com- 
munism. But Sihanouk and Ranariddh 


now dismiss Son Sann and his party | 


members 
Khmers,” 


as reactionary "blue 
demagogues without military 


Or political significance. With evident | 


relish, Ranariddh conveyed what he 
said was Hun Sen’s assessment of 
Sihanouk’s non-communist coalition 


rival, given at the recent talks: “Son | 


Sann represents nothing.” 

Still vigorous in his 70s, Son Sann re- 
plied to Sihanouk’s $ contempt by pro- 
ceeding to his enclave on the Thai-Cam- 
bodian frontier determined to restore 
discipline which, he admits, has been 
eroded by dissidence and demoralisa- 
tion. His only comment on the talks was 
that Sihanouk had offered much in re- 
turn for no real guarantee that the 
Vietnamese troops would leave the 
country. 

While Vietnam, perhaps urged on by 
Moscow, develops its own diplomatic 
offensive aimed at enlisting Sihanouk as 
a witting or unwitting ally, it could be 


the Khmer Rouge who will have the | 


casting vote. Sihanouk has made it clear 
that he would rather have Pol Pot as a 
friend than an enemy. Pol Pot, though 
no longer leader of the Khmer Rouge in 
name, is thought still to exert a strong 
influence over the Khmer Rouge. gg 





important now, or whether they believe | 


the Chinese will soon accept one. 


Soviet Deputy Foreign Minister Igor | 


Rogachev implied at a press conference 
on 12 January that there had been no di- 
rect exchange of views on the summit 


question through diplomatic contacts. | 


The first expression of Soviet interest in 
holding a summit came on 27 November 
1987 in discussions between Soviet 


| leader Mikhail Gorbachov and Zam- 


bian leader Kenneth Kaunda. 

Then, in a Gorbachov interview with 
the Chinese weekly Liaowang, pub- 
lished in early January, the Soviet 
leader said a Sino-Soviet summit would 
be a “logical development” of the two 
countries’ relations. The Chinese 
quickly rejected this suggestion, by 
reiterating Chinese leader Deng Xiao- 
ping’s long-standing demand that the 
Soviets first pressure Vietnam to with- 
draw its troops from Cambodia. 
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Unhealed war wounds 


Vietnam drags its heels on MIA issue for want of US aid 


By Nayan Chanda in Washington 

ashington is concerned that while 

making concessions on most issues 
which divide the US and Vietnam, 
Hanoi may be planning to drag out its 
accounting of Americans missing in ac- 
tion (MIA) during the Vietnam War in 
the hopes of obtaining US aid as a quid 
pro quo. i 

While an announcement by Hanoi 
on 25 January that Vietnam will provide 
information on some 23 MIAs indicates 
that Vietnam is not altogether suspend- 
ing its cooperation on the MIA issue, 
the number of MIA cases in question 
this time around is viewed by US offi- 
cials as considerably less than the 
number Hanoi is believed to know 
about. 

A recent statement by Vietnamese 
Deputy Premier and Foreign Minister 
Nguyen Co Thach that Hanoi expects 
official aid from the US as part of its co- 
operation on the MIA issue has raised 
doubts about  Hanoi's intentions, 
US administration sources said. The 
sources said an apparent hardening of 
Vietnam’s position has come while 
Hanoi is taking a conciliatory stance on 
many other questions, including the re- 
lease of political prisoners and settle- 
ment of the Cambodian question. 

“I am afraid the Vietnamese may be 
planning to keep the MIA issue alive to 
demand their pound of flesh when all 
other obstacles to normalisation have 
been removed,” an administration offi- 
cial said. 

In mid-January, a US technical team 
including a prosthetics specialist and a 
US State Department official went to 
Hanoi to discuss US cooperation in 
helping Vietnamese disabled in the war. 
The team told Hanoi that a private 
American organisation, the Foundation 
for Future Inc., had been established to 
raise humanitarian aid money for Viet- 
nam. 

At a press conference in Ho Chi 
Minh City (formerly Saigon) on 19 
January, Thach responded to the US 
plan. “I can accept non-governmental 
organisation aid,” he said, “but there 
must be at least some from the [US] 
Government. Otherwise my people will 
ask why the United States refused to 
give government aid to Vietnam, while 
Vietnam gives government aid to the 
United States.” 

Thach implied that the US had ag- 
reed to give such aid. Referringto an ac- 
cord reached last year between Thach 
and a US administration envoy, retired 
general John Vessey, Thach said: *Gen. 
Vessey is a man we respect very much 
and he keeps his word. But the actions 
of the United States do not completely 
conform to our agreement," 
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State Department spokesman 
Charles Redman responded to Thach’s 
allegation, saying: “The implication that 
we are not fulfilling Gen. Vessey’s pledge 
to address certain of Vietnam’s humani- 
tarian concerns is simply not accurate.” 

Ann Mills Griffiths, executive direc- 
tor of the National League of Families 
of American Prisoners and Missing in 
Action in Asia, who accompanied Ves- 
sey on his trip to Hanoi last year, told 
the REVIEW that the Thach state- 
ment misrepresented what was agreed. 
More than being inaccurate, she said, 
“the comment was another case of Viet- 
nam shooting itself in the foot, because 
it would only fuel the anti- Vietnamese 
sentiment that exists 
on Capitol Hill.” 

Well-placed sources 
said that during the 
Thach-Vessey talks, 
the Vietnamese side 
stood firm until the last 
minute on the question 
of an official US con- 
tribution towards meet- 
ing Vietnam's humani- 
tarian needs — in re- 
ciprocation for Viet- 
nam's official coopera- 
tion on the MIA issue. 
But in the end, Thach 
was said to have ac- 
cepted that the US 
would address Viet- 
nam's humanitarian 
concerns only “within 
existing legal, political 
and policy constraints." 

Washington's posi- 
tion is that diplomatic 
relations between the 
US and Vietnam cannot be restored as 
long as Vietnam occupies Cambodia. 
And until diplomatic relations are 
restored, no official aid to Hanoi can be 
considered. 

Sources said it was agreed during the 
Thach-Vessey talks that, as a first move, 
Vietnam would resolve 70 MIA cases 
out of more than 200 that Vessey pre- 
sented to Thach for attention. The 70 
cases in question concern servicemen 
who were captured alive by the Viet- 
namese. The names and photographs of 
some of these were published in the 
Vietnamese media at the time. 

The US, for its part, would in turn 
facilitate private aid to meet Vietnam's 
urgent humanitarian concerns, begin- 
ning with thousands of war invalids. The 
US side said that as the cooperation pro- 
ceeded, it would facilitate assistance to 
nutritional and educational program- 
mes for war orphans and vocational 
education for widows. 





Thach: aid-lin ed cooperation. 


Although US officials do not say so 
publicly, they strongly believe that 
Hanoi is holding the remains of some 
400 servicemen who either died in cap- 
tivity or whose bodies have been reco- 
vered. Since Hanoi strongly denies this 
suggestion, the Reagan administration 
has tried the tact of coaxing Hanoi to re- 
lease the remains by offering to address 
Vietnam's humanitarian concerns — al- 
beit via the private channel. 

With the administration's blessing, 
the private, non-profit Foundation for 
Future Inc. was set up in Wilmington, 
Delaware, on 6 January — a week be- 
fore the technical team left for Hanoi. 
The foundation is headed by former US 
senator Dick Clark. Board members in- 
clude Griffiths and others interested in 
the MIA issue. 

The foundation's charter says that it 
will conduct “humanitarian program- 
mes in Southeast Asia, which may in- 
clude, but are not limited to, the use and 

JOHN SPRAGENS.JR_ distribution of pr 
thetics, other medi 
supplies and equip- 
ment, medicine and 
the conduct of nutri- 
tion and training pro- 
grammes, as well as 
exchange and educa- 
tional programmes in 
these areas." About 
US$1 million is said to 
have been pledged to 
the foundation by cor- 
porate donors. 

Some analysts spe- 
culate that Thach's de- 
mand for official US aid 
may be designed to el- 
licit a strong reaction 
in Washington which 
Thach could then use to 
persuade his more con- 
servative politburo col- 
leagues of the necessity 
of offering the US more 
cooperation on theg 
MIA issue if more aid is to be forthcom- 
ing. Others think that Hanoi may be try- 
ing to exploit to the maximum the 
Reagan administration’s strong com- 
mitment to resolve the MIA question 
before releasing all the information it 
has on MI As. 

But a dominant view within the ad- 
ministration seems to be that by its on- 
again-off-again policy on MIA coopera- 
tion and by doling out MIA remains a 
few at a time, Hanoi is trying to hold on 
to the issue as a bargaining chip for as 
long as it takes to remove all other ob- 
stacles to the normalisation of US-Viet- 
namese relations. Hanoi could then re- 
vive its long-standing argument that 
the Vietnamese people, who suffered in 
the Vietnam War at the hands of the 
Americans, have a right to withhold 
their cooperation in finding MIA re- 
mains until the US Government is forth- 
coming with aid to “heal the wounds of 
war.” R 
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e I HAVE never laboured under many 
illusions about democratic systems, be- 
lieving (with Winston Churchill, I think 
it was) that the best form of government 
would be benevolent dictatorship, if 
only one could guarantee the benevo- 
lence of the dictator. As one cannot, 

democracy i is the safest alternative. My 
limited faith in the democratic process 
and in the British parliamentary version 
of this was further diminished when I lis- 
tened recently to the House of Com- 
mons debate on Hongkong. 

Now, however you slice it, the Sino- 
British Joint Declaration was sold to 
~ Hongkong on the basis of quite clear 
promises that its people would have a 
say in their future. It is explicitly spelt 
out in the Sino-British Joint Declaration 
that the post-1997 leader of Hongkong 
and his executive would be responsible 
(or answerable) to an elected legisla- 

re. Those naive people, including my- 
_ If, who assumed that in using the word 
elections, London and Peking meant ac- 
tual elections have since discovered that 
Peking had in mind something along the 
lines of the way in which the Central 
Committee of the Chinese Communist 
Party “elects” the politburo — and has 
imposed much the same view on Lon- 
don and the Hongkong Government. 
e THE original assurances were spell- 
ed out in speeches by Margaret 


frey Howe and various other official and 
political bigwigs. As Frank Ching (one 
of those who went to London to stress 
the depth of London’s betrayal before 
the Commons debate) has documented, 
both Howe and the late governor Sir 
Edward Youde promised back in 1984 
that representative government would 
be developed and the task of rooting po- 
litical power in the community begun 








“in the years immediately ahead.” This 


theme was repeated by ministers, a 
White Paper and an all-party par- 
" lamentary group. Hongkong had every 
right to conclude that direct elections 
for at least a minority of seats would 
be mounted by 1988 at the latest. | 
€ HOWE is now claiming that none of 
this constituted any sort of pledge: evi- 
dently, any elections will be mounted 
subject to the approval of Peking. 
Ministerial humbug at least has the ex- 
cuse of office: that reality can override 
political promises and that reality de- 
mands propitiating Peking, for a hostile 
Peking would kill off Hongkong anyway. 
But political animals lower down the 
scale have no such excuse, and even 
more depressing than Howe's rationali- 
sations was the pompous claptrap of 


| some of his fellows on the Conservative 


—— 


benches particularly Sir Peter 
Blaker, H. A. L. Miller (these two have 
Hongkong connections) and Robert 

. Adley. They made speeches in effect 
| claiming that they knew China (at least 
2 peter than anyone in Hongkong), that 
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Hongkong should stop dreaming about 
democracy, that it should forget the 
Joint Declaration pledges and simply 
trust Peking. The remarks of these 
Thatcherites could not have been better 
drafted by Peking propagandists. 

€ ADLEY typifies the switch. Back in 
1984 he was banging on about the im- 
portance of representative government 
in Hongkong and indeed asked a par- 
liamentary question of Howe, demand- 
ing assurances that London would not 
allow "ultra-conservative elements in 
Hongkong to prevent the development 
of democratic institutions." Later that 
year he told the Commons that the best 
way of keeping a check on Chinese sin- 
cerity was "to ensure that the people of 
Hongkong are equipped with democrat- 
ically elected institutions at an early 
date." 

The threesome have company: 
| former prime minister Edward Heath is 
to visit Hongkong. Back in 1983 he 
flounced out of a dinner with Hongkong 
legislators who had dared to hint to him 
that he had perhaps swallowed Deng 
Xiaoping's line on Hongkong too un- 
critically (1.e. basically that Hongkong 
people could have little say in their fu- 
ture). In the recent debate, however, he 
spoke in support of early elections. One 
suspects he has found another stick to 


| beat Margaret Thatcher with. 
Thatcher, Foreign Secretary Sir Geof- - 


€ BACK in Westminster, the House of 
Lords is often described as a useful in- 
stitution which uses its (undemocratic!) 
powers to examine and amend bills too 
hastily passed by the Commons and thus 


Often saves it from its worst excesses. 


Sometimes that takes a bit of believing. 
With apologies to those readers who 
will not pick up the wilder ranges of fan- 
tasy, or appreciate the limerick and nur- 
sery rhyme, the following exchanges 
during Question Time in the Lords on 
16 December last year are worth re- 


| cording for their sheer Wonderland 


fatuities. 

Lord Stodart had asked how many 
pelicans there were in St James' Park; 
and how many were males and how 
many females. 

Lord Hesketh: My lords, there are 
five pelicans in St James’ Park. Your 
Lordships may be as surprised as I was 
to learn that it is particularly difficult for 
humans to determine the sex of peli- 
cans, and so I fear we do not know the 
sexes of the pelicans in the park. 

Lord Stodart of Leaston: My Lords, 
may I thank my noble friend for that 
explicit answer? Does it not give him 
satisfaction in these days, when there is 
considerable concern about the inva- 
sion of privacy that, if I may paraphrase 
his reply correctly, the only person who 
knows the sex of a pelican is another 
pelican. Just in case a happy event were 
to take place during the coming spring, 
even if it were very unexpected, will 
he agree to pay a visit to the park 


to see whether anything is going on? 
Lord Hesketh: My Lords, I am more 
than happy to agree to take a pleasant 
lakeside walk in St James’ Park in the 
spring. The only thing I am certain 
of is that, since we believe that peli- 
cans first arrived under the reign of 
James I and there has been no produc- 
tive activity since that date, it may bea | 
wasted walk. | 
Lord McIntosh of Haringey: My 
Lords, would it not be more seemly for | 
the noble Lord to start at the other end | 
of the pelican? Is it not the case that: 2 
“A wonderful bird is the pelican. d 
His bill will hold more than his beli- . 
can. 
He can take in his beak, 
Food enough for a week. 


helican?” 
Lord Cledwyn of Penrhos: 


they come from? 


had them from Louisiana and from 


Amir of Bahawalpur . . . 

Baroness Strange: My Lords, is my 

noble friend aware of what the pelicans 

think themselves? 

*Ploffskin, Pluffskin, Pelican Jee! 

We think no birds so happy as we! 

Plumpskin, Ploshkin, Pelican Jill! 

We thought so then, and we think 
so still” 

And so on. And so to bed. 

e IF Hongkong can find no hope 


follow the advice of the Thatcher- 


ten for the new faith: 


The Rong Rong Prayer Nt 
Our Brother, 

Who art in Beijing, 

Xiao Ping be thy name, 

United Ringdom gone, | 

Thy will be done; In hono Rong 
ds it is in China. 

Give us this day our daily bet, — | 
ind forgive us our speculations, 
Cis we forgive them that 
Speculate against us. 

Lead us not into Communism, 
But deliver us from Gweilos, 

For this is the Sovereignty, 

The Power of Authority, 

For Ever and Ever, 


Chow Mein. 


But I’m damned if I see how the E 


My | 
Lords, if these pelicans have notlaidan | 
egg since the time of James I, where de ERD 

Lord Hesketh: My Lords, we are ina ee 3 
sense dependent on diplomatic charity | — 
with regard to the pelicans. We have. | 


Texas, and we have even been grateful | 
to receive them from His Highness the 


or support in London, it must perforce. | T 


ites and transpose its trust to Peking. A E 
prayer (author unknown) has been writ- | 
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The new COMPAQ DESKPRO 386/20" 


The world now has two new 
benchmarks from the leader 
in high-performance personal 
computing. The new 20-MHz 
COMPAQ DESKPRO 386/20 and 
the 20-Ib., 20-MHz COMPAQ 
PORTABLE 386 deliver system 
performance that can rival 
minicomputers. Plus they intro- 
duce advanced capabilities 
without sacrificing compatibil- 
ity with the software and hard- 
ware you already own. 


Both employ an industry- 
standard Intel’ 80386 micropro- 
cessor and sophisticated 32-bit 
architecture. Our newest porta- 
ble is up to 25% faster and our 
desktop is actually up to 50% 
faster than 16-MHz 386 PC's. 
But we did much more than 


simply increase the clock speed. 


For instance, the COMPAQ 
DESKPRO 386/20 uses a cache 
memory controller. It comple- 
ments the speed of the micropro- 


4 


cessor, providing an increase in 
system performance up to 25% 
over other 20-MHz 386 PC's. It's 
also the first PC to offer an op- 
tional Weitek™ Coprocessor Board, 
which can give it the performance 
of a dedicated engineering work- 
station at a fraction of the cost. 

They both provide the most 
storage and memory within their 
classes. Up to 300 MB of storage 
in our latest desktop and up to 
100 MB in our new portable. 


Hong Kong, Microware U.S.A. Limited, Tel. no.: 471289, Tlx. no.: 89586. Indonesia, Emkom, Jakarta, Tel. no.: 361343, Tlx. no.: 663651. Malaysia, Microcomputer Centre, Kuala 
Beijing, Tel. no.: 3012115, Tlx. no.: 22848. People's Republic of China, Eekon— Hong Kong, Tel. no.: 714028, Tlx. no.: 76626. Philippines, Datronics, Manila, Tel. no.: 818-2703, 
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It simply works better. 


most powertul PC's 


and off. 








and the new 20-MHz COMPAO PORTABLE 386" 


Both use disk caching to inject 
more speed into disk-intensive 
applications and both will run 


MS' OS/2. 


As for memory, get up to 16 MB 
of high-speed 32-bit RAM with 
the COMPAO DESKPRO 386/20 
and up to 10 MB with the COMPAO 
PORTABLE 386. Both computers 
feature the COMPAQ' Expanded 
Memory Manager, which supports 
the Lotus'/Intel'/Microsoft' Ex- 
panded Memory Specification 


to break the 640-Kbyte barrier 
imposed by DOS. 

With these new computers 
plus the original COMPAO 
DESKPRO 386", we now offer 
the broadest line of high- 
performance 386 solutions. 
They all let you run software 
being written to take advantage 
of 386 technology, including 
Microsoft. Windows/386 Presen- 
tation Manager. It provides 
multitasking capabilities with 


today's DOS applications to 
make you considerably more 
productive. But that's just the 
beginning. For more informa- 
tion, see the listing below to call 
the Authorized COMPAQ Com- 
puter Dealer nearest you. 


Intel, Lotus, Microsoft, and Weitek are 
trademarks of their respective companies. 
(91987 Compaq Computer Corporation. 
All rights reserved. 


Lumpur, Tel. no.: 7188332, Tlx. no.: 37830. Pakistan, Computer Graphics and Systems, Lahore, Tel. no.: 871546, Tlx. no.: 47001. People's Republic of China, ComputerLand, 
Tix. no.: 23232. Singapore, Computer Industries Pte. Ltd., Tel. no.: 225836, Tlx. no.: 22907. Thailand, Olympia Thai, Bangkok, Tel. no.: 2340770, Tlx. no.: 20191. 
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Creative Alternatives in a Changing World 

Wako Securities can help you reach your financial goals, 

no matter how distant they may appear. 

As specialists in Japanese securities and active participants in the key 
American and European markets, Wako offers a complete line of 
underwriting and investment services. 

Our computerized investment advisory services backed up by the timely E 
and detailed analysis of the Wako Economic Research Institute help private 
and corporate investors throughout Asia and the Pacific to maximize 
their investment performance while managing risk. 

Wako's long experience and broad client base give us the expertise and 
knowledge to design custom-made solutions to meet your specific goals. 

Wako Securities— meeting the challenges of global financial management. 





Q WAKO 


SECURITIES CO., LTD. 


Head Office: 6-1, Koamicho, Nihonbashi, Chuo-ku, Tokyo 103, Japan 

Tel: (03) 667-8111 Telex: J24819, J28484, J28841, J23885 

Sydney Representative Office: 34th Floor, Westpac Plaza, 60 Margaret Street, Sydney, 
New South Wales 2000, Australia Tel: (02) 231-6911 Telex: 70793 

Singapore Representative Office: 6 Battery Road, Suite 10-05, Singapore, 0104, Singapore 
Tel: 225-3711 Telex: RS26621 

Wako International (Hong Kong) Limited: 27-D, United Centre, 95 Queensway, Hong Kong 
Tel: (5) 283-986 -91 Telex: HK83677, 60244 

Overseas Network: Bahrain, Paris, London, Geneva, Zurich, New York, Los Angeles 

















French Atlantique 2 maritime patrol aircraft: Paris pushes for sales in Asia. 
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Regional airlines look ahead with veiled optimism 


Past imperfect, future conditional 


carriers, with more passengers than they knew what to 

do with for much of 1987, the October 1987 stockmar- 
ket crisis threw a note of caution into expectations for the fu- 
ture. Apart from those carriers already in the public sector 
which saw their market values slashed in tumbling indices, 
various airlines in Japan, Thailand, Australia and New Zea- 
land preparing to go public in the short or medium term were 
faced with the problem of what their share offers were likely 
to bring in. This seemed likely at least to delay their privatisa- 
tions — except for Japan Air Lines, which went ahead any- 
way — and hence to delay the process of liberalisation which 
was under way, particularly in Japan and Australia. 

The effect of the worldwide equity collapses and the possi- 
bility of recession in the travelling public's disposable in- 
comes for the next year also gave pause for thought, what 
with large orders for new aircraft in 1987 on the strength of 
high loads and the then excellent prospects for growth. As so 
often in the aviation business, uncertainty ruled once again. 

Bilateral route agreements were a problem area for some 
countries, with airlines in Japan, Hongkong and Australia 
giving the US a caning over not allowing sufficient access to 
new destinations, and with Malaysia giving Britain a lashing 
for the same reason. Australia and Hongkong found prob- 
lems with fifth-freedom “beyond rights" and thus were un- 
able to reach agreement on extra flights between them, with 
Oantas arguing that Hongkong- 
based Cathay Pacific Airways had 
a great advantage because of its 
position and its network, and 
Cathay countering that Qantas 
was seeking too great an advan- 
tage by asking for two extra flights 


A: what was a good year financially for most of Asia’s 
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This FOCUS was written in Hongkong by 
Michael Westlake, with Brian Jeffries. 


plus rights beyond Hongkong, against Cathay's request for 
one more service a week. 

On the safety side, two major accidents on international 
services were still being investigated at the time of going to 
press — South African Airways (SAA) lost a Boeing 747 
Combi with 159 people aboard about 10 minutes from land- 
ing at Mauritius on a flight from Taipei to Capetown on 28 
November, and a day later Korean Air lost a Boeing 707 with 
115 people aboard over the Andaman Sea near the Burmese 
coast on its way from Baghdad via Abu Dhabi and Bangkok 
to Seoul. The SAA aircraft had asked for an emergency des- 
cent because of smoke in the cabin, and suspicions centred on 
a possible fire in the main deck cargo compartment. 

Korean Air officials said a bomb planted by terrorists 
had caused the crash, and inquiries were continuing about 
two passengers who had left the aircraft at Abu Dhabi and 
went to Bahrain the same day to connect with a flight to 
Rome, and who had been found to have passports variously 
described as false or not their own when trying to leave Bah- 
rain. One, a Japanese man, committed suicide by taking 
poison before being interrogated. The second, a woman 
using a Japanese passport, also took poison but was saved, 
was extradited to Seoul, and later confessed. 

So far as Asia's domestic flights were concerned, the 
safety record for late 1986 through 1987 looked decidedly 
poor. In China, six people were killed when an Antonov 
An24 crashed while trying to land 
in bad weather at Zhongchuan in 
late 1986, and in mid-1987 two pas- 
sengers were injured when a Boe- 
ing 737 was hit by a military air- 
craft while landing. In Indonesia, 
27 people died when a Garuda 
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Mission efficiency means that the A109 
Widebody helicopter is the perfect 
partner for whoever has to get anywhere, 
everywhere, fast, easy and always. 
With this objective in mind, the A109 
Widebody incorporates the most 
sophisticated systems technology, 
allowing it to take off and land at any time 
of day, every day of the year, under any 
atmospheric conditions, regardless of 
obstacles which may be set up by 
man or other. 
“ Travel in style and comfort at over 
50 kts at the lowest operating cost. 
at is why the A109 Widebody is the 
ly executive helicopter category two 
instrument certified. 
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DC? crashed while landing in bad weather at Medan in April. 
In Burma, 45 people were killed when an F27 crashed shortly 
after takeoff from Heho in June, and 49 died in October 
when an F27 crashed in bad weather while approaching to 
land near Pagan. | 

In the Philippines, 49 died when a Philippine Airlines 
(PAL) Hawker Siddeley 748 crashed into high ground while 
approaching to land at Baguio in bad weather, and a further 
15 people died when a PAL Shorts 360 hit a mountain in Min- 
danao in bad weather while on a flight to Iligan in December. 
In Thailand, a domestic Thai 
Airways 737 crashed into the 
sea near Phuket Island in 
good weather in August, 
killing 83 people — inves- 
tigators said a combination 
of air traffic controller and 
pilot error was to blame, 
with the pilots not watching 
their airspeed while looking 
out for another aircraft 
nearby and allowing the air- 
craft to stall. 

In South Korea in Sep- 

nber, a Korean Air 707 on 

lomestic flight suffered a 
nosewheel collapse while 
landing at Seoul — the crew 
had known there was a prob- 
lem, and had flown around 
to use up fuel before at- 
tempting the landing. No 
one was hurt, but the aircraft 
was badly damaged. And in 
the Philippinesagain, a PAL 
A300 overran the runway 
while landing at Manila, breaking off the nosewheel and stop- 
ping almost on a major highway. Again, no one was injured in 
the crash, but major damage resulted. 

There were several other accidents and incidents involving 
severe damage to aircraft from landing short and from landing 
gear collapsing, and 1988 had a bad start with a China South- 
west Airlines [118 crash killing 108 people in January and a 
Taiwan Airlines BN2 Islander crash in bad weather killing 10 
people the same day. Some of the accidents were without any 
apparent common factor, but the ones involving approaches 
to land, bad weather, windshear and high ground — all fairly 
common elements of Asian domestic aviation — seemed to 


ANA 767: profitable year. 


form an ominous pattern which demanded the urgent atten- 
Mion of the various civil aviation regulators involved in setting 


avigation equipment budgets and training standards. 
Among the year's main aviation events, in the north of the 
region Japan Air Lines (JAL) reported a pre-tax profit to 31 
March of X 5.07 billion (US$36 million) on an operating pro- 
fit of Y29 billion. The after-tax result was stated as a loss of 
* 6.32 billion, against the previous year’s after-tax loss of 
¥6.74 billion — JAL paid almost no tax in 1985-86, but paid 
around ¥11 billion in 1986-87 because of deferred tax from 
earlier years’ depreciation allowances. 
The result represented a strong turn- 
around from the previous year's operating 
loss of € 1.62 billion, though there were still 
financial problems — in particular, a huge 
row developed over JAL's 11-year forward 
contract to buy US$300 million a year at an 
average rate of Y 185 to the dollar for pur- 
chases of new aircraft, a deal which promised 
large losses because of the sharp rise of the 
yen since the contract was agreed in mid- 
1985, when the rate was ¥240 to the dollar. 
JAL forecast a ¥4 billion profit on sales 
to 31 March 1988, and late in 1987 it an- 
nounced an operating profit of US$305 mil- 
lion for the first six months of the year. Its 
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domestic results showed a rebound from the steep fall which 
followed the August 1985 crash of a Boeing 747 on a domes- 
tic flight, in which 520 people were killed. The crash con- 
tinued to haunt JAL in 1987 — in June, the official Japan- 
ese Government investigation concluded that the cause of 
the disaster was a repair incorrectly performed by Boeing 
in 1978. 

But it also said that JAL’s failure to detect cracks develop- 
ing in the cabin’s rear pres- 
sure dome — the cata- 
strophic failure of which 
made the crash inevitable — 
played a part in the acci- 
dent. Japanese police con- 
tinued to perform their own 
investigation, with seizures 
of various JAL mainte- 
nance records. Insurance 
companies for Boeing and 
JAL agreed to split com- 
pensation costs 8096-2096 . 

JAL's somewhat reluc- 
tant march towards privati- 
sation was delayed in mid- 
year when legislation to 
allow the government to sell 
its 34.5% stake had to be 
postponed to a special Diet 
sitting because of a totally 
unrelated but lengthy row 
over tax reform in the same 
parliamentary session. This 
pushed back privatisation to 
December 1987, and though 
the share sale achieved its immediate objectives, the October 
worldwide stockmarket crisis cast a shadow over it — and 
hence over the pace of liberalisation in Japan as a whole. 

During 1987, JAL placed orders for five 747-300 stretched 
upper-deck aircraft — four of them short-range, 563-seat 
versions for domestic use — and changed two 767-200 orders 
to the -300 version. Total value of the orders was about 
US$800 million. JAL also took delivery of a 767-300 and a 
747 freighter, bringing its 747 fleet in 1987 to 57, the largest in 
the world. In October JAL announced orders for five 747- 
400s plus options on another 15, indicating that potential 
union problems with flight engineers — which the 747-400 
makes redundant through advanced electronics — were no 
longer a barrier to the aircraft's use by JAL. 

Wholly owned JAL subsidiary Japan Asia Airways 
(JA A), set up in 1975 to operate JAL’s Taiwan routes and so 
get around diplomatic problems with Peking, ordered a 747- 
300 for about US$100 million to add to its fleet of aircraft 
leased from JAL. JAA declared an operating profit of ¥3.6 
billion for 1986-87, up 9.3% on the previous year. 

All Nippon Airways (ANA) declared a 1987 first-half 
operating profit of US$169 million. It continued its push into 
international scheduled services, expanding 
its Asian network with flights to Peking, 
Dalien and Hongkong, and was seeking 
flights to Sydney, Honolulu, New York, 
San Francisco, London, Paris, Vienna and a 
West German destination. Profit for 1986- 
87 was forecast as US$26.1 million, a three- 
fold jump mostly accounted for by the re- 
surgence of confidence in domestic air 
travel. It placed orders early in 1987 for 10 
Airbus Industrie A320 short-haul airliners, 
with options on a further 10, in a deal worth 
more than US$1 billion. The new aircraft 
will enable ANA to retire its 14 Boeing 737- 
200s. 

ANA is in the middle of a giant moderni- 
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sation and expansion of its fleet, with 15 767-300s (some al- 
ready in service) to replace its 11 Lockheed L1011 TriStars. It 
also has 25 767-200s in service and is gradually replacing its 
727s. In addition, 11 747s are to be added to its current fleet of 
three long-range 747-200s and 17 domestic 747-100S Rs. It also 
has one all-cargo 747-200F leased out to Nippon Cargo Air- 
lines plus one more on order. The other 10 new 747s include 
nine which have yet to be specified as -300 or -400 models. 

Toa Domestic Airlines, also benefiting from the upsurge 
in domestic air travel, was predicting a profit of ¥3.5 billion 
for 1986-87 and the end of eight years’ accumulated losses. 
Near the end of 1987, it announced a first-half operating pro- 
fit of US$36 million. It has ambitious plans for international 
services and has two DC10s on order. It acquired an A300 
from Australian Airlines in July and arranged to buy two 
more for US$72 million from Hapag Lloyd in 1988, plus one 
each from Varig and Cruzeiro in Brazil for unspecified 
prices, which will bring its A300 fleet to 15. It has six McDon- 
nell Douglas MD80 series aircraft on order to join its existing 
fleet of 27 MD80/DC9s and 32 Nihon YS11s on domestic ser- 
vices. 

Nippon Cargo Airlines, partly owned by ANA, announc- 
ed a profit of US$163,000 for the six months from April 1987, 
its first profit since it started services in 
May 1985. Total sales for the period 
were 36% up on the previous financial 
year's first six months at US$146 million. 

Korean Air reported a modest net 
profit of US$13.6 million. In March, 
Korean announced orders for four 
MD11 long-range aircraft and options 
on four more, worth a total of US$1 bil- 
lion. The order was said to be the result 
of a government drive to cut South 
Korea’s trade surplus with the 
US — the airline had also been 
offered favourable terms for 
the Airbus A340, which like 
the MD11 is still being de- 
veloped. It also ordered three 
747-400s for delivery in 1989 
and took options on three 
more worth a total of US$800 
million. The airline received 
two of an order for three A300- 
600s in August. 

South Korea was seeking 
routes to Toronto and Vancouver to be opened early in 1988, 
and South Korean officials opened bilateral aviation talks in 
Ottawa in December 1987. Korean Air is reported to have 
ordered three de Havilland Canada Dash 8s worth a total of 
about US$21 million for its domestic services. 

Taiwan's China Air Lines (CAL) declared a profit of 
US$17 million for 1986 and predicted double that for 1987, a 
massive recovery from six years of losses totalling US$90 mil- 
lion to 1985. Among reasons for the change were a new style 
of management — a new president, Chi Jung-chen, took over 
in 1986 as one result of a government inquiry into the airline's 
operatons. 

Greater freedom of international travel for Taiwanese — 
for many years able to travel abroad only under tight restric- 
tions — is expected to provide a major boost for CAL as well 
as other airlines serving the island. CAL took delivery of 
another 737-200 in July for its domestic fleet, and ordered 
another — worth about US$20 million — for July 1988. It 
also announced an order for six 747-400s, with deliveries to 
start in late 1989. 

Also in Taiwan, airline caterer Foshing Airlines decided 
to enter the flying business and ordered two ATR42s for 
April-May 1988 and four ATR72s, marking an easing of air- 
line regulation on the island. Domestic carrier Far East Air 
Transport also opted for the new types, with orders for two 
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ATR72s for delivery in 1989 and options on four more, with 
interim leases on two ATR42s. Another carrier, Formosa 
Airlines, ordered two Saab 340s which were expected to be 
delivered in mid-1988. 

On the mainland, the Civil Aviation Administration of 
China (CAAC), China's combined national airline and reg- 
ulatory body, made progress towards its long-awaited divi- 
sion into individual and largely autonomous units among the 
country's regions, starting with Chengdu's local CAAC 
headquarters. But there were also comments that CA AC di- 
rector-general Hu Yizhou was still fighting a rearguard ac- 
tion to delay the split because of concern about maintaining 
consistent safety standards after it, and some overseas 
suppliers were expressing worries about rapid expansion 
spreading CA AC's pool of talent very thin. 

CAAC took delivery of two A310-300s in July and Au- 
gust, joining three A310-200s already in service on regional 
routes and adding the prospect of one-stop flights to Europe. 
It also received the last of a batch of 10 British Aerospace 
BAe146 short-haul aircraft, the first of 25 MD80s to be built 
in China, plus in September and October three Boeing 757- 
200s — worth US$125 million — which went to CAAC's 
Canton region. China Air Cargo, a joint venture between 
CAAC and Sinotrans, China's agency for foreign cargo, took 
delivery of two Lockheed L100-30s, civilian versions of tl 
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well-known Hercules — the first purchase by China from 
Lockheed and the first move into foreign all-cargo aircraft. It 
was also announced that CAAC would add 10 Tupolev 
Tul54Ms to its fleet of 17 in 1988. 

CAAC faced domestic rivalry from the People's Libera- 
tion Army air force, which set up its own airline as China 
United Airlines flying military VIP transports — Soviet-built 
Ilyushins and Tupolevs plus British-made Tridents — and 
charged lower fares, apparently with full official sanction. 
Regional carrier Xiamen Airlines ordered its third 737-200 
for about US$19 million and is expected to take delivery in 
August. 

Airports and air traffic control were areas highlighted for 
urgent development, with US electronic firms involved in up- 
grading navigation aids and a swathe of airport plans near 
Hongkong and Macau causing worries for aviation au- 
thorities there. How many of the new airports would actually 
be built was open to debate. 

In Hongkong, Cathay Pacific Airways took a major step 
towards consolidating its position beyond 1997, when Hong- 
kong's sovereignty reverts to China, with the HK$1.94 bil- 
lion (US$248.7 million) purchase of 12.5% of its shares in 
January by China International Trust and Investment Corp., 
Peking’s major overseas investment arm. Local rival 
Dragonair's claim to high-level influence within China took a 
considerable knock as a result, and though the inter-airline 
route hearings battles continued for the first half of the year, 
Dragonair seemed to change its attitude and accept its de 
facto role as a small regional carrier. 

Dragonair lost a bid to oust Cathay from its Malaysian 
routes, but gained a route to Johor Bahru. It had earlier won 
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Hongkong licensing approval for routes to four secondary 
cities in Japan plus Kathmandu, Dhaka, Guam and 14 cities 
in China. Later in the year it won Hongkong licences for 
flights to Peking and Shanghai over Cathay’s strenuous ob- 
jections, but in January 1988 the Hongkong Government 
applied its one route, one airline policy because of fears that 
designation of Dragonair as a second airline on these routes 
would weaken Hongkong’s negotiating stance with China 
and other countries. 

Both airlines experienced substantial traffic gains. Cathay 
declared a profit for 1986 of HK$1.23 billion and a 1987 first- 
half operating profit of HK$1.05 billion. But Dragonair exhi- 
bited caution as the year progressed, cancelling its much pub- 
licised letter of intent for two MD11s and — in October — 
postponing indefinitely its planned Guam flights. On the 
positive side, it carried record loads during the last half of the 
year and signed up with American Airlines’ Sabre computer 
reservations system. 

Also in Hongkong, cargo charter airline Transcorp, a 
51% subsidiary of Australia’s Ansett, began operations after 
a long delay caused by procedural wrangles with local avia- 
tion authorities. Transcorp eventually started flying a 707 be- 
tween Hongkong and Australia, with side-trips between 
Australia and Singapore. Another small cargo airline, Air 
X. ngkong, which for some time had been chartering cargo 
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space on CAAC aircraft, changed hands and acquired its 
own 707 with which to seek its official air operator’s certifi- 
cate from Hongkong officials. 

In the Philippines, PAL was beset by the country’s politi- 
cal uncertainties and a loss of public confidence induced by 
three accidents. It received a further knock in October when 

he country’s president said the airline was for sale because it 
was too expensive to run — despite its declared 1986-87 pro- 
fit of US$15.4 million, it still has enormous debt-servicing ob- 
ligations. Local fares had not been raised since 1979, so 
domestic operations were losing money and the airline was 
seeking a 43% increase. 

PAL chief Dante Santos agreed that the company should 
be privatised, but said 60% should remain in Philippine 
hands. On a more positive note, PAL ordered six Fokker 50s 
to replace its Hawker Siddeley 748s. : 

Thai International announced a pre-tax protit of Baht 1.5 
billion (US$57.7 million) for the year to 30 September 1986, 
up 50%, and followed this up with an operating profit of 
US$68.3 million for the half-year to 31 March 1987, up 62% 
on the 1985-86 half-year to 31 March. Thai sold two DC10- 
30s in May for US$62 million, to be replaced by new, longer- 
range versions of the same model for US$126 million. 

A later order for a third DC10 and for four MD11s came 
under fire from the Communications Ministry as being exces- 
sive, though Thai countered that the DC10s would be phased 
out when the MD11s arrived. It also ordered two 747-400s for 
US$250 million and took options on two more. Delays in 
merging the company with domestic Thai Airways Corp. 
(TAC) and privatising the joint company continued, though 
there were hints that the TAC 737 crash at Phuket had given 
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the merger added impetus — at least to the point where there 
were calls for Thai International to run TAC's flight opera- 
tions — and it was suggested that the merger might happen in 
the first quarter of 1988. 

TAC announced an operating profit of US$4.3 million for 
the first half of 1986-87 to 31 March, but said its feeder ser- 
vices with Shorts 330s — run as a public service at un- 
economic fares by order of the Communications Ministry — 
were losing about US$4.7 million a year. 

Malaysian Airline System (MAS) achieved an after-tax 
profit of M$112.2 million (US$68.2 million) for 1986-87, up 
7% on the previous year. MAS was seeking to expand to 
many overseas destinations, and was looking at A340s and 
MDIIs to replace its DC10s and A300s within the next few 
years. While still evaluating possible replacements for its 
domestic fleet of 737s, it ordered eight Fokker 50s to replace 
its F27s. But one of its prime targets — extra flights to Lon- 
don — was blocked by British authorities following argu- 
ments about passengers being “raided” from other markets 
as a cheap way of reaching London. 

Singapore Airlines (SIA) scored a huge group after-tax 
profit of S$451.2 million (US$213.6 million) for 1986-87, up 
58% on the previous year. The airline itself contributed 
93.1% of this profit. SIA was seeking 
routes to Canada and to increase fre- 
quencies elsewhere, though it was dis- 
appointed in September when Japan re- 
stricted it to two more flights a week 
against the seven it had sought. SIA was 
also venturing further into the cargo 
market, and ordered a 747 freighter for 
the first time. Late in 1987, it negotiated 
rights to serve the Australian holiday 
destinations of Cairns and Townsville, 
gateways to the Barrier Reef. 
It also converted an option for 
a third A310-300 into a firm 
order, and announced an 
operating profit of S$198.2 
million for the six months to 30 
September. 

Royal Brunei Airlines con- 
tinued to build up its services 
with three 757s during 1987, 
and was expected to extend its 
routes to include Japan and 
Australia. It was also consider- 
ing buying wide-bodied aircraft for routes to Europe. 

In Indonesia, Garuda posted a loss of Rps 22 billion 
(US$13.2 million) for 1986, its fifth successive year of losses. 
The company said its problems were mostly due to servicing 
its US$750 million debt, and hoped (in January) to reduce its 
1987 losses to about Rps 40 billion or (in February) to break 
even by eliminating ticket swindles and cracking down on 
other forms of corruption. Part of the economic solution im- 
plemented was a series of joint operations with other region- 
al carriers, using Garuda aircraft between Bali and outside 
countries. 

Having done this, Garuda then said it was short of capa- 
city and was in the market for secondhand wide-bodied air- 
craft. For domestic services, Garuda arranged to lease five 
Fokker 100s in a move to start replacing its F28s, and entered 
another leasing deal for five 737-300s from US-based Inter- 
national Lease Finance Corp. 

Air Niugini in June ordered an A310-300 for delivery in 
November 1988, to replace the Australian Airlines A300 it 
has been leasing, and which has proved too large. It had also 
agreed to buy a Fokker F28 Fellowship from Nigeria. 

To the west, Burma Airways' crashes — though both in- 
volved high ground and bad weather, and thus apparently 
were unconnected with maintenance — highlighted concern 
that the country's depressed economy might be causing the 
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airline problems in finding money to pay for spare parts. 
There were unconfirmed reports that some of its F27s were 
being cannibalised to keep the rest of the fleet flying. 

Bangladesh Biman announced a pre-tax profit of Taka 
215 million (US$6.9 million) in the year to 30 June, with 
earnings up by 7.5%. Biman was predicting a revenue in- 
crease from Taka 4.47 billion for 1986-87 up to Taka 5.13 bil- 
lion for 1987-88. It announced an order for a fourth DC10 
worth US$62 million for 1988, to replace two 707s. 

Air India in March received the last of six A310-300s it 
had ordered, and was to pass on three A300s to Indian Air- 
lines as the A310s took up their routes. Air India declared a 
profit of US$13.4 million for 1986-87 but a loss of US$1.25 
million for the first five months of the 1987-88 financial year. 
It bought a 747-200 from SIA for an estimated US$47 million 
to replace the aircraft lost to a suspected terrorist bomb over 
the Atlantic in June 1985, and ordered two 747-300 Combis 
for US$270 million, to be delivered in late 1988. 

Indian Airlines and regional commuter Vayadoot were 
the targets of offers from Moscow to sell or lease them Soviet 
aircraft. The offers were part of a package including naviga- 
tional aids for India’s airports, and preliminary talks were 
held in October when an Indian delegation visited Moscow. 
The Soviets were offering the 100-seat Yak 42, which is 
claimed to have better fuel consumption than Indian Air- 
lines’ 737s, plus leasing the Ilyushin Il 86 and 1162. 

The offer aimed at Vayadoot was for India to manufacture 
under licence the An 28, which is now built in Poland and 
costs US$1.6 million a unit, against US$3 million each for the 
Dornier 228s which Vayadoot now operates and which were 
built under licence in India. Vayadoot is reported to need 10 
new aircraft immediately and 24 more in the next three years. 

Royal Nepal Airlines took delivery of the first of two 757s 











in September for use on its routes to New Delhi, Bangkok, 
Hongkong and Singapore. 

In Sri Lanka, a commission set up to examine Air Lanka's 
financial disaster said in June the airline had accumulated 
losses of up to US$265 million through mismanagement, and 
had irretrievably lost its entire share capital. The new man- 
agement team in September leased out one of Air Lanka's 
two 747s and sold the other, and sought to bring back its Tri- 
Stars which had been leased out, while saying it was seeking a 
partial merger with a foreign carrier — KLM and SAS were 
involved in discussions at one stage, but neither would com- 
mit itself. A lack of tourism because of Tamil separatist prob- 
lems and the addition later in the year of Indian Army troops 
to help quell the separatists promised further problems for 
the airline's struggle to stay in business. 


battles with increased losses on domestic flights, a de- 
cline in higher yield traffic in the Gulf, Saudi Arabian 
and Libyan markets and high fuel prices — as high as 
US$1.30 a US gallon in Pakistan compared with about 60 US 
cents in its international markets — with an operating profit 
of Rs 687 million to 30 June 1987, up 18% on the previous year. 

PIA was budgeting for a Rs 801 million operating profit 
for 1987-88, up 16.6% , and was seeking two more F27s for © 
domestic operations. It added the Maldives to its route ni 
work in 1987, and was hoping to add Toronto when bilateral 
arrangements had been completed. 

Gulf Air's traffic was hit by the slump in oil prices and the 
effects of the Iran-Iraq war, and the airline announced a loss 
of US$5.5 million for 1986-87 — compared with profits of 
US$36.2 million in 1985-86 and US$50.5 million the previous 
year. Itsaid it would lease two Boeing 767-300s in 1988 for its 
routes to Europe. 

To the south, Australia’s move towards ending the 
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ASIAN AEROSPACE '88 


The search for 
a share of 
the market 


ith more than 270 aerospace industry companies 
W expected to show off their wares, and with about 

15,000 trade visitors expected, Asian Aerospace '88 
in Singapore and several aerospace-related conferences at or 
about the same time mark the exhibition's achievement of a 
status in Asia similar to those of Europe's traditional major 
aviation shows at Paris and Farnborough. 

This year's exhibition, from 27-31 January alongside 
Changi airport, is the fourth such show — unlike some others 
in Asia, a truly international event in every sense because it is 
not just aimed at a domestic or Southeast Asian market — 
and for the first time includes flying displays of modern milit- 
ary and civil aircraft on three of its five days. 

In the ground and airborne displays, apart from a huge 
range of aircraft systems and weapons-related equipment, 
such aircraft as the F16 fighter, Aeromacchi MB339C, British 
Aerospace Hawk, a re-engined A4 Skyhawk and perhaps a 
McDonnell Douglas F/A18 were due to appear. On the civil 
side, some Airbus products, the giant Soviet Antonov An124 
and smaller transports from various parts of the world as well 
as helicopters were booked into the show well in advance. 

But among the trade participants preparing their displays 
in recent days and weeks was a large contingent for whom 
this show represents the start of a major and long-term effort 
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AIRBUS INDUSTRIE 


to capture a larger slice of the Asian market — the French 
aerospace industry. The most visible signs of this drive at the 
show were expected to be the Atlantic II anti-submarine pat- 
rol aircraft, the Mirage 2000 fighter and Alpha Jet trainer, 
but behind the scenes the French were aiming to talk with as 
many Asian officials as possible about coproduction, techni- 
cal cooperation, technology transfer and other forms of 
cooperation as well as direct sales of complete aircraft or sys- 
tems for upgrading older aircraft in the burgeoning “retrofit” 
market (see page 46). 

The Airbus aircraft at the show, already seen all over 
Asia, underline French and European success on the civil air- 
craft side, as do the Franco-Italian ATR42 airliner and vari- 
ous examples of Aerospatiale's range of helicopters. But on 
the military and equipment sides, the French have been 
largely conspicuous by their absence in what has become re- 
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domestic airline duopoly by 1990 stirred up mixed reactions. 
Qantas seemed likely to gain some rights on domestic sec- 
tors, Ansett looked set to expand even more vigorously, and 
only Australian Airlines — owned by the government but, 
with the duopoly due to end, now facing privatisation — 
made an immediate move: the postponement of an order for 
nine A320s to 1993 back from 1989. 

But simultaneously Australian ordered four 737-300s for 
1988 and 1989 — a type of which it already has 12. Australian 
had previously declared an operating profit of A$10.6 million 
(USS7.7 million) in the year to 30 June, down 65% on the 
previous year — but after sales of surplus aircraft were taken 
into account, overall profit was A$39.2 million, up 3.7%. 

A few days after Australian's change of order, in late Oc- 
tober, Ansett weighed in with an order for 16 737-3005, five 
737-500s (for service with Ansett New Zealand) and six 757- 
200s in a package worth about US$850 million. Ansett had al- 
ready bought East-West Airlines to add to its stock of small, 
intra-Australian carriers, and took a 2096 stake worth 
US$31.5 million in US domestic carrier America West Air- 
lines. Hongkong-based Ansett leasing subsidiary Nordstress 
ordered 15 737-300s for about US$400 million in September, 
having ordered six of the same model in December 1986. The 
aircraft are to be farmed out on leases by Ansett Worldwide 

*"iation Services (AWAS), which also provides manage- 
nt services throughout the world. 

But the largest order of all came in July, when Ansett's 
joint owner, TNT, ordered 72 BAe 146 freighters worth 
US$1.5 billion — five years’ entire production — which will 
go to AWAS and to TNT overnight freight operations in var- 
ious parts of the world. 

Oantas, meanwhile, declared a profit for the year to 31 
March of A$63.4 million, up 67% from the previous year. In 
March it placed an order for four 747-400s for A$1 billion, 
and in April it decided to add an extended-range version of 
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garded as a traditional market for US fighters and other 
weaponry, plus smaller intrusions by British, Italian and 
other European manufacturers. 

Various French companies have had close links with Asia 
for some years. One example is electrical and electronics 
manufacturer Sfena, with its gyro-horizons produced under 
licence in Tokyo as well as in the US for almost every US 
military jet and standby horizons for the vast majority of the 
free world's airliners. 

Sfena is also involved in cooperation in repair facilities 
with Singapore Aero-Components Overhaul — a subsidiary 
of Singapore Aircraft Industries (SAI) — and now new 
facilities in Samaero, the Aerospatiale helicopter distributor 
jointly owned by the manufacturer, SAI subsidiary Singa- 
pore Aircraft Maintenance Co. and the French export-pro- 
motion organisation Ofema. 
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the 767-300 to its fleet for A$150 million, with options on six 
more. 

However, Oantas' management team at Air Pacific in Fiji 
was far from happy with the situation there. The year's suc- 
cessive military coups destroyed tourism — after the first 
coup in May, the airline managed to persuade the govern- 
ment to inject F$1 million (US$758,000) as extra capital, half 
in July and half in September, but said it needed something 
like F$10 million to recover. The second coup in September 
made the airline's chances of recovery in the foreseeable fu- 
ture look even more remote. But in late October Qantas 
agreed to extend its management contract and put in some 
much-needed money in exchange for 20% of the ownership. 

Air New Zealand, which announced a profit of NZ$178.9 
million (US$105.9 million) for the year to 31 March 1987, de- 
clared its intention of going public, with the government say- 
ing it would sell 2596 of the company's shares. Advisers were 
appointed in September to outline how this should be done, 
with a March 1988 deadline for their report. The airline in 
October decided to convert an order placed for a 747-200 in 
1984 into one for a 747-400 worth about US$120 million. The 
order had previously been deferred because of what the air- 
line called "competitive uncertainties" in the airline industry. 

One of those uncertainties became a harsh reality in 1987 
— Ansett New Zealand, a three-way partnership between 
Australia's Ansett (50%), Brierley Investments (27.5%) and 
the Newmans Group (22.5%) started domestic flights with 
four 737-100s. Early indications were that it had captured 
about 30% of Air New Zealand's market on its routes, and 
that the national carrier was responding to the challenge by 
adding extra flights and upgrading its service — while warn- 
ing that the domestic market was not large enough for two 
airlines, and that fares would ultimately rise. R| 


Turbomeca, which makes small turbine engines mostly 
for helicopters and small transport aircraft, also uses 
Samaero as its Asian distributor, but is setting up full en- 
gineering capabilities for overhaul at Singapore Aero-En- 
gine Overhaul, another SAI subsidiary, and is having new 
turbine blades machined in Singapore for use in French-as- 
sembled engines as part of an offset deal. Turbomeca also has 
overhaul or licence-manufacturing agreements with factories 
in Indonesia, India, Pakistan, Malaysia, Australia and China 
for various types of engine. 

Aerospatiale is of course well-known for its participation 
in the Airbus A300 series of airliners and now for the new 
A320, to start service in April — and Singapore may become 
the region’s Airbus maintenance centre. But Aerospatiale’s 
helicopter division also has a long history of cooperation in 
Asia, with Super Pumas being assembled at SAI and In- 
donesia’s IPTN and Dauphins in China. 

Avions Marcel Dassault Breuget Aviation has cooperated 
with India on the Mirage 2000, and has previously sold earlier 
models of the Mirage to Australia. Dassault now sees oppor- 
tunities to sell the Atlantic II to Asia in view of what it re- 
gards as a wide-open market for purpose-built anti-sub- 
marine aircraft and the US Lockheed P3 Orion nearing the 
end of its useful life even with updates — a point hotly dis- 
puted by US marketing men. 

Dassault also sees itself as well-placed to cooperate 
in such projects as the Indian light combat aircraft study, 
and is promoting the Mirage 2000 as a multi-role, long- 
range fighter or bomber both as superior to the smaller, 
shorter-range F16 in its own right and as vastly extend- 
ing air force capabilities when used in conjunction with 
F16s. 

Thomson-CSF has teamed up with Aerospatiale in a 
proposal for a signals intelligence-gathering aircraft for Thai- 
land, using the old DC8 airliner as the airframe. It is also 
marketing military simulators, electronic warfare equipment 
and radars with Southeast Asia as prime target — as well as 
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its Atlis II laser-designation pod for F16s to use with “smart” 
bombs. 

Big jet engine maker Snecma, producer of engines for 
Mirages and, in cooperation with the US’ General Electric, 
of the cfm56 big turbofans for civil aircraft, wants to develop 
manufacturing facilities in the Far East but has not yet de- 
cided where. One prospect is Singapore, in view of the up- 
coming A320 and the need for a regional overhaul centre. 

Matra, with its range of weapons including the Durandel 
“runway-breaker” bomb, smart bombs, air-to-air and sur- 
face-to-air missiles, expects its Magic 2 “fire-and-forget” 
short-range missle to be qualified on the F16 by late 1990 — it 
has already been adapted to the Hawk, Sea Harrier and some 
Soviet aircraft, and thus such countries as India, Indonesia, 
China and Southeast and North Asia represent much poten- 
tial business. 

Among other French sales efforts are those of Sfim, com- 
peting to supply autopilots and perhaps sight-stabilisation 
gear for Singapore’s light observation helicopter project; 
Zodiac’s Superflexit division which is discussing supplying 
flexible fuel tanks and hoses for military vehicles with Singa- 
pore Automotive Engineering among others; TRT elec- 
tronics, which supplies radar altimeters used by most Asian 
and many other airlines, as well as military night-vision 
equipment; Crouzet, which is competing to supply area-navi- 
gation gear for 12-13 new Super Pumas to be bought by Sin- 
gapore, and Alkan, which is interested in weapon racks and 
pylons — “anything which is dropped or banged off an air- 
craft.” 


anti-submarine and marine patrol aircraft market — 

below specialist types such as the Atlantique and P3, it 
sees a need in Asia for 30-50 aircraft over the next five years 
for search and rescue missions, using conversions of existing 
older airframes from the F27 down to the Learjet in size. 
Alkan has previously supplied external Pig for Singa- 
pore’s Hunters and A4s, and is working with IPTN to create 
a maritime patrol verson of the Spanish-Indonesian joint 
venture CN235 turboprop commuter airliner. 

All the French companies which have talked with the 
REVIEW about the Asian market were sanguine about their his- 
tory in the region, previous problems with after-sales service 
and their uphill task to break US-based domination of milit- 
ary aircraft and equipment sales. Although they feel their 
products are at least equal to and in many cases superior to 
those from the US and elsewhere, they fully recognise the 
pricing advantages given to the US at present by a weak US 
dollar and a high-wage and hence high-cost French economy. 

But, they counter, what French companies can offer — in- 
deed must offer — is more flexible financing than the US, a 
higher level of technology transfer and none of the political 
commitment implicit in the US Foreign Military Sales pro- 
gramme in which Asian countries often must participate to 
obtain military hardware. 

The French marketing men see the lack of dependence on 
the US as one of their main marketing tools, and joint pro- 
duction or other forms of cooperation — offshore manufac- 
turing is the obvious way to cut prices and to keep at least 
some of a product's cost recycling in Asian economies — as 
another. 

Given that, according to Dassault figures, exports ac- 
count for up to 75% of French aerospace companies’ turn- 
over compared with about 10% overall for their US com- 
petitors, the rundown of traditional French markets in South 
America, Europe and the oil-based Gulf economies makes a 
new and determined French drive into the Asia/Pacific re- 
gion essential. But US and other companies are not about to 
give up and go home, so the next few years promise the spec- 
tacle of some fascinating marketing and pricing battles and 
joint ventures of various kinds — to the obvious benefit of 
the region's customers. Oo 


As efforts point up another part of the potential 
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New life 
for 
old bodies 


D^ of the fancy new hardware being acquired 









by Asia/Pacific air forces in the form of General 

Dynamics F16 fighters ordered by Singapore, Thai- 
land and Indonesia, and McDonnell Douglas fighters being 
built under licence in Japan (F15s) and Australia (F/A18s), 
these expensive aircraft from close to the top of the US' 
technological line will not be the mainstays of the region's air 
forces. The cost of one-for-one replacement of all the older 
aircraft would be beyond the reach of most of the world's air 
forces, particularly when economic circumstances have 
forced many military budgets to be trimmed or stretched. 

The prime mission for all of these new aircraft is <` 
superiority, a role in which they are likely to be more thar 
match for anything the most obvious potential aggressor — 
the Soviet Union — can send at them, particularly when used 

MICHAEL WESTLAKE jn conjunction with early 
warning aircraft such as 
the Grumman E2Cs used 
in Japan and more re- 
cently bought by Singa- 
pore. Even in the small 
numbers ordered by the 
three Asean partners — 
commonality being the 
key to Indonesia finally 
turning down the Das- 
sault Mirage 2000, which 
now seems to have miss- 
ed the Asian market — 
the F16 will be present in 
sufficient quantities in 
Southeast Asian skies 
to deter most intrusions 
into those countries’ 
airspace short of an all- 
out war. 

But though the F/A18, 
and Mirage 2000 were 
designed as multi-role 
aircraft and the F16 too is 
perfectly capable of air-to-surface work either against speci- 
fic targets with “smart” laser-guided or even “iron” bombs, 
as the Israelis proved in their raid with F16s against an Iragi 
nuclear plant, or in close air support of ground troops, there 
are many military men who believe that the expense of these 
aircraft and their small numbers make them too valuable to 
risk the probable losses which would occur in this environ- 
ment. 

The answer is to upgrade the older aircraft, not just ex- 
tending their working lives by replacing bits of structure suf- 
fering from metal fatigue and/or corrosion, but also replacing 
and enhancing their electronics to approach the F16's stan- 
dards — and even replacing engines for better performance 
with less weight and lower fuel consumption. 

There is a market of more than 1,000 aircraft in the Gulf 
and Asia/Pacific regions capable of being so upgraded by 
“lifex” programmes — something like 750 Northrop F5s and 
smaller quantities of McDonnell Douglas F4 Phantoms, A4 
Skyhawks, Mirages and various models of Soviet MiGs or 
their Chinese-built equivalents and variants. 

The advantages of such upgrading rather than buying new 
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aircraft go beyond the “higher, faster, further” extensions of 
an aircraft’s capabilities. Upgrading means retaining and 
adding to technical expertise gained with a particular fleet in- 
stead of having to start at the bottom of the expensive learn- 
ing curve all over again for both technicians and pilots. It also 
means that much of the original tooling and test equipment 
can be retained, as can stores of spare parts, thus saving much 
money in running costs, let alone capital expenditure. 

Far more important, it means that a country’s technologic- 
al capabilities can be enhanced by taking on the upgrading 
work locally, usually in partnership with a foreign company 
either as programme manager or to integrate the new sys- 
tems with each other. It can also mean access to expertise and 
financing from countries other than the US, and so less re- 
liance on the US foreign military sales programme and its im- 
plicit political commitment now and for the future. 

Several interesting examples of this “budget” approach to 
enhancing military and technical capabilities have been 
undertaken in the region and elsewhere, slightly different in 
approach and scope and with their own good ideas which 
have prospects of being adopted by other countries. 

The first candidate for upgrading in the region has been 
the A4, with New Zealand and Singapore leading the field in 
giving this small and usually single-seater a new lease of life. 
Nw Zealand chose to upgrade the electronics and rebuild 

e wings of its 22 A4s in a US$101 million package, of which 
about US$62 million went to SLI International, formerly the 
US-based Lear Siegler’s Instrument and Avionics Systems 
Division which was bought by Bri- 
tain’s Smiths Industries last year. 

SLI’s contract with the Royal New 
Zealand Air Force appointed the com- 
pany as systems integrator as well as 
giving it the selection of suppliers of 
new equipment. The most significant 
new item for the A4s is a version of 
the Westinghouse APG66 radar fitted 
to the F16A/B, the same model of F16 
as will be used in Southeast Asia. 
The new version has the same air- 
to-air functions as its F16 pre- 
decessor, but has added maritime 
search and track functions which New 
Zealand required for anti-ship pat- 
rols. 

Westinghouse developed a smaller 
antenna to fit into the A4's nose sec- 
tion, which has less volume than that 
on the F16, and the same kit should be 
able to fit into an F5 with relatively 
minor adjustments. The A4 project 
thus represents a considerable coup 
for Westinghouse, which now hopes to 
use this as a platform from which to 
break into the F5 upgrade market, in which it is competing 
against Emerson Electric's APG69 and General Electric's 
APG67 radars. 

Other elements of the upgrade include a Litton LN93 
ring-laser gyro inertial navigation unit, Astronautics Corp. of 
America multi-function displays, a Ferranti head-up display, 
a Loral ALE39 chaff and flare dispenser as missile defence, a 
General Instrument ALR66 radar warning receiver, an LSI 
digital flight control computer and an LSI data transfer mo- 
dule — via which mission waypoints and other data can be 
given to the aircraft’s systems without the pilot having to per- 
form something like 300 keystrokes in the cockpit. 

A Mason Electric Co. “hands on stick and throttle” 
(Hotas) set is included, so that the aircraft can be operated 
for the most part without the pilot having to reach around the 
cockpit for switches at critical times. Complete rewiring is 
also part of the package, which includes the cost of setting up 
intermediate and depot-level maintenance. 

Total upgrade cost per aircraft — the first of which was 
due to fly in January — is about US$4.6 million. This, accord- 
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ing to New Zealand air force chiefs, produces an aircraft with 
electronics superior to those on the F16. Cost studies done in 
1982-83 showed that replacing the A4s with 22 F16A/B 
models, including the high level of maintenance facilities 
needed because of New Zealand's distance from any other 
F16 force, would cost about US$28 million per aircraft. 

The New Zealanders considered but rejected the idea of 
giving the A4 a new engine — the US General Electric F404 
as used in the F/A18 or the European Turbo Union RB199 as 
in the Panavia Tornado — as too expensive, because it would 
put up the cost of the upgrade by perhaps close to 100% while 
giving not much more than an increase in range. 

Exactly the opposite point of view has been adopted in 
Singapore, where a prototype A4 conversion with an F404 
engine first flew in 1986 with dramatic results: because the 
F404 produces 10,600 Ib of thrust instead of the 8,400 Ib of 
the J65 which it replaces and is about 1,000 Ib lighter, the A4/ 
F404 needs about 30% less runway, climbs 35% faster and 
has 40% better acceleration, thus improving considerably its 
air-to-air combat abilities. 

GE and Grumman acted as consultants for the project, 
though most of the design and all the engineering work was 
performed by Singapore Aircraft Industries, which can now 
refine plans for re-engining the rest of Singapore's 40 A4s 
and can offer to do the same under contract for other A4 
operators. Malaysia has about 40 of the type, but its own 
Airod engineering facility, with long 
experience of both military and ci- 
vilian aircraft work, may want to 
take on this work — if military bud- 
gets permit such a project — for it- 
self. 

The Singapore project is interest- 
ing also because it illustrates the pro- 
blems an Asian country can face with 
US authorities when seeking to up- 
grade its own capabilities. Access 
to technology is almost always a cru- 
cial element of these upgrading deals, 
and in 1985 Singapore gave a con- 
tract for upgrading the A4’s elec- 
tronics to Lear Siegler, involving 
a new weapons delivery system and 
navigation equipment among other 
items. 

Singapore also wants access to 
software technology to be able to 
reprogramme the aircrafts mission 
computer to its own future require- 
ments, but this was vetoed by the 
Pentagon, which allegedly was wor- 
ried that Singapore might become a 
channel for exports of this expertise outside US controls. 
The contract was thus rebid, and was awarded to Britain's 
Ferranti — with software technology transfer included — 
against strong competition from Britain's GEC Avionics, 
Israel Aircraft Industries (IAI) and France's Thomson-CSF. 

The Singapore A4 electronics upgrade, which apparently 
does not involve a new radar system, would thus seem far less 
ambitious than the New Zealand programme. Full details 
have not been made public, but it is believed that the project 
includes head-up and head-down displays, a mission com- 
puter, a Litton LN93 laser-gyro inertial navigation unit, data 
transfer modules and test equipment plus maintenance and 
training. 

Lear Siegler was luckier in Thailand, where in 1986 it was 
awarded a contract to upgrade about 38 F5s with head-up dis- 
plays and weapons-aiming computers, radar warning receiv- 
ers, chaff/flare dispensers and — on 12 aircraft for ground-at- 
tack use — Litton LN39 inertial navigation units. The head- 
up display, from GEC Avionics, is a version of the kit on the 
F16 scaled down to fit the F5's smaller cockpit, and the elec- 
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tronics will be about 85% compatible with those of the F16. 
... China has bought retro-fit packages in a big way, with 
. GEC Avionics contracted to upgrade about 200 F7 fighters 
-© — China's version of the MiG21. The upgraded fighter is 
| available for export, and Pakistan has ordered 60 with op- 
. tions on a further 40. Pakistan also has a plant assembling 
. China's A5 Fantan ground attack aircraft, a version of the 
. MiG19 with side-intakes instead of the open nose — China 
. -has awarded a US$20 million contract to Aeritalia for Italian 
-avionics to be fitted to this type. 

IAI, apart from having vast experience with the A4 be- 
. cause Israel is the largest operator outside the US, has also 
. shown off its Super Phantom at the Paris Air Show last year 
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original J79s, giving about 15% more thrust and 25% less 
weight. A further stage of this programme will be the Phan- 
tom 2000, with much-improved electronics to give this exter- 
nally familiar war-horse many more years of useful life. 

The region's aircraft engineering specialists such as In- 
donesia's IPTN, Hindustan Aeronautics, Korean Air, SAT 
and Airod would naturally prefer to build or to work on new 
aircraft, and have shown themselves to be perfectly capable 
of doing so. But their desire to lay their hands on the most up- 
to-date fighters is tempered by access to national budgets. 
And while upgrading older aircraft and their electronic sys- 
tems may not have the same glamour as assembling or work- 
ing on F16s, in reality it is probably a better way to go in their 
search for new capabilities. 


Asia takes a different approach 


Ø t might have been expected that Asian countries, with 
| their flexible and fast responses to changes in trade pat- 
| M terns and many of their airlines’ ability to adapt and com- 
| bine the best of Oriental and Occidental marketing ideas, 
> would be at the forefront of airline liberalisation. But for a 
|. variety of geographical, industrial, nationalistic and cultural 
' reasons, the reality has been almost the reverse. 

Only now, almost eight years after the US began its great 
experiment with deregulation of domestic air services virtu- 
ally overnight, and while Europe is making haphazard but 
definite steps towards a more liberal aviation regime, are 
moves being made towards forms of liberalisation of Asia's 
air services, and only in Japan and Australia have these 
moves taken real shape. | 

One reason is blindingly obvious: only in Japan and Aus- 
tralia are there airlines of any scale competing for domestic 
services, and in each case the exclusive right to fly interna- 
tional services was originally granted to the giant Japan Air 
Lines and Qantas by government fiat. 

In both cases the money-tree has been shaken, in Japan by 
the decision to allow All Nippon Airways to flv scheduled in- 
ternational routes (it had already been flying international 
charters for many years); and in Australia by the likelihood 
that the strict controls on government-owned Australian Air- 
lines (formerly Trans-Australian Airlines) and the private 
Ansett will be eased in two years — and that Qantas will lose 
its virtual monopoly of international routes. 

So ultimately there will be even more Asia-Pacific airlines 
competing with US, European and other carriers and with 
each other for routes and passengers. And competition, we 
are assured, is what brings good things to the customer. 

But competition for its own sake can carry the seeds of its 
own destruction, and it can be argued with a great deal of jus- 
tice that most Asian carriers have proved superior to US and 
European airlines in terms of service to the passenger. Itisno 
coincidence that Singapore Airlines, Hongkong's Cathay 
Pacific Airways, Thai International and others figure consis- 
tently in the top groups of various travel agency, magazine 
and other opinion polls. 

Some months ago, the REVIEW asked a senior official of 
the International Air Transport Association how he envis- 
aged liberalisation proceeding in Asia, using the US and 
European experience as models where and if applicable. 
After pondering for several minutes, he gave a breathtak- 
ingly simple answer which, far from being facile, sums up the 
situation in about as coherent a fashion as is possible: "It will 
be different." au 

Taking a necessarily short and simplistic view of history 
for a moment, some of the reasons why deregulation cannot 
by itself supply all the answers to perceived problems — of 
high fares and too-few services — become clearer. 


| 
| 
| 
| 
| 
| 
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Start with the US: in aviation terms, there is one largely 
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with some relatively minor variations in state law, and all ai 
lines are privately owned. Also, there is no national airline as 
such, and since deregulation Pan Am, TWA and Northwest 
have been joined by United, American Airlines, Delta, Con- 
tinental and others on international routes. 

Again since deregulation, anyone can start an airline and 
— after showing compliance with financial and safety regula- 
tions — can enter the domestic market and charge any fare he 
or she likes. This total freedom of entry is matched by the 
total freedom to leave the market and/or to go broke, as has 
happened to many new and over-ambitious new entrants 
such as People Express. 

There is also the freedom to overreach one's capabilities 
and to fail, as happened to Braniff which was later salvaged 
and resurrected in a new form, or to be overtaken and to be 
damaged by the rash of new competitors, as happened to Pan 
Am. Deregulation in the US brought a low-fare bonanza for 
the consumer, but its dark side has been the high social cost 
of corporate failures and retrenchments of staff, as well as 
what is now perceived as a lowering of service and safety 
standards. 

But to airlines elsewhere, particularly in Asia, which have 
been watching US aviation's gyrations with a mixture of 
amusement and horror, the most worrying — and widely pre- 
dicted — development deregulation has wrought is the 
emergence of the mega-carriers: airlines so large as to be able 
to overwhelm overseas competitors if the present controls on 
access to international routes are removed. = 

In the much smaller countries of Asia, deregulation is 
therefore something of a dirty word, and liberalisation — 
while more socially acceptable — is likely to be difficult. 
From an Asian perspective, it is also easy to form the view 
that the US Congressional mixture of special-interest politics 
leads to protectionism in industries where the US is weak, 
such as shipping and textiles, and to a clamour for deregula- 
tion only in those in which the US is strong, such as civil avia- 
tion. In short, one can sympathise with the view that Wash- 
ington speaks with many tongues, most of them forked. 

The US mega-carriers and the awesome marketing power 
of their huge computer reservations systems have aroused 
similar alarm in Europe. But in what Europeans have the 
cheek to call the Old World, most national boundaries abut 
each other, and history and large overlaps in cultural origins 
have eroded nationalism to the point that Europe can present 
a more or less united front — at least in broad economic 
terms — and is heading slowly and not without pain towards 
what eventually will be some form of political unity. 

Thus various proposals by airline chiefs, including Luf- 
thansa's Heinz Ruhnau and British Caledonian's Deputy 





Chairman Sir Alastair Pugh and, more recently, British Air- 
ways’ Lord King, for Europe to negotiate for routes with the 
US as a bloc, or via new European mega-carriers formed by 
international mergers or other forms of alliance, make good 
sense, even if this goal might seem difficult to achieve be- 
cause of the many potential political roadblocks. 

But in Asia, the cultures are far older and more disparate 
and mostly more widely separated geographically, though in 
many cases the nations themselves are relatively new as poli- 
tical units in their own right, truly independent only since the 
retreat of colonial or wartime occupation powers since the 
end of World War II. Nationalism is thus still a strong ele- 
ment in the region’s politics, and is likely to preclude Euro- 
pean-style steps towards economic and ultimately political 
cohesion. 

A further point along these lines is that some Asian air- 
lines have only relatively recently become economic entities 
in their own right, making the transition from being an arm of 
the government’s foreign policy. Most are still national as- 
sets, either owned or controlled by governments, though re- 
cent share sales by Singapore Airlines, Malaysian Airline 
System and Japan Air Lines show a trend towards the private 
sector. 

Along these lines, there is another simple argument which 

1 be used by Asian countries, with parallels in Europe: if a 

| airline is destroyed by competi- 
tion, there are others to take its place. 
In most Asian nations there is only 
one airline, and whether or not it 
is government-owned, it is often 
one of a country's major avenues 
to upgrading its capabilities in high 
technology through training staff to 
handle more and more maintenance 
work. 

Such an airline is also usually an es- 
sential part of a nation's transport in- 
frastructure and brings in much valu- 
able foreign exchange, and cannot be 
allowed to fail. Short of forever prop- 
ping it up with taxpayers' money, the 
only solution is to be very careful 
about how competitive advantage is 
traded with other nations. 

In the tricky business of trading air- 
line access between nations, it is the 
rules themselves which are major obs- 
tacles to easy liberalisation — rules 
based on a 1919 convention at Paris 

hich declared a nation's airspace to be part of its sovereign 
territory. This concept was extended and further codified in 
Chicago in 1944, and the so-called Chicago Convention has 
been the basis of all international airservice agreements 
since. 


he convention established five “freedoms of the air,” 
: of which the first and second freedoms merely involved 
overflights and technical stops for refuelling. The third 
and fourth freedoms set the pattern for bilateral agreements 
and covered end-to-end passenger and freight traffic by air — 
for instance, an agreement between Britain and Singapore 
under those freedoms would define the rights to pick up and 
set down passengers at either end of the route, usually by one 
airline from each nation. | 
The fifth freedom covers rights to traffic to and from inter- 
mediate or beyond points — in the case of Britain and Singa- 
pore, say, an intermediate stop in India and/or a stop beyond 
in the US or in Hongkong, depending on which end of the 
route one was looking from. Access to these fifth-freedom 
points would also then have to be negotiated with the govern- 
ments concerned. 
But by combining sets of rights back to back, one can 
come up with further theoretical freedoms, and one which 
causes much aggravation is the sixth freedom — the re- 
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sult of combining two sets of third and fourth freedoms. 

Thus, to use a real example which has recently caused 
problems, Malaysia has separate agreements with Britain 
and with Australia. But by running aircraft from Australia 
through Kuala Lumpur and on to London, Malaysian Airline 
System (MAS) can carry through-traffic between Australia 
and Britain which — so the British argument now goes — was 
not the intention of the original agreement, and which is traf- 
fic lost to British Airways and Qantas on their own services. 

Asian airlines, not unnaturally, regard this as fair game to 
a large extent. Geography makes sixth-freedoming an attrac- 
tive prospect for them and provides extra traffic — and it is 
hard to find an international airline anywhere which carries 
no such traffic, or which would not if it could. And with Asian 
carriers using the same modern aircraft as everyone else, but 
offering better service, often lower fares and free or dis- 
counted hotel accommodation if connections do not quite 
mätch, who can blame the consumer for choosing to go this 
way? 

One might therefore conclude, rightly or wrongly, that 
Asian airlines have beaten the US and European carriers by 
using the rules to their fullest extent, and that the actual or 
potential losers are now trying to change the rules so as to 
swamp or inhibit the newer and small- 
er Asian carriers. 

One of aviation’s ironies is that 
British Airways, as a leader of the 
drive to liberalisation in Europe, is 
perceived in Malaysia and elsewhere 
in Asia as giving MAS a raw deal by 
not allowing it a sixth and seventh 
weekly flight to London because it 
does not believe there is enough end- 
to-end market to start its own permit- 
ted fifth weekly flight. Where, the 
Asian airlines ask in such cases, is the 
equality of opportunity enshrined in 
the air service agreements, and which 
is supposed to be a part of bilateral 
trade of all kinds? 

Figures quoted by the International 
Civil Aviation Organisation, an arm of 
the UN, estimate an average annual 
growth rate in revenue passenger kilo- 
metres for Asia and Pacific airlines 
of 11% for 1984-94, slightly down from 
the previous 10 years’ figure of 12.6%. 
For freight tonne kilometres, the 1984-94 average growth 
rate is put at 13%, down from the 1974-84 figure of 17.2%. 

The drops are not true maturing of markets — rather they 
are the result of rapid growth in early years, tapering some- 
what as capacity offered has begun to catch up with the mar- 
ket available. By 1984, Asia-Pacific airlines had achieved 
25.4% of the world’s total passenger traffic, and 28.3% in 
freight. 

Asia’s carriers use the same aircraft as their competitors, 
in fact more modern than a good many. They are now fre- 
quently launch customers for new types, and no longer offer 
only exotic destinations but aggressively market a range of 
fares and excellent service in many parts of the world, service 
which usually has an Asian quality which passengers have 
demonstrably found to their liking. 

Negotiations for air-service agreements are basically 
horse-trading sessions, with each side trying to gain the best 
deal at the expense of the other; the principles are the same 
as in horse-trading, even if the language is of a more diploma- 
tic nature. And when it comes to seeking advantages in trade, 
Asian nations have long individual but little collective experi- 
ence, with some exceptions. 

All of which may help to show why liberalisation of Asia’s 
international air services is likely to be slow, cautious . . . and 
different. Oo 
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Joint ventures 
and joint 
opportunities 


j ew countries have attracted so much attention and so 





many marketing efforts by the world’s aerospace com- 

panies as China, and few have generated so much frust- 
ration and confusion among the would-be salesmen. Such a 
big potential market, so many competitors — and yet, at 
times, so little real communication and so little knowledge of 
the customer’s circumstances. 

The salesman’s battle to achieve tangible results with 
which to persuade his overseas bosses that his efforts are not 
being wasted — and hence to convince head office that he 
should not be recalled — often involves a bewildering and 
nebulous series of chains of command, a chronic shortage of 
foreign exchange and a desire for national self-reliance all 
overlaying a massive thirst for knowledge. 

Part of the problem is that the opportunities are so numer- 
ous in both civil and military fields, and there is a wide spec- 
trum of levels of capability in the different regions of China to 
which products might be sold or produced by joint ventures. 
Another part of the problem is that China wants technology 
as well as products, and has no compunction about playing 
one manufacturer off against another to achieve its goals. 

The willingness to spread knowledge about new technol- 
ogy is now the key to aerospace sales in China, and the com- 
petition has spread worldwide and gone significantly upmar- 
ket in terms of technological levels in the past few years. 

For example, on the civil aircraft side, China has taken a 
significant step towards the future, from producing parts for 
various manufacturers and assembling foreign designed air- 
liners, by entering an agreement between the China National 
Aero Technology Import and Export Corp. and West Ger- 
many’s Messerschmitt-Boelkow-Blohm (MBB) to design, 
build and market an 80-seat airliner as a joint venture called 
the MPC75. The aircraft will cost in the region of US$1-1.2 
billion to develop, with US$100 million allocated to the pre- 
development phase which will last until mid-1990. 

Deliveries of the aircraft, which is aimed at a market esti- 
mated at some 1,000 units, are expected to start in 1995. En- 
gines are expected to be of the ultra-high bypass or propfan 
type. China is expected to build the fuselage and tail at the 
Xian aircraft factory, with MBB producing the cockpit and 
wing and performing final assembly. 

Beyond this project there is talk of a 150-180 seat airliner, 
which may turn out to be the McDonnell Douglas MD92 
or then again, it may not, because the future of the present 
MD82 co-production factory in Shanghai may well hang on 
whether China decides to take up its options on building a 
further 15 of these aircraft when the contract’s run of 25 ends. 
Boeing is offering its 737-400 and Airbus the A320 for co- 
production in this project. 

On the military side, though production at many factories 
has been cut back on Soviet MiG derivatives, and civilian 
products such as refrigerators and bicycles are being pro- 
duced both to satisfy growing consumer markets and to keep 
staff at work, there is much activity in upgrading some of 
those MiG derivatives to China’s own designs and with 
foreign electronics and other equipment, and in designing 
and building new prototypes. 

At present, Chinese officials have said a small trainer call- 
ed the L8 is being developed at Nanchang and is to begin test 
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flights in 1990, and a Mach 2, single-engined trainer/fighter 
so far undesignated is said to have flown elsewhere with a 
target entry into service in 1990-91. But several US com- 
panies are offering avionics and attack systems for another 
new product still being designed and being called the F16 — 
an aircraft which is said to be China’s equivalent to the Gen- 
eral Dynamics F16 in service with the US Air Force and in 
Europe, and on order with several Asian air forces. 

China’s aim is not just to satisfy its own air force or airline 
needs with its aircraft, but to jump into the worldwide export 
market both for technological credibility and for foreign ex- 
change. And to do so it not only needs its design and manu- 
facturing standards to be approved by overseas authorities, 
it needs products which can be sold in large quantities — 
something which it has not aimed at in the past because it has 
never been necessary. à 

But it is not only the somewhat circular path of overseas 
products going into Chinese airframes for sale overseas 
which is attracting salesmen; there has been a rapid develop- 
ment of civil aviation within China itself, and this too repre- 
sents a wide range of opportunities for foreign companies. 

As the pendulum swings away from short or slow, all-en- 
compassing and spasmodic production runs, and towards 
longer and faster, more cost-efficient runs and thus distri- 
buted manufacturing and specialisation by individual f^^ 
tories or areas, domestic air cargo operations will have 
enormous role to play. In the short and medium term, 
domestic aviation is the only alternative to unacceptably long 
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and complex journeys for passengers and freight. In the 
longer term, as land transport is upgraded, domestic avia- 
tion's role will evolve into one which is complementary to, 
say, rail services as increasing individual wealth allows morg 
people a choice of value-added transport. 

The opportunity for development of air transport is thus 
obvious. The resources in terms of money, equipment and 
especially experience are scarce, though aviation has been 
accorded a high priority and hence has enjoyed good access 
to funds in competition with other industries up against the 
same problem: a chronic shortage of foreign exchange with 
which to obtain infusions of equipment and — far more im- 
portant in the longer term — knowledge. 

No country has previously attempted to use civil aviation 
as such a key element in the development of its economy, its 
technology and a wide spread of industries in the form that 
China has now adopted. Japan, post-war Germany and India 
all traded labour for food and raw materials before attempt- 
ing to manufacture civil aircraft of whatever size and via 
whatever partnerships with other countries. Indonesia is 
perhaps a closer analogy because of its size and scattered 
population, and its selection of civil aerospace as an engine of 
development. But unlike China, Indonesia is importing raw 
materials and still lacks underlying supportive manufacturing 
industries. 

China is the only country which has decided that, starting 
from a baseline close to zero in modern terms, its aerospace 
industry will manufacture everything from microlights to 
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We have over 3,000 people workin 
exclusively to support our prod- 
ucts. We have over 200 field servi 
representatives strategically placed 
so they can be anywhere on eartl 
within hours. We have major spat 





parts distribution centers in Atlanta, employees: to provide the best 
Brussels, Seattle, and Singapore. service in the business. Period. 
We have a new worldwide commu- 
nications network for fast, depend- 
able response. 


And most important, we have a SOLAN Ls 


commitment shared by all Boeing 


Boeing. We build our planes right. 
We back them right. 








Iran Air's Silk Road Route is a fast, 


convenient way to Tehran via Beijing 


Fly Iran Air's Silk Road Route to Tehran from Tokyo and you'll get 
there in 747SP comfort in only 12 hours. And on the way, enjoy Iran 
Air's unique Persian Caviar Service where all passengers receive a gener- 
ous individual serving of the world's most luxurious dining delicacy. 
From Beijing you can join the flight on the final leg to Tehran every 
Thursday. And on arrival in Tehran you can be assured of deluxe 
accommodation because Iran Air will guarantee your room at the 
airline-owned Homa Hotel (for- ~~ 7 po 

merly the Sheraton) before you 
leave home. If you have business 
in Europe, the Persian Gulf, 
Pakistan or India, take Iran Air's 
frequent and direct onward serv- 
ices. For more information con- 
tact Iran Air. 
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spacecraft, with a goal of internationally recognised and 
competitive competence in 10 years. It is also the only coun- 
try which has produced large numbers of military aircraft, 
which even now are regarded as effective in their own right 
and capable of upgrading, from entirely its own resources of 
materials and manpower. 

This is all the more remarkable when one considers that 
China’s aero industry has been held back at a 1950s level of 
technology for political reasons, both internal and external, 
and is perhaps a demonstration both of tremendous ability 
among small groups of engineers and scientists who were left 
unharmed by the political changes which have occurred, and 
of almost inexorable willpower. 

Adding to these factors in more recent times are three im- 
peratives to modernisation. First is the liberation of re- 
sources: the conquest through labour of shortages of food 
and of energy. Internal distribution remains inefficient, but 
China is a net exporter of rice and oil, hence liberating labour 
to raise the national standard of living by exporting other 
commodities. 

Second is a new internationalism. The world outside the 
Middle Kingdom is now seen as presenting opportunities 
rather than threats. 

Third is a renewed national pride, the recognition that in- 
“ividuals have to be motivated — face earned by a job well 

one. What Concorde, Sputnik and Apollo did for other 
countries, the manufacture, export 
and international acceptance of air- 
craft — particularly of airliners — can 
do for China. 

China is now trying to turn its zero 
baseline into an advantage. By the 
early 1980s it was obvious that exports 
of coal and oil and suchlike would 
not be enough to spur development, 
and that exports of high-grade en- 
gineering could. The added impetus 
of hunger for knowledge turned 
"could" into "should," with the pro- 
viso that the handicap of obsolete 
technology and lack of knowledge 
must be turned into an advantage by 
enabling China to leapfrog the 1960s 
and 1970s levels of technology in 
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Absorption of 1980s high technology is now the key to 
modernisation. This is why, after flirting with the idea for six 
years or more, China finally agreed to produce the MD82 in 
Shanghai — it was not until McDonnell Douglas included a 
joint venture on a 1990s aircraft (the propfan MD92), a train- 
ing centre and other hi-tech projects that the Ministry of 
Aviation agreed to the deal. 

The initial sale of a few US-built MD82s to China was 
linked with the manufacture of parts in China, as have been 
some of Boeing's sales in recent years. Cooperation is the 
name of the game, and cooperation involves more than offer- 
ing a little sheet-metal work — it means offering wide-rang- 
ing training schemes as a way of spreading knowledge fast. 
This is more than just helping a factory or an airline to add to 
its internal resources — it is the way in which China must ex- 
pand its pool of technically trained manpower. 

It is in this area that the manufacturing side finds common 
ground with CA AC. Historically there has been a chasm be- 
tween the two, with the Ministry of Aviation wanting to build 
aircraft for the airline but having limited technical resources, 
and the airline wanting to buy modern and therefore foreign 
aircraft to make its overseas image more acceptable. 

But with the advent of joint ventures such as that between 
Hongkong Aircraft Engineering Co. (Haeco) and the China 
National Aero-Technology Import 
and Export Corp., known as South 
China Aero Technology, to update the 
Y7 — and eventually, perhaps, the Y8 
— the result is an aircraft which will 
eventually be certificated overseas and 
which can thus be exported (this is now 
being studied by Britain via Hongkong 
and Singapore, and by the US) and 
hence an aircraft that CAAC is happy 
to buy. 

The result is that everyone wins: 
the ministry can look forward to a long 
production run, China’s aviation in- 
dustry can send an avalanche of en- 
gineers in rotation to work on the up- 
grading in China (the first Y12 and Y7 
upgradings were done by Haeco in 


which other Asian countries are com- Hongkong) and so enhance their 
petent. : "M knowledge, foreign suppliers get or- 

This is something which attracts N v7 ders they would not otherwise have, 
scorn from some quarters, where there » — á the airline has a respectable aircraft to 
is a belief that such leapfrogging isim- | Pilot training: search for knowledge. operate, passengers fly in civilised sur- 





possible — in reality, every country 
starts its technological progress at some point in history, and 
how far back that point needs to be is more a matter of educa- 
tion and training geared to modern science and technology 
than having to slog through old techniques and superseded 


knowledge. 
A range from microlights to heavy bombers, and while 
all of them have their uses in China’s terms, there is a 
long way to go before China will be capable of creating — 
rather than just assembling or making parts for — the mod- 
ern aircraft such as the 747, A310, etc., at work in CAAC’s 
fleet. Chinese officials are only too well aware of the legacy 
of their partnerhip with the Soviets, on whose technology 
their aerospace industry was based in the 1960s — brute 
strength and thus extra weight to avoid the possibility of fail- 
ures, instead of the Western fail-safe approach to design. 
Of the 11 or so types being manufactured, only the Y7/ 
An24, Y8/An12, Y11 and Y12 are airliners, and all of them 
owe varying amounts to aircraft produced elsewhere in the 
world. The Y11 and Y12 have already been exported in small 
numbers, and the Y7 and Y8 may have some prospects in the 
overseas market, in which their expected low cost may make 
up for their late arrival in an intensely competitive arena. 


ircraft now being manufactured in quantity in China 
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roundings and the nation as a whole 
has a product which can be sold overseas and of which it can 
be proud. 

This is, of course, only the starting point for the industry, 
and as its pool of technically experienced people increases it 
is becoming involved in more ambitious projects such as the 
design and development of the MPC75. 

On the airline side, about four years ago came the news 
that CAAC was to be split up. Then in 1985 it was said this 
would take about another two years to achieve. Early in 1987 
it was announced as having happened. Then the news was de- 
clared “inoperative.” In the meantime, something like 12-15 
airlines sprang up, not all of them within CAAC's ambit. 
Now the splitting up has started, with Chengdu's CA AC divi- 
sion being relabelled China Southwest Airlines and running 
its own affairs, though under close supervision, as a role 
model for other CA AC divisions’ future independence. 

Part of the problem is that CAAC’s sheer size and geo- 
graphical spread is one of its greatest handicaps, exacerbated 
by problems with domestic communications. Another part is 
that CAAC is not just an airline: it is also China's regulatory 
authority for all civil operations, down to and including crop- 
spraying, and it also operates all of China's civilian airports. 

It was recognised that regional development would mean 
CAAC hiving off some of its functions, and even losing its 
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monopoly airline position completely. It was seen as desira- 
ble that CAAC should remain the regulator and split off its 
airline operations to major regions. But then some of the 
provinces, again exercising new freedoms, began to imple- 
ment their own ideas as to how airline development should 
occur. 

It is in this area that vertical integration seems to be disap- 
pearing, though erratically and with severe swings of the pen- 
dulum. Everyone wants a better airline, but everyone has dif- 
ferent ideas as to how to achieve this goal. Some provinces 
seem to think that having their own airline demonstrates 
their region’s virility, for want of a better word. Coordination 
has certainly been lacking, and CAAC has been trying to 
maintain some form of control over new entrants while fight- 
ing its own battles against factions of equal seniority in the 
government hierarchy, or at least those with access to the 
highest levels of spending authority. 

The basic scheme in mid-1985, according to CAAC direc- 
tor-general Hu Yizhou, was that CAAC would hive off air- 
line operations to existing regional centres in Peking, Shang- 
hai, Canton and so on. Thus the much-heralded split is 
really a bureaucratic reorganisation and decentralisation of 
authority rather than the creation of new airlines as such. 
These regional centres would call. their carriers Air China, 





Chinese B6 D bomber: upgrading defence. 


China Eastern, China Southern, etc. This made, and still 
makes, good sense because the fleets and maintenance are 
distributed regionally in just this manner. 

Hu’s intention is that CAAC itself should become a reg- 
ulatory authority along the lines of the US Federal Aviation 
Authority, with China’s regional carriers competing in ser- 
vice but not in price (except perhaps within an approved 
range of fares), in a fashion very similar to that in the US be- 
fore deregulation. 


an annual rate of 14.5% until 1990, a massive rise in 

anyone’s terms, and involving growth from 1985’s 7.5 
million passengers to 16 million. It operates more than 150 
airliners and has about 240 other aircraft involved in crop- 
spraying, oil exploration and surveying work. 

Other airlines have sprung up in various places, not all of 
them with CAAC’s approval, though this has been granted in 
several cases for domestic political reasons and CAAC has 
managed to obtain equity and hence some measure of control 
over some of them. Exceptions are Shanghai Airlines, which 
bought five second-hand 707s but has since sold three and is 
talking about new 757s, and United China Airlines, which 
was formed by China’s air force and operates Tridents previ- 
ously used as VIP transports. 

In some cases, CAAC has managed to distribute some of 
its older fleet of Tridents and some Soviet equipment around 
the new entrants while upgrading its own fleet, because not 


E AAC in 1986 announced that it intends expanding at 
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all regions have equal access to funds for new aircraft such as 
the 737s operated by China Southwest and Xian Airlines. 

One still reads or hears horror stories about lack of ser- 
vice, cancelled flights, etc., in the Western media — but 
more often today in the domestic media, which have taken up 
the cudgels on the customers' behalf. No one said CAAC's 
upgrading was going to be easy, and no one said it was going 
to happen overnight — and CA AC is the first to admit that it 
needs to improve. 

Looking at the larger picture, several things have become 
obvious. One is that those who took the long view in the 
1970s and early 1980s by placing subcontracting work in 
China have been rewarded, and will probably continue to sell 
their products in China — Boeing, McDonnell Douglas and 
Short Brothers are obvious examples. Those who might have 
been seen as trying to sole-source parts, for instance, back to 
the home country perhaps because of worries about quality 
control have run up against problems — Aerospatiale is one 
example, which had problems with Chinese authorities about 
management of its joint-venture Dauphin helicopter factory, 
but has apparently managed to turn the situation around to 
the point where it is now discussing a light helicopter project 
with China. 

More important, and underlining the emphasis on train- 
ing as part of the sales package, the amount of new equir 
ment lying idle or even still in crates indicates that, despite i 
rapid progress in many areas, China has tried t$ 
run before it can walk. There is an acute shortage 
of trained manpower at all levels, and this is 
where the real bottleneck lies. 

This has not been enough to prevent the pro- 
liferation of announcements of new airlines in- 
tending to start flying — no one outside China 
can say with certainty how many are real. It has 
also not prevented the announcement of some 
unlikely projects such as re-engining Tridents, 
re-engining 727s and fitting them with “glass” 
cockpits, re-engining 707s, helicopters and the 
like. 

There has been a reimposition of central con- 
trol over elements of the economy, but in the in- 
terlude of autonomy there were many overlapping 
purchases: A310s and Boeing 767s, for instance. 
These are likely to undergo a two-year period of 
comparison, during which China’s engineers can 
study different manufacturers’ approaches to 
solving the same problems, and after which China will proba- 
bly settle on one type for each mode of operation. 

Apart from China’s obvious shortfalls in aero-engine and 
avionics design and manufacturing capabilities, it is the infra- 
structure to support both its planned growth and the acquisi- - 
tion of new types of aircraft which perhaps presents the great- 
est opportunity for the outside world, and it is in this area that 
Joint ventures in maintenance and airline systems offer long- 
term benefits to all involved. Examples are the US$160 mil- 
lion Peking maintenance centre in which Lufthansa is a 50-50 
partner with CAAC, the planned US$30 million joint ven- 
ture for a maintenance centre in Canton in which Lockheed 
Aircraft Service International and Hongkong-based Hutchi- 
son China Trade Holdings have teamed up with CA AC, and 
a similar project in Hainan involving Scandinavian Airline 
System. 

China will almost certainly continue its policy of spread- 
ing its purchases over a wide range of countries, avoiding ab- 
solute reliance on any one part of the world. And a charac- 
teristic of China's contacts with the outside world so far has 
been that deals should not be one-sided — mutual benefit is 
the key, with packages that recognise China's specific needs 
and circumstances: those who want to take must first give. 
Foreign companies which hope to realise immediate bottom- 
line results are likely to be disappointed — China's view is 
necessarily a long one because its resources are scarce and it 
has many other problems to solve. But its potential as an 
aerospace market is and will continue to be huge. R| 
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SPACE 


Uncertainty 
hangs over 
Asia's plans 


S uddenly, it seems, the Asia-Pacific region has great ex- 





pectations in space. Spurred by motives that range from 

national pride to straightforward commercial gain, sev- 
eral nations over the past year have unveiled ambitious 
plans. After dropping a series of tantalising hints, China for- 
mally announced that it is to develop a manned space pro- 
gramme that it hopes will culminate in the development of its 
own space station and space shuttle by early next century. 
Japan, Asia's most technologically advanced space nation, 
has similar plans, which if approved would cost more than 
US$40 billion over the next 15 years. And, at a more mun- 
dane level, Indonesia, Australia, Hawaii and tiny Pacific is- 

d of Kiribati all say they are exploring the feasibility of 
Joining the space race by developing their own 
commercial launch sites on or near the equator. 

It is unlikely that all of these ambitions will be 
achieved. They face the prospect of being cur- 
tailed by political considerations, budgetary 
restraints and the finite limits of the commercial 
market for launching satellites. Yet, they do 
underline the growing internationalisation of 
space and the increasingly important role being 
played in the process by Asia’s three space na- 
tions — Japan, China and India. The era in which 
the Soviet Union, the US and to a lesser extent 
Europe have virtually dominated the frontiers of 
space is drawing to a close some 30 years after the 
dawning of the space age with the launching of 
Sputnik 1. 

Of Asia’s existing space nations, Japan and 
China are both in a position to become leading 
space powers over the next 15-20 years, provided 
they are prepared to pursue their goals consis- 
tently. China has already made an aggressive, but so far dis- 
appointing, entry into the world market for satellite launches, 
taking advantage of the opportunities created by the January 

986 Challenger disaster, which grounded the US space shut- 
_ e fleet and left the entire US space programme in a sad state 
of disarray. Japan, too, could start competing in the commer- 
cial-launch market after 1991, when its H 2 rocket comes into 
service. The H 2 is the first rocket to be constructed entirely 
of Japanese components, and so will release Japan from re- 
strictive licensing agreements that have so far prevented it 
from launching other nations’ satellites. 

As a result, by then there will be five powers — the US, 
Soviet Union, Europe, China and Japan — competing for 
commercial launches, conipared to just two — the US and 
Europe's Arianspace cooperative — before the Challenger 
disaster. 

The entry of Japan and China into the commercial-launch 
market will boost their reputations as space nations. But it is 
only through the development of their own manned space 
programmes that they will be elevated into the league of 
major space powers, alongside the Soviet Union and the US. 
At present, of the two nations, Japan is ahead of the game as 
a result of its plans to attach a Japanese module manned by 
Japanese astronauts to the US-International Space Station, 
which could be in orbit by the mid-1990s. 

This would give Japan a bargain-basement US$1.8 billion 
piggy-back ride into space and provide it with invaluable ex- 
perience in implementing its own manned space programme. 
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Chinese space research: shuttle plans. 


The whole concept of the US-International Space Station, 
though, is hanging in the balance for several reasons. Beyond 
creating a flag-waving presence in space, there is no clear vi- 
sion in the US as to what role the space station is designed to 
fulfil, how it should fit in with the long-term US goals for 
space or even what those goals should be. This lack of direc- 
tion and the current US budgetary crisis, in turn, have per- 
suaded the US Congress to cut requested funding for the pro- 
ject. In addition, neither Japan nor Europe — which is also to 
supply a module for the station — has yet been able to 
agree with NASA on exactly who should have access to 
their modules. Both are particularly concerned at the 
Pentagon's interest in using the station for military re- 
search. 

Nevertheless, Japan is pressing ahead with design work 
on the 8.5 m long and 4 m wide Japanese Experimental Mod- 
ule (JEM), which includes an external manipulating arm that 
among other functions can be used to help conduct scientific 
experiments on an exposed external platform. In addition to 
giving Japanese astronauts working experience in space, the 
JEM will also provide opportunities for Japanese companies 
to carry out delicate experiments on fluids and materials in 
the microgravity of space, the results of which it is hoped may 
have commercial applications back on earth. In fact, Japan- 


ese long-term visions of creating profitable space-based in- 
dustries are a primary motivation for developing a manned 
space programme. 

The imbroglio surrounding the US-International Space 
Station can only serve to reinforce views within the Japanese 
space community that the nation should develop a manned 
space programme, that preferably should be free of inhibit- 
ing ties with the US. The first major step in that direction will 
be the introduction of the H 2, which is capable of putting a 
2.2 tonne spacecraft into geostationary orbit (36,000 km 
above the earth, where it appears to hover above a fixed 
point) or up to 4 tonnes into low-earth orbit. 

This means the H 2 is powerful enough to boost supplies 
to the US-International Space Station and that it also has an 
important role to play in any development of Japan's own 
manned space programme. In July, Japan's Space Activities 
Committee recommended to the government that it adopt a 
US$43 billion space package to develop a small unmanned 
shuttle, HOPE, to be launched by the H 2 towards the end of 
the next decade, a new-generation space plane and a Japan- 
ese space station to be in orbit early next century. 

Development work on HOPE is proceeding. A small fleet 
of the 10-tonne shuttles could eventually be used to service 
both the US and Japanese space stations as well as being used 
as orbiting laboratories for experiments in space. Like their 
counterparts in the US and Europe, the Japanese have also 
been studying the technical problems involved in developing 
a new-generation aero-space plane, capable of taking off and 
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landing under its own power. The US version of the concept 

was dubbed the “Orient Express” by President Reagan, and 
broadly envisages a post-shuttle plane able to deliver 
payloads to space as well as being capable of flying from 
Japan to the US in two hours or so. 

The fulfilment of these ambitious plans, of course, re- 
mains subject to the availability of adequate funding. But the 
fact that Japan's Science and Technology Agency, which is 
responsible for space policies, anticipates that government 
spending on Japan's space programmes will total US$49.6 
billion between now and the end of the century, leaves plenty 

of room for manoeuvre. 
| As far as developing a space station and small shuttle are 
| concerned, China's ambitions parallel those of Japan. Last 
| November, the Ministry of Astronautics Industry announced 

. that China plans to develop such a manned space programme 
and said that it had “been put on the order of the day" and 
could be accomplished using "present technology, facilities 
and design capabilities." No formal timetable was an- 
nounced, though differing reports have put Peking's target 
dates for having the shuttle and space station operational as 
the late 1990s or the early years of next century. 

Details of the step-by-step approach China will have to 
follow to fulfil its goals and where the money will come from 
are far from clear. The authoritative aero-space magazine, 
Aviation Week and Space Technology, reported in July 1987 
that initially Chinese astronauts will be put into orbit and 
brought back to earth aboard small spacecraft, as happened 
in the early days of both the US and Soviet manned space 
programmes. The Chinese are also studying and starting to 
develop the technology necessary to produce more powerful 
rockets, a series of manned spacecraft that presumably will 
culminate in the shuttle and space station and improved com- 
munications between space and earth. 


has been launching satellites since 1970, and improve- 

ments to its Long-March series of rockets should enable 
it to produce new versions eventually powerful enough to put 
up to a 22-tonne space station into orbit. These are already 
either under development or being planned. Because of their 
lack of previous experience in the area, development of the 
manned technology will almost certainly be more difficult. In 
some areas, such as developing environmental systems for 
their spacecraft, the Chinese may wish to make use of US ex- 
pertise and preliminary contacts with this in mind have been 
made. 

As it takes the preliminary steps to develop its manned 
space programme, China is meeting with some success in 
marketing its launch services for foreign satellites and selling 
space aboard its own satellites to foreign clients. In August 
1987, the French aerospace company Matra became the first 
foreign concern to rent space on a Chinese recoverable satel- 
lite. 

In addition to taking advantage of the grounding of the 
US shuttle fleet and delays in the Arianspace launch pro- 
gramme to attract clients for its satellite-launching services, 
China is also offering prices 15% or so below those of its 
Western competitors as well as preferential insurance rates in 
case of failure. It says it has had enquiries from some 30 com- 
panies in seven countries and that 10 have made reservations 
for satellite launches. How many of these are taken up how- 
ever, will depend to a considerable extent on the success of 
China's initial launches. 

Two major tests of China's capabilities are scheduled to 
take place this year. It is due to launch a Westar 6-S satellite 
for Teresat Inc., a Houston-based company this month and a 
Westar 6 for the US Pan Am Pacific Satellite Corp. in May. 
Whether these initially announced launch dates will be 
adhered to is not clear, but certainly China has a great deal of 
potential future business riding on their eventual successful 
outcome. 


T he least difficult area is likely to be the rocketry. China 
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At present, the majority of civilian satellites launched - 
commercially are sent into geostationary or low-earth orbits 
above the equator. For these types of orbits, launches from 
on or near the equator are cheaper to perform than from 
other latitudes, both because the "slingshot" effect of the 
earth's rotation gives the launch rocket added velocity and 
because less fuel is required to transfer satellites into their 
final orbits in space. At present only Arianspace has a launch 
site near the equator, at Kourou in Guyana. Several Asia- 
Pacific nations, though, are interested. 

The Australian state of Queensland last year published a 
report on the potential for an international spaceport on the 
Cape York peninsula, some 12 degrees south of the equator, 
and has invited foreign space authorities and firms to help set 
it up and run it on a commercial basis. The Institution of En- 
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TRAINING 


growing pilot 


ime was when would-be airline pilots had to have per- 
| fect eyesight, a university degree and a personal man- 
ner which would both charm and impress a dour inter- 
view panel before being granted a place at an airline's train- 
ing school. The situation was not much better for pilots who 
had already earned their various and progressive licences 
(either spending a small fortune privately as so-called self- 
improvers or taking the more traditional route via commuter 
airlines and/or military service) whose experience was often 
regarded as suspect because it had not been gained with the 
airlines with which the applicants were seeking jobs. 

Today, eyesight corrected by spectacles is acceptable, a 
degree is no longer necessary and interview panels are more 
friendly — and the basic qualifications such as numbers of 
flying hours for already experienced pilots have been low- 
ered dramatically. The reason is simple: aircrew are hard to 
find these days. 

In Asia as elsewhere, the military has been a traditional 
source of pilots for many airlines, but perhaps only in Japan 
have the airlines and the military actually reached an agree 
ment to regulate the flow — in late 1987, the military agree 
to supply 15 pilots a year to Japan's airlines in return for the* 
airlines stopping efforts to lure military pilots away from 
their duties, which does little to satisfy the airlines’ needs. 

The shortage of trained and experienced pilots has pro- 
duced some curious anomalies. For instance, British Royal 
Air Force pilots are being invited to fly F16 fighters with the 
Royal Netherlands Air Force under contract, because Dutch 
pilots have been leaving the military at the end of their initial 
six-year contracts to earn three times as much salary with air- 
lines. And Lufthansa, short of first officers and flight en- 
gineers for some of its fleets, has “borrowed” some first offi- 
cers from the US and from British Airways (BA) for 18 
months until its own training cycle catches up with the de- 
mand. BA is in turn facing its own shortages but had a 
"bulge" of surplus junior crews. 

In Asia, one can see foreign faces among crews working 
for Thai International, Philippine Airlines (PAL), Singapore 
Airlines (SIA), Malaysian Airline System (MAS) and Japan 
Air Lines (JAL) among others, usually brought in as experi- 
enced pilots to supplement local sources which cannot supply 
enough people to cope with expansion. The Japanese case is 
all the more unusual because, despite objections to hiring 
foreign crews from the carriers themselves, the Transport 
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gineers, Australia, which conducted the preliminary study, 
estimated that the market for commercial launches between 
1995 and 2010 would be worth between US$11-20 billion and 
that the spaceport could attract a third of this business, pro- 
vided action to create it was taken soon enough. 

Certainly, there is no lack of potential competition. Tech- 
nology and management consultants Arthur D. Little re- 
cently completed a study making a case for the establishment 
of a commercial launch site in Hawaii capable of putting 
satellites into both equatorial and polar orbits. The Hawaiian 
government is backing the idea and a private- and public-sec- 
tor commission has been appointed to pursue it. 

The Indonesian Government has also said it is planning to 
build a commercial-satellite launch centre with undefined 
foreign cooperation. The centre’s facilities could be leased to 


Ministry and aircrew 
unions — mostly because 
of concern about oppor- 
tunities for promotion of 
Japanese first officers — 
Toa Domestic Airlines 
now has 31 foreign pilots 

d flight engineers un- 

rgoing training for its 
services. 

The US, with its tre- 
mendous upsurge in air- 
line activity since its 1978 
deregulation of domestic 
aviation, is naturally pro- 
viding the most dramatic 
figures for supply and de- 
mand of aircrew. The 
Future Aviation Profes- 
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said that about 6,000 
pilots a year will be 
needed to the end of the century by major US airlines — far 
more than can be supplied from military sources and present- 
day privately run training schools combined. Several thousand 
more will be needed each year by commuter airlines. 

The military, which used to supply about 75% of US air- 
line pilots, now provides only about 40%, and this is likely to 
drop further, partly because US airline starting salaries have 
dropped dramatically and partly as incentives to remain in 
the services are brought in — such as a proposed US$12,000 a 
vear pay increase and the promise of remaining in flying jobs 

iroughout one's career. Against this, however, is the fact 
ulat US airlines are now routinely hiring retired military 
pilots aged in their late 30s or early 40s, formerly only rarely 
considered for airline jobs because they were thought to be 
too old to go through the seniority system which, by and 
large, dictates the speed of progress to the captain's seat. 

To take some other figures, the Royal Australian Air 
Force used to lose about 70 pilots a year, many to the airlines, 
from a total of about 800, but in the 12 months to mid-1987 
some 110 left, and the number is expected to rise this year as 
airline expansion continues. Japan's military employs about 
4,500 pilots, with about 40% in administrative Jobs — but 
Japan has seven scheduled airlines, and JAL as the biggest 
will need 90-100 of a total of 180 new pilots annually for the 
next few years. 

The progression upwards of needs and downwards of 
availability has led to the bigger airlines — most of whom 
have not trained pilots from scratch because of the expense 
involved — raiding smaller airlines, and the smaller airlines 
in turn raiding commuter airlines, whose sources have largely 
been flying clubs' instructors building up flying hours for just 
that hoped-for but previously often elusive opportunity. But 
one can only scrape the barrel for so long. 

There are now fears that, with the inrush of relatively less 
experienced pilots into major airlines, the overall standard of 
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"any country." Both China and the Soviet Union have in the 
past expressed interest in cooperating on space with In- 
donesia. No site for the planned launch centre has been 
named, but the island of Gag off the north coast of West 
Irian, which is directly on the equator, is considered a possi- 
bility. The Minister of Research and Technology, B. J. 
Habibie, has been made responsible for pursuing the project. 
The other Asia-Pacific state with ambitions to build a 
spaceport is the equatorial island of Kiribati. 

Common sense would dictate cooperation between these 
interested countries to ensure that the region is able con- 
struct a first-class equatorial spaceport able to compete in- 
ternationally on a profitable basis. uu 


safety may be eroded un- 
less something is done 
about training, and about 
giving younger pilots 
some "seasoning" to de- 
velop their expertise in a 
systematic manner. This 
has long been recognised 
by those Asian airlines 
which have hired foreig- 
ners mostly as experi- 
enced captains, rather 
than push their own na- 
tionals into the left-hand 
seat too fast. 

For some US airlines, 
the answer is being found 
in starting to train pilots 
from scratch. By and 
large, US airlines have 
not had to take this route 
before, preferring to take 
pilots who already had commercial licences and to train them 
up to Air Transport Rating standard while they flew as junior 
crew. Among those which have bitten the bullet is Northwest 
Airlines, which has set up a partnership with the University 
of North Dakota's Centre for Aerospace Sciences to provide 
a fleet of about 70 aircraft for training pilots both for itself 
and for outside customers. This Northwest Aerospace Train- 
ing Corp. (Natco) may eventually operate up to 32 aircraft 
simulators, 12 of which have been transferred to the airline, 
so that all of Northwest's existing in-house training can be 
done at the new centre at Eagan, Minnesota. 

Natco intends offering places to 20-50 students a year, and 
sees Europe and Asia as potential markets not just for stu- 
dents but also for recurrent and upgrade training. More 
dramatic in scope is a plan by Eastern Airlines to enrol up to 
4,000 students a year at various junior colleges' training pro- 
grammes, but with 18 affiliated regional airlines to supply, 
Eastern's needs are far greater. 

In Europe, many major airlines had a tradition of ab initio 
training for themselves, but this was allowed to disappear 
with recession in the early 1980s, when schools such as that 
run by BA at Hamble were closed. BA has now contracted 
out ab initio training to a new British Aerospace Flying Col- 
lege at Prestwick in Scotland, a college which was set up with 
just such outside contract training in mind, but which will ac- 
cept only students being sponsored by airlines and will train 
them to their particular sponsor's requirements. 

Also in Europe, Lufthansa and Swissair have teamed up 
in what they call the Futura scheme to train both airlines’ new 
pilots from scratch, expanding Lufthansa's flying school at 
Bremen and using simulators and Piper Cheyenne light air- 
craft with specially configured cockpits to give students the 
feel of the smaller airliners in both airlines' fleets. The Futura 
scheme has a capacity of about 300 students a year, of which 
about 40-50 places are available either for another partner or 
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for other airlines on contract. China Air Lines and Korean 
Air have relied on military sources to a large extent, but as 
they continue to expand, this pattern may have to change — 
depending on the number of military pilots available. India 
has for a long time had civilian flying training schools to bols- 
ter military sources of supply for the airlines, and China is 
building up its small number of training schools. 

Perhaps the airline which will have to change its style most 
is Cathay Pacific, which has always relied on British, Austra- 
lian and New Zealand experienced pilots — with the occa- 
sional Canadian and US citizen. This was partly because of a 
total lack of local supply, because there is no military source 
and no flying school to take pilots to commercial licence 
standard, and partly because Hongkong’s status as a British 
colony meant that only British-recognised licences were ac- 
ceptable. 

Cathay thus was able to pick the best of numerous appli- 











cants from both ends of the world, offering high salaries and 
— until recent years — relatively short regional routes so that 
pilots fed up with long-haul work with, say, Oantas could 
look forward to being at home most nights instead of stuck in 
hotels all around the world. But Cathay's expansion into 
long-haul work, the expansion of job opportunities and bet- 
ter salaries in Britain and Australia, a strong pound sterling 
vs a weak US dollar with the Hongkong dollar tied to it, plus 
Hongkong's uncertain future with 1997 looming, have made 
Hongkong a rather less attractive career-site for British ap- 
plicants. 

This plus local pressure to employ Hongkong-born air- 
crew has made Cathay take its first cautious step towards ab 
initio training, which occurred last year when it announced 
that a batch of eight local applicants would be trained in Bri- 
tain. After this, they will fly as second officers and undergo 
much simulator training before progressing to the right and 
eventually the left seat. 

Although the problem exists virtually worldwide, local 
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From Asia with many reservations 


struggle between the US’ two major airline computer- 

ised reservations systems (CRS) — American Air- 
lines’ Sabre and United Airlines’ Apollo — and those in the 
rest of the world began in late 1987 with the announce- 
ment that Hongkong-based Cathay Pacific Airways, Singa- 
pore Airlines and Thai International are to team up 
with other Asian carriers to provide an Asian CRS called 
Abacus. 

The three partners named so far are setting up a joint-ven- 
ture company to operate the system in Singapore, and the 
system is expected to be fully operational, capable of sup- 
porting a network of 10,000 terminals and handling 300 mes- 
sages a second, by the end of 1989. Investment required was 
not stated, but a similar plan by Lufthansa, Air France, 
Iberia and Scandinavian Airline System for the Amadeus 
system in Europe requires an initial investment of US$300 
million. Another European system, Galileo, will be some- 
what cheaper because each partner is offering its current 
software free, so the initial investment is about £120 million 
(US$213 million). 

But why, you may well ask, does anyone need yet another 
CRS in addition to those already run by airlines on an indi- 
vidual, group or client basis? The reason as stated by the 
Abacus group is that "each partner will benefit equally 
from the company's strength in 
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negotiating as a united group for 
favourable terms of access to 
other markets." 

Not stated but at least as valid 
are arguments that all the other 
systems have been shown to be 
capable of being biased in vari- 
ous ways in favour of the owner 
or of a regional grouping of air- 
lines and against foreign or non- 
regional clients. Also, starting 
with a clean sheet of paper to 
write new software means that 
more functions can be included 
apart from the obvious ones 
such as routing, departure and 
arrival times and fares. < 

In this area, unlike some of | E — 
the alternatives, Abacus is in- 
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tended to provide unbiased access to airline reservations 
and confirmations of bookings, the most convenient sche- 
dule and the lowest fare among available airline choices, 
plus hotel bookings and car rentals. It will also give tra- 
vel agents office automation of agency accounting, indivi- 
dual client preferences, sales statistics and management re- 
porting, plus being linked with the partners’ own compu- 
ters so that they will have instantly updated figures within 
their own seat-inventory control and yield management func- 
tions. 

Other Asian partners are being sought — Qantas has al- 
ready opted to go its own way, and Japan Air Lines is al- 
legedly still undecided, but other smaller carriers in the re- 
gion are understood to be interested. The immense market- 
ing power of the Sabre system, which is more profitable to 
American Airlines’ owners than the airline itself, is threaten- 
ing to overwhelm the Asian region by picking up clients 
piecemeal, as it has previously tried to do in Europe. 

There is far more involved in the struggle than merely 
what goes on between a travel agent's input of a passenger's 
request and the answer coming up on the screen, though it is 
the quality and quantity of the answer which are at the hea 
of what is now an intense debate over equality among airlin_ 
clients and of restraint of trade. 

Travel agents have traditionally sold 80% or more of air- 
line seats worldwide, and their 
offices have gradually been infil- 
trated by computer terminals 
which access airline reservation 
systems. But early systems were 
keyed to individual airlines, with 
connections on smaller airlines 
for specific days or convenient 
times often not listed if the 
“master” airline in the system 
had its own direct flights at other 
days or times. 

The cheapest fare would also 
not be listed if it was less than 
the “master” airline’s rate, and 
the result was that a travel agent 
who could work his way through 
the printed timetables to find 
connections, and who would 
take the time to hunt through 
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shortages are worse in some places than others — something 
which is difficult to overcome because of different licensing 
standards and different levels or quality of experience. It is 
for this reason that a reduction in the number of flying hours 
required before an experienced pilot can be hired is not 
necessarily a retrograde step — it is the type of experience 
gained within those hours which is now being examined. 


flights. With a so-called heavy crew of three pilots and 

two engineers for most flights of more than eight hours 

(and probably four pilots on the Boeing 747-400 when it en- 

ters service next year, because it will not carry an engineer), 

the entire crew will build up flying hours at a normal rate of 

something like 70-80 hours a month. But they will have only 

half the opportunity to perform take-offs and landings, which 

are already obviously in short supply on long non-stop 
flights. 

Hence simulators will play a far greater role in keeping 


T :: applies particularly to pilots aboard long-range 








AVIATION AND AEROSPACE '88 





pilots in current flying practice than today, promising a far 
greater demand for simulator time, and therefore for more 
new simulators. And moves towards a common licensing sys- 
tem, which have already started in Europe, will probably be- 
come more widespread in the next few years. 

It is interesting to note that so far, one obvious source of 
potential pilots remains very much underplayed: women. 
Scandinavia pioneered the hiring of women pilots, and there 
are several in Britain and Germany, more in China and the 
Soviet Union, with perhaps a few in other countries. In re- 
cent years they have been accepted in the US by the military 
as well as by airlines to fly heavy aircraft and even to captain 
747s. Those who have already qualified as pilots have proved 
beyond the wildest limits of prejudice that women, given the 
same selection procedures, training and seasoning, can per- 
form aircrew duties as capably as their male colleagues. 
If ever there was a bandwagon to be jumped on, this is it. D 





the available fares to get the best 
al, was worth his weight in 

Id. 

Even in the business travel 
market, price has become a big- 
ger factor as corporate bottom- 
lines come under greater scru- 
tiny, and with special time- 
limited offers by airlines for, 
say, off-peak flights or new 
routes being used by both 
business and tourist markets, 
most passengers show more 
brand loyalty when buying 
toilet paper than they do when 
choosing which airline to fly 
with. 

Travel agencies thus need 
more than human expertise 
with routes, times and fares, 
and CRS have become indispensable — so much so that 
when American Airlines tried to devise a fallback plan to 
run the airline if the Sabre system failed, it could not. So 
it put Sabre into its own version of Fort Knox, cased in 
concrete and steel and buried under several feet of earth 
and reinforced concrete, and capable of running for three 

lays on its own power supply. It is now safe from winds 
vf 350 mph, floods and perhaps nuclear war — only per- 
haps, because it has not been stated whether Sabre is safe 
from electromagnetic pulses from nuclear weapons, but 
if so then World War III could devastate the world and 
Sabre would keep running until its power supplies gave out. 

In 1987 Sabre was earning US$330 million a year from 
subscribers as well as running American's reservations and 
operations, and until 1987 there was no system of compara- 
ble scope in terms of marketing power with travel agents ex- 
cept, some way behind in earnings, Apollo. European air- 
lines, fearful of US control of their marketing, rapidly drew 
up their own plans, but split into two groups — the Amadeus 
partnership and Galileo, a grouping of nine partners: British 
Airways (BA), Alitalia, British Caledonian (now becoming 
part of BA anyway), Aer Lingus, Austrian Airways, KLM, 
Swissair, Air Portugal and Covia, the United Airlines' sub- 
sidiary which owns Apollo. 

One major problem is that most CRS now running have 
been accused of bias of one form or another against their 
competitors and even against their subscribers. Most of them 
now list flights by time of departure rather than by airlines in 
alphabetical order or with their owner or *master" airline 
first — the vast majority of seats are sold from the first page 
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of the computer screen, so air- 
lines which do not appear un- 
til other pages tend to lose out. 
But this apparently obvious 
correction of bias has led to the 
ridiculous but predictable situa- 
tion in the US, in which several 
airlines schedule flights at the 
same time so as to appear on the 
same screen-page and avoid los- 
ing bookings — even though for 
air traffic control reasons, if 
three flights are scheduled to fly 
the same route at the same time, 
two of them will be unable to do 
. so. The US Department of Trade 
is now making heavy threats 
against airlines which indulge in 
this sort of deception of their 
customers. 

Another problem, and one which makes regional group- 
ings difficult to form in their early stages, is that some airlines 
use IBM machines and software while others use Unisys 
equipment with various types of software, and the two tech- 
nical routes are not compatible. This, unfortunately, mili- 
tates against the obvious solution to evervone's problems — 
a global CRS with a common standard, which though already 
investigated and judged to be technically feasible would 
mean many airlines throwing away their present systems and 
associated hard-won expertise. 

With governments getting in on the act because accusa- 
tions of bias are now leading to lawsuits between competing 
CRS, and hence to accusations of unfair trade practices and 
even trade restraint on both sides of the Atlantic, the situa- 
tion is likely to remain confused for a long time with the ques- 
tion of a universally acceptable standard — or “neutral bias" 
as it has been termed — unresolved. 

Meanwhile, tremendous resources are being poured into 
sales efforts by the competing systems — Amadeus has 
added Yugoslavia's JAT, Finland's Finnair, French domestic 
carrier Air Inter and Swedish domestic airline Linjeflyg to its 
list of customers, for instance. 

And the anomalies and ironies are also interesting: for in- 
stance, while Air Portugal has signed up with Galileo, the as- 
sociation of Portuguese travel agents has signed up with 
Amadeus. And on the equipment side, both of the hardware 
options and the associated expertise are based in the US, pro- 
ducing the curious prospect of the world's airlines which want 
to avoid US control of their marketing having to go to the US 
to do so. 
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REGULATION 


How not to win 
friends and 


influence people 


A row which has been simmering for two years between 





the US Federal Aviation Administration (FAA) and 

overseas airworthiness authorities, over the right to 
perform maintenance and overhaul work on US-registered 
aircraft, is threatening to develop into one more element of 
what could become a full-fledged trade war this year — large- 
ly because what started as a US review of air safety has be- 
come wrapped into US union concerns and political argu- 
ments about trade protectionism. 

The row was thought to have been largely resolved in Oc- 
tober 1987 when the FAA issued a pro- 
posed change to its rules on overseas 
maintenance — which dated back to 1949 
and whose restrictions on the use of over- 
seas repair agencies had been largely ig- 
nored by the FAA for many years as being 
out of date. But now, US politicians anxi- 
ous to please their constituencies have 
joined in the act, and the result is that pos- 
sible implementation of the new rules is 
being delayed while the situation is discuss- 
ed further. Meanwhile, possible future 
overhaul business is being lost by non-US 
companies, and some US airlines are 
likely to face problems in finding capacity 
at a diminishing number of domestic alter- 
natives. 

The dispute revolves around US Fed- 
eral Aviation Regulation (FAR) Part 145, 
which broadly states that US-registered 
aircraft may be repaired or overhauled at 
an “overseas repair station” approved by 
the FAA, but only in an emergency when 
it is not possible to have the work done in 
the US. This restriction was valid in 1949, 
but as the industry has evolved over the years it has been ig- 
nored as overseas companies became recognised as compe- 
tent and respectable in FA A terms. 

Overseas companies licensed by the FAA as competent, 
and inspected at least once a year but sometimes more, thus 
became able to offer US airlines overhaul facilities at times 
when there was no such capacity available in the US — for in- 
stance, when US centres were fully booked with work, or 
when an urgent fleet-wide modification was deemed neces- 
sary by the FAA. 

The enormous expansion of airline activity, both in great- 
er use of existing aircraft and the acquisition of new aircraft, 
in any case meant that US overhaul centres could not handle 
all the work at peak times, but a then-strong US dollar made 
FA A-certified overseas centres all the more attractive to US 
airlines and much routine maintenance and overhaul work 
drifted — with the FA A's full knowledge and actual or im- 
plied consent — from the US to overseas companies, of 
which there are about 200 licensed by the FA A. Main bene- 
ficiaries of this work were overhaul centres in Europe, Israel 
and the Asia/Pacific region. 

Then in 1984 came worries about a possible erosion of 
maintenance and other air safety standards as a result of the 
US deregulation of its airlines in 1978, and the FA A began to 
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retreat from its relaxed attitude on FAR Part 145 as part of a 
general tightening of airline maintenance standards. 

But the real damage was done by three specific tragedies 
— the crash in the US while on a military charter flight of an 
Arrow Air DC8, on which some overseas maintenance work 
was cited in a long list of contributory factors; the Challenger 
space shuttle disaster, which caused a tremendous loss of 
confidence in US technical standards, and the British Air- 
ways Boeing 737 fire disaster caused by an engine part's fail- 
ure at Manchester, which led to changes in FAA-approved 
repair procedures for the vast number of engines of the same 
model still flying on other aircraft. 

This, as some non-US engineers see it, led to total 
paranoia on the part of FAA and other US officials, who in- 
stigated major inspections of US airlines' engineering stan- 
dards while looking at their own organisation to see if it 
needed beefing up. One area in which it found inadequate 
staffing levels was in the inspection of overseas facilities, so 
noises were made about adding extra staff in various overseas 
offices to monitor compliance with FAA standards — but 
meanwhile, FAR Part 145 itself came under the microscope. 

During this process, teams were sent to audit overseas re- 
pair stations in addition to those which were looking at US 
centres and airlines. Some US airlines — Eastern, Continen- 
tal and American, for instance — were fined millions of d 
lars for violations of FAA maintenan 
and overhaul rules. But the publicity gen* 
erated, aimed at reassuring a nervous and 
by now very safety-conscious public, ig- 
nored the fact that no overseas repair sta- 
tions were similarly castigated — and also 
ignored the fact that, with a few lamenta- 
ble exceptions, the vast majority of the 
violations found on the FAA's home 
ground were clerical, involving poor re- 
cord-keeping. 

The FAA itself has said that standards 
at overseas centres were generally no bet- 
ter or worse than those at US centres, 
which while probably well intended smacks 
of a “not proven" verdict. It also over- 
looks the fact that deregulation in itself 
did not cause an erosion of standards — it 
led to an explosive expansion of aviation 
activity which in turn led to an overloading 
of the entire airline system in the US. 

Thus the overloading of facilities and 
æ | of people has not happened overseas — 
and in any case, the FAA'sown inspectior 
and licensing system was and still is an ef 
fective safeguard, because FAA certification is a badge of re- 
spectability no overseas repair station takes lightly. And 
though it can be rightly argued that overall there is a worldwide 
excess of aircraft maintenance and overhaul capacity, in 
practice this is necessary to cope with sudden modifications, 
damage repairs and changes required by sales of entire fleets 
when airlines shift to a new type —in addition to routine work. 

The big airlines, of course, perform the vast majority of 
work for themselves, and often sell off extra capacity to 
smaller carriers for whom developing such a capability would 
be prohibitively expensive. But when the big airlines have a 
rush job to do, the outside business must be turned away — 
hence the development of independent repair and overhaul 
facilities, who necessarily must sell their expertise wherever 
they can — and who have been competing vigorously with 
each other for US airline business, to the point where about 
one-third of work on US-registered aircraft flying to and 
from the US is performed overseas. 

Reaction to the FAA’s threat of a full reimposition of 
FAR Part 145 from October 1986 was hostile, both in the US 
and outside. The US Regional Airline Association pointed 
out that of the 15 most prevalent aircraft types in US commu- 
ter airline service, 10 were foreign-manufactured. Strict 
adherence to the rules would mean heavy expenses for small 
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airlines which would now have to build up their own overhaul 
capabilities instead of contracting them out overseas, which 
they had done because overhaul of many of the components 
was virtually impossible within the US. 

Further, European airworthiness authorities in particular 
were annoyed by the obvious implication that their overhaul 
centres — licensed by them according to their own rules — 
were not up to the mark, thus casting aspersions on the Euro- 
pean authorities’ standards. Apart from resentment at being 
dictated to by the FAA, the Europeans were also aggravated 
by what they saw as blatant trade protectionism by US au- 
thorities — the Europeans do not have rules which would 
similarly bar their airlines from having maintenance or over- 
haul work performed regularly in the US. 

The net result was that until what was widely assumed to 
be the resolution of the problem with the FAA’s Notice of 
Proposed Rulemaking (NPRM), a bureaucratic device 
aimed at seeking consensus among all parties affected, over- 
Seas repair stations have been forced to seek exemptions 
from FAR Part 145 so as to work on US-registered aircraft. 
US airlines operating foreign-manufactured aircraft can send 
them for regular engineering work to the overseas manufac- 
turers. 

But this has solved only part of the problem. Independent 

üneering firms such as Bedek in Israel, Caledonian Air- 

_ tive in Britain and Hongkong Aircraft 
Engineering Co. (Haeco), plus many 
others, since 1986 have had to seek 
exemptions at 90 days' notice. This makes 
nonsense of attempts by airlines to plan 
maintenance periods into fleet schedules 
— applications by specific airlines for 
exemptions for specific work are dealt 
with relatively fast, but more general ap- 
plications which would grant an airline 
flexibility take far longer. And what if, on 
day 87 of the notice period, the exemption 
is denied, for whatever reason? 

The NPRM issued by the FAA was, 
after many requests for clarification, 
broadly welcomed by European and other 
officials as a sensible way out of the whole 
affair. It gave six months for interested 
parties to make their comments, and 
seemed to be a step forward in a gradual 
process which, it is hoped, will lead to 
bilateral agreements which will bring 
about mutual recognition of engineering 
fecilities. At present, the only country 

ith such a bilateral agreement with the 
vS is Canada — which also has similar agreements covering 
maintenance with countries in Europe — and this is a factor 
which Canadian overhaul companies have been able to use to 
great advantage in canvassing for US airlines’ business. 


which was blatantly protectionist — it said that an 
Overseas repair station could perform work on US- 
registered aircraft operated wholly or partly outside the US 
and which passed through the repair station’s base. In 
Haeco’s case, this made it legal to work on, say, United Air- 
lines’ Boeing 747s but not on its Lockheed TriStars — so this 
obviously meant that reapplication of the rule was not an air- 
worthiness or air safety issue. The NPRM seeks to remove 
this restriction, but protectionism is not so easily killed. 
One of the causes of the NPRM's implementation being 
delayed is Rep. Norman Mineta, chairman of the House 
aviation subcommittee, who has been attempting to stop the 
NPRM going forward until he can express concern about 
liberalising this section of it. In one draft of his thoughts he 
went so far as to refer to “cultural differences on the import- 
ance of safety," though there is some doubt about whether he 
really wants to stop the NPRM or is merely putting on a show 
for US unions. 


A written, the old FAR Part 145 contained a section 
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Other congressmen have also been trying to get in on the 
act, with the result that a final ruling on the status of overseas 
repair stations, originally scheduled for 1 June this year, has 
been postponed to 1 October — so far. As one engineer 
told the REVIEW: “The FAA is going in the direction 
everyone wanted, but now the politicos are getting in the 
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way. 
The affair is now also attracting attention in diplomatic 
and trade circles, with pressure being brought to bear by the 
British Board of Trade and by the European Economic Com- 
munity on the US State Department. Among the obvious 
points being made is that the US could emerge as the main 
loser in an aviation trade war if its politicians persist with a 
"Fortress America" outlook — overhaul business now 
placed in the US by foreign carriers would be shifted over- 
seas, US airlines would be forced to cut capacity while air- 
craft awaited slots in US overhaul bases, and the entire mat- 
ter could become embroiled in the larger trade row involving 
the financing of European and US civil aircraft manufactur- 
ers. 

Israel has so far made the most noise about it, and so by 
default is carrying the banner for all the other countries — 
though despite the fact that the Orient Airlines' Association, 
Haeco and others have hired Washington 
lawyers to lobby for them, they are all 
competitors and so are not strictly united 
in their opposition to the present situation 
because each wants to be the first to gain 
general exemptions to the rules. 

Herein lies another problem with the 
US: to take one example, Haeco applied 
for a blanket exemption from FAR Part 
145 in February 1987, but except for an 
acknowledgment of its receipt it has re- 
ceived no official reply, despite repeated 
inquiries by letter and telex. At various 
times in the past, Pan Am, TWA, Flying 
Tiger, Northwest and other US carriers 
have sent aircraft to Haeco for major 
work, thus demonstrating need because, 
according to a Haeco official: *They could 
not get what they wanted when they 
wanted it in the US." 

The spoils being fought over are dif- 
ficult to quantify because of the interna- 
tional nature of the aviation business — 
raw inputs to one country's overhaul 
centre by a US airline must be offset 
against that country's airline sending specialist repair work to 
the US. But as an indication of the worldwide scale of the 
market, in 1985 maintenance and overhaul expenses for the 
scheduled airlines of the International Civil Aviation Organi- 
sation's member states amounted to about 10% of their 
operating costs — or about US$10.8 billion. 

It is therefore easy to understand the non-US attitude 
rapidly developing — that the US body politic, in its Fortress 
America and election run-up gyrations, is now stepping on 
delicate parts of its own and everyone else's body corporate. 
Also, that it is fatuous for the FAA in effect to have declared 
that all overseas repair stations were in some way suspect 
while all US equivalents were, for the time being, acceptable. 
Taken to extremes, it would have been more logical for other 
countries to react to the FA A's fining US airlines for viola- 
tions by banning those US-registered, FA A-controlled air- 
lines from their airports — because the FAA had in effect de- 
clared them to be operating unsafely — pending those other 
countries' own white-glove inspections of them. 

It is also easy to see why the opinion has developed that 
the entire exercise is now totally divorced from air safety, the 
banner of which is being waved energetically to disguise ap- 
peasement of US unions via restraint of trade — and so to win 
votes. Ci 
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TRAVELLING 


Positive response 
to problem of 
aircrew fatigue 


ne of the consequences of the opening up of travel 
O markets is that more and more people have become 

familiar with that bane of travellers, jet lag — the terri- 
ble feeling of lassitude, inability to concentrate and even 
light-headedness and vertigo in addition to ordinary fatigue 
caused by any long flight. 

And while jet lag’s effect is bad enough for passengers 
who may want to try to hurl themselves into business meet- 
ings or sightseeing trips shortly after arrival in a new time 
zone, much publicity — some of it misleading — has been 
generated in recent years 
about aircrew fatigue, with 
various pilots alleging that 
one, two or even all three 
crewmembers in their cock- 
pits have fallen asleep dur- 
ing long flights, in some 
cases thus leaving the au- 
tomatic pilot in sole charge 
of an aircraft. 

In truth, jet lag is only 
part of the aircrew fati- 
gue problem, and each air- 
line must adhere to strict 
rules laid down about air- 
crew working hours by 
regulatory authorities in 
each country — there are 
minor variations, but these 
rules are broadly similar 
and outline mandatory rest a 
times following various å ka 
numbers of hours spent on 
duty. 

The bigger problem for aircrew is displacement of their 
working hours before they even start a trip, because many 
long-distance flights take off late in the evening. Thus, as one 
British pilot put it, a pilot who has had several days off after a 
previous trip wakes up at his normal time of 7-8 a.m. on the 
morning of his day of departure. Because he knows he will be 
starting another trip that night, he tries to stay in bed until, 
say, 10 a.m. despite noise in the house from family members 
beginning their day. 

After a light brunch, he may start to set up his baggage 
and flight manuals for the trip, looking at the manuals to re- 
fresh his memory of some technical details. In the afternoon, 
perhaps a nap before getting ready to leave home for the air- 
port at, say, 7 p.m., arriving and checking in at the flight op- 
erations office at 9 p.m. for an 11 p.m. departure on a 12-13 
hour flight. 

Even with all the rest accumulated during the day, most of 
which can be only light sleep at best, he is bound to feel tired 
at some point during the long flight because his working day 
has been displaced from his body’s normal cycle, and no 
amount of adjustment of that cycle beforehand can be ex- 
pected to bring him back to 100% “daytime normal.” 

For the longer Europe-US West Coast and trans-Pacific 
non-stop flights of more than about eight hours, most airlines 
carry two extra crew so that the total of five cockpit crew can 
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Airliner crew: trouble with time Zones. 





get some rest in shifts during the trip. Aircraft manufactur- 
ers, who previously installed crew bunks on specific demand, 
are now offering crew rest centres with several bunks and 
seats, for instance in the Boeing 747-400 above the cabin roof 
near the back of the aircraft, and in the future Airbus Indus- 
trie A340 below the main deck in a large container converted 
into a crew rest centre. 

But even with periods of rest, the situation is far from 
ideal — aircrew talk of needing two days of their time off to 
recover from, say, a 13-hour trip from the US West Coast to 
Asia, time which is thus only rest and not recreation. And the 
time when fatigue really starts to hit is towards the end of the 
trip, often before a night landing and just at the time fuel cal- 
culations must be undertaken to see if the flight can be truly 
non-stop or if headwinds will require an unexpected refuel- 
ling stop. 

For managements, it is sometimes difficult to know whe- 
ther such complaints by crews are genuine air-safety prob- 
lems which need to be resolved, or whether they merely rep- 
resent well-paid and generally well-treated individuals be- 
moaning their lot in ways which might be seized on by unions 
seeking extra benefits for their members. But airlines natur- 
ally tend to play it safe, and have generally responded to 
complaints about crew fatigue in positive ways. 

Much research has been done into crew fatigue, with d« 
tors flying in the cockpit . 
Observe crew performance 
over time. One European 
airline discovered that using 
one crew to fly a long trip 
from the US and then a 
short sector in Europe re- 
sulted in severe degradation 
of alertness during the sec- 
ond sector — crew forget- 
ting new radio frequencies 
just given to them by air 
traffic controllers, and hav- 
ing to ask for repeats, set- 
ting wrong frequencies and 
taking too long to spot the 
mistakes, and the like. The 
answer: shift the crew- 
change destination to the 
end of the long sector. 

Flights between Asia 
and Europe, which tend to 
transit the Gulf or the Sub- 
continent in the middle of 
the local night, can be even worse, with new crews taking ove 
flights at 2-3 a.m. The only answer airlines have found is fc... 
crews to try to stay in their “home” time zone for long trips - 
and to bring them back as quickly as possible, thus avoiding 
their bodies becoming confused by adjusting to local time. 
This is not always possible, depending on flight frequencies 
and route patterns, but the alternative is more expensive and 
longer crew-rest intervals at so-called crew slip stations. 

Whether the rules about crew-rest times are too tight is a 
debate which is likely to continue for ever, because it is un- 
likely that rules can be constructed which will satisfy 
everyone. To some extent, aircrews become used to working 
at odd hours, and commercial constraints plus airport limits 
on departure times make some time-displacements inevita- 
ble. 

But there are signs that, in health terms, younger crews 
stand up to long, non-stop flying better than their middle- 
aged seniors, which runs contrary to the usual airline senior- 
ity system. Although the statistical sample is still small, early 
figures assembled by one European carrier seem to indicate 
that spending years operating fast, non-stop flights with large 
time-zone changes leads to earlier deaths among aircrew — 
an average of 63 years — than among aircrew on other types 
of flying, who reach an average of 68 years. 

Airlines in general find that it is in their interests to try to 
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accommodate crews’ lifestyle needs in terms of crew rest be- 
cause this boosts morale and increases productivity — for in- 
stance, in some cases permitting crews to choose between 
long-distance or short and medium-haul flights for much of 
their careers when staffing needs allow this. 

But trying to find a universal answer to jet lag and flight- 
induced fatigue is probably impossible, because individual 
reactions to both are so varied. However, aircrew have a tre- 
mendous advantage over many passengers in this respect — 
they cannot drink alcohol either during or for about 12 hours 
before a flight. Alcohol’s effects increase with altitude be- 
cause of a decrease in oxygen levels in the blood at a stan- 
dard cabin altitude of about 5,000 ft, depending on an indi- 
| vidual's age. Smoking reduces the blood-oxygen level still 
further. 

The air in aircraft cabins is very dry — sometimes humi- 
dity can drop to as low as 3%, while a level more in line with 
personal comfort would be about 35-40%. But rehumidify- 
ing air even up to 25% takes about 200 litres of water an 


THE FUTURE 


Supersonic boom 
...Oran 
economic bust? 


| s it a bird? Is it a plane? Is it a comic strip come true? Or 











is the Orient Express hypersonic transport just a paper 
dream which will shortly crash into the nearest waste- 
paper basket? 

As described by US President Ronald Reagan in Feb- 
ruary 1986, an Orient Express which will accelerate to 25 
times the speed of sound, reach low earth orbit and/or fly 
from Washington to Tokyo in two hours or less before the 
year 2000 is certainly just a dream. His message was rushed 
out in the wake of the Challenger space shuttle disaster in an 
attempt to restore badly jolted confidence in US technology 
and to underpin lines of research involved with the US 
Strategic Defence Initiative (SDI) — otherwise known as 
Star Wars technology. 

It is not the first time that political or corporate public-re- 
lations hype has either overtaken or completely misun- 
derstood technology. However, though Reagan's speech- 
writers were wrong on specifics of speed, height, flight time, 
probable departure point and year of entry to service, the 
general direction of their thinking was right. 

Given current levels of technology and expected progress, 
it will be possible for a supersonic or hypersonic passenger 
transport to fly between the US West Coast and Tokyo in 
about four hours by about 2015-2020. And today's technical 
realities can change: given faster research and development 
progress than expected, the date could perhaps be pulled 
back to 2010-2015. 

One possible reason for such confusion about hypersonic 
passenger aircraft stems from the different motives of the 
various proponents in the US, where Boeing, McDonnell 
Douglas and Lockheed in particular have all been studying 
such projects for commercial airliners, but where govern- 
ment agencies have been more concerned with possible mili- 
tary applications. 

In 1985, White House presidential scientific advisers set 
three goals for aeronautical research: new subsonic trans- 
ports, supersonic (SST) and hypersonic (HST) com- 
mercial transports and trans-atmospheric or aerospace 
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hour in a Boeing 747, requiring an uplift of two tonnes of 
water for a 10-hour trip — far too expensive for airlines 
because the extra weight bites into possible payload or fuel 
carried. 

Thus dehydration and lower oxygen levels combine to re- 
duce one's well-being in flight, causing fatigue. Soft drinks or 
water are the partial answer, and eating only light meals also 
helps, despite most airlines’ best efforts at making passengers 
eat a substantial meal on each sector. 


by the pineal gland in the brain has been found to be a 
key to the body's circadian rhythm, the 24-hour cycle 
which apart from sleep and wakefulness also regulates vari- 
ous automatic functions such as body temperature — which 
decreases during the body's perceived nighttime — sleepi- 
ness, hunger and bowel functions. Melatonin concentration 
increases several times at night, and is responsible for fatigue 
and decreased alertness and performance during those hours. 
Tests have shown that a shift of only two hours in time 
zone requires a minimum of 24 hours in the new zone before 


A to jet lag itself, secretion of the hormone melatonin 








aircraft. The third has 
evolved into the X30 
National Aerospace 
Plane, vital to the Star 
Wars project as a re-us- 
able launcher which 
could be operated like 
an aircraft and thus 
cut satellite launching 
costs. 

But even the X30's 
evolution covers a mix- 
ture of possible specifi- 
cations for different 
SDI, air force and navy 
missions, and the US 
Defence Advanced Re- 
search Projects Agency 
suggested a combined 
programme to take in 
all the different re- 
quirements and thus 
obtain adequate fund- 
ing, and further 
suggested that this research could spin off to help the HST. 

But it is now recognised that only about 5*6 of the r 
search could benefit commercial applications — the HS 
would not reach more than five or six times the speed o: 
sound (Mach 5-6), while the X30 would have to accelerate 
through this on its way to Mach 12 on its way into orbit. Mat- 
erials, engines and fuels would be different, and more impor- 
tantly the HST would have to be shown to have a long com- 
mercial life to be economically viable, something which is not 
such a priority with the X30. 

US Government funding for HST research was set at 
US$9 million for a three-phase study coordinated by the Na- 
tional Aeronautics and Space Administration with major US 
manufacturers and produced agreement between them on 
major aspects but different proposed aircraft. It was agreed 
that a Mach 2-5 aircraft using conventional fuel and with a 
range of 6,500 nmi could be in service by the year 2000. It was 
also agreed that a Mach 5-plus aircraft could not be in service 
before 2000-2010, mostly because of high costs, logistics 
problems with new fuels and environmental concerns such as 
the sonic boom. 

And while McDonnell Douglas has come up with a pro- 
posed Mach 5 HST to carry up to 300 people, Lockheed in late 
1986 felt that Mach 2.7 and 250 seats offered better pros- 
pects, while Boeing's research indicated that somewhere 
TÉ Mach 3 and 400 seats were realistic targets for 2000- 
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the body adjusts to its new schedule, but this is only an aver- 
age number, and does not take into account that adjustment 
is about 20% faster after a westbound flight than after an 
eastbound shift — the body can adjust to what seems a longer 


. day and night cycle more easily than to what feels like a short- 


er cycle at the end of a flight. 

As a result of such tests, the International Civil Aviation 
Organisation has drawn up a formula from which minimum 
recovery times can be calculated — showing, for instance, 
that a 4 p.m. departure from Los Angeles on a 12-hour flight 
to Europe, arriving about 11 a.m. the next day, requires a 
minimum rest time of 2.2 days, according to airline calcula- 
tions. For a businessman in a hurry this is impossible — even 
though it is keyed to the fact that the body’s initial resyn- 
chronisation with a new time zone is fast, but then slows 
down to the point where complete recovery after a 12-hour 
time-zone change takes more than 12 days. 

Three ways to minimise jet lag have been found, none en- 
tirely satisfactory. First is the system used by former US presi- 
dent Lyndon Johnson, which is to stick to the home time zone 
regardless of being out of phase with the new day and night — 


Airline reaction to 
the proposals, while far 
from negative about the 
ideas in principle, has 
been extremely cautious 
on the few specifics 
available. Lufthansa in 
particular made a detail- 
ed study in 1986-87 as 
various of the proposals 
became known, and in- 
stead of using the “top- 
down” approach of be- 
coming excited about 
new technology and then 
searching for markets in 
which to use it, the com- 
pany took a very hard- 
headed “bottom-up” 
line to examine its own 
market projections and 
routes and scale them 
up to worldwide levels, 
and then to see if the 
SSTand HST would offer any advantages over subsonic aircraft. 

Lufthansa took as its baseline a 300-seat aircraft operating 

th an average 66% load factor or 200 seats filled, an aver- 
age flight distance of 4,200 nmi and two different speeds for 
comparison — Mach 5 and Mach 2.7, which provided flying 
times of one-and-a-half hours and three hours respectively. It 
also assumed that supersonic flight over land would have to 
be permitted, because otherwise flight times would be longer 
and costs higher. 

Range requirement was set at 8,800 nmi for Australia- 
Europe non-stop services, about the same distance as for US 
East Coast-Australia flights, though the airline said studies 
were needed on whether less range could be sufficient. 

Some negative results quickly became apparent: the sav- 
ing of travel time between Mach 5 and Mach 2.7-3 was not so 
great as to be important as a marketing edge given the greater 
technological jump to a Mach 5 aircraft, and a very high “cap- 
ture rate" of first and business class passengers would be 
necessary and would mean replacing many established sub- 
sonic non-stop flights. Raiding subsonic full-fare markets in 
this way would also render some subsonic flights uneconomic 
at present economy-class fare levels. 

Also, scaling up Lufthansa's own requirements would 
lead to at most only some 136-170 Mach 2.7 aircraft being re- 
quired worldwide by the year 2005, or only 85-106 HSTs. A 
less optimistic view of passenger figures produced a total 
world market of 92-115 SSTs and 55-69 HSTs. Assuming 5% 
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this works only for very short trips, and results in inconvenience. 

Second is the Henry Kissinger method, which is to adapt 
to the new time zone before the trip starts by changing one's 
daily rhythm by an hour each day — which obviously disrupts 
one's pre-departure routine. Third is to use tranquilisers or 
“hypnotic” drugs prescribed by one's doctor to induce sleep 
at the right time at the destination, but this raises questions 
about possible drug abuse and dependence, and problems 
with effects of these drugs when combined with alcohol or 
various types of medication — so this method should only be 
undertaken in consultation with one’s doctor. 

One possible ray of hope is being offered by research into 
giving melatonin as a pill to induce a more natural form of 
Sleep after arrival, but work is still being done on dosages, 
side-effects and other aspects of the hormone — so it will be 
some time before what looks like the best solution yet de- 
vised becomes available. Until it does, the only complete 
solution to the jet lag problem, as one airline man com- 
mented, is to go by boat. o 


annual growth in the number of passengers, there would be a 
production demand beyond these figures of about three to 
eight aircraft a year — which would be hard to justify 
economically. 

Among other potential problems, Lufthansa’s study em- 
phasised that infrastructure already in place or planned for 
today’s airports should be sufficient for the SST or HST to 
avoid massive reinvestment — something recognised in the 
manufacturers’ studies, but which argues against the use of 
exotic fuels such as liquefied natural gas or hydrogen, which 
would otherwise have to be supplied in addition to the stan- 
dard fuel available for subsonic aircraft. 

Maintenance, turnaround and ground-handling were also 
potential problem areas — there is not much point in having 
an SST or HST if it must be handled with extreme delicacy by 
a small, elite group of scientists instead of by an interchange- 
able, normally trained ramp team of mechanics, or if the bag- 
gage-handlers have to use oven gloves to open the holds be- 
cause the aircraft’s skin is still hot enough to fry an egg after 
high-speed flight. 

On the economic side, Lufthansa assumed that an SST 
would cost twice as much and an HST four times as much to 
buy as a Boeing 747, with maintenance costs at the same 
ratios. Assuming full aircraft, and making a series of other as- 
sumptions about fuel costs, utilisation and other items, the 
SST could be only 10% more economically productive than 
the 747, while the HST could be more than twice as produc- 
tive. 

In summary, Lufthansa’s study showed that the HST 
could be a better economic proposition than the SST, but the 
benefits over subsonic aircraft were dubious and small total 
numbers of aircraft required meant not only higher unit costs 
of acquisition but also the prospect of technical and even ope- 
rational cooperation between airlines — something which 
would need clearance from US anti-trust authorities. 

Some form of SST or HST will undoubtedly enter airline 
service at some point — the desire for faster travel has always 
existed, and will not just disappear. The problem is to deve- 
lop new technology to the point at which it not only works but 
is reliable enough to perform on demand with levels of safety 
at least as good as today’s and within reasonable economic 
limits. 

The research is well under way, but much work has still to 
be done and public-relations hype should not be allowed to 
obscure the very real progress which is being made. And the 
advertising consultants for Singapore Airlines, who have 
produced a TV commercial saying that the airline’s biggest 
worry with the HST will be how to give the passengers’ wine 
sufficient time to breathe before being served, should relax. 
By the time an HST is ready to enter service, technology will 
probably have solved this problem as well. Oo 
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An epic goes electronic 
and India gets hooked 


By Jagdish Bhatia in New Delhi 


E or the past several months, India has 
been in the grip of a vast epic-demic 
which strikes every Sunday morning, af- 
fecting an estimated 40 million people. 
The infection, that cuts across barriers 
of age, class and creed, is director 
Ramanand Saqar’s TV serialisation of 
the Ramayan, the Indian epic composed 
by the Sanskrit poet Valmiki in 300 BC 
and later popularised in Hindi by the 
16th-century poet Tulsidas. 

The televised Ramayan, a project 
nurtured by Sagar for over 20 years, re- 
presents an only too successful effort to 
package the emotional appeal of a re- 
ligious myth in the trappings of an 
emerging electronic age consumer cul- 
ture. For 45 minutes every Sunday, a 
nation is mesmerised as an ancient 
legend comes to life on the contempo- 
rary icon of the TV screen, the ageless 
battle between good and evil heralded 
by a salvo of commercials advertising 
synthetic fabrics and detergents, con- 
venience foods and electric gadgets. 


Young and old, Hindus and non- 
Hindus, urban professionals and illiter- 
ate villagers watch spellbound as the 
familiar saga unfolds: Prince Rama, 
avatar of Vishnu and exemplar of moral 
righteousness, is banished from 
Ayodhya into a 14-year exile in the 
forest with his wife Sita and his brother 
Lakshman; Sita is abducted by the 
demon king Ravana and taken to his 
opulent palace, Lanka. Rama, with the 
help of the monkey god Hanuman, res- 
cues Sita who passes the ordeal of fire to 
prove her purity; returning to Ayodhya 
to be coronated, Rama is constrained by 
moral principle to disown Sita though 
he is convinced of her innocence. 

Although films based on mythologi- 
cal themes have been made before in 
India — most notably perhaps by actor- 
turned-politician N. T. Rama Rao, 
chief minister of Andhra Pradesh, and 
the late MGR, chief minister of Tamil 
Nadu — the televised Ramayan repre- 
sents a new milestone of popular cul- 


Celluloid hero who became 
a state’s leading man 


By Sam Rajappa in Madras 


arudur Gopatamenon Ramachan- 

dran, a non-Tamil who ruled Tamil 
Nadu for 10 years like a medieval poten- 
tate until he died on 24 December at the 
age of 70, was one of the most extra- 
ordinary phenomena in modern Indian 
history. More than 2.5 million people 
from all over the state turned up in Mad- 
ras to pay homage to a person whom 
they had come to regard as a Superman. 

The people seemed pulled more by 
some gravitational force than by any 
compelling sense of grief. More than 50 
people, including a 12-year-old school 
girl, committed suicide either by self- 
immolation, hanging or consuming poi- 
son. A few died of heart attacks as a 
pall of gloom enveloped the state on 
that Christmas Eve when news spread 
of the death of MGR. 

For the 4 million-odd people of the 
metropolitan city of Madras, it was a 
terrifying experience. Law and order 
seemed to have died with MGR, at least 
until his body, encased in a sandalwood 
coffin, was lowered into his grave on the 
Marina Beach, next to that of his men- 


* tor, C. N. Annadurai, on Christmas Day. 
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MGR: a Superman of the 





As mourners filed past his body, laid 
out at Rajaji Hall, which during the 
British Raj had served as a gubernato- 
rial banquet hall, the situation in the city 
deteriorated with thugs and vandals 
ransacking shops, looting whatever they 
could lay their hands on, and breaking 
everything that was breakable. 

A bronze statue of the Dravida Mun- 
netra Kazhagam (DMK) leader, M. 
Karunanidhi, on the busy Mount Road 
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Govil as Rama: venerated. 





ture. By far the most avidly watched "~ 
dian TV serial ever made, the progr: 

me has become an epic moneyspinner 
earning Doordarshan, the state- 
owned TV network, Rs 10 million 
(US$766,283) a month in advertising 
revenue, a tenth of its total. 

But the latter-day Ramayan has 
done much more than mint money; it 
has created its own legends. Director 
Sagar has been hailed as a modern Val- 
miki, a mass media messiah revealing 


barely 200 m from Rajaji Hall, was 
smashed. There were more instances of 
drunkenness in Madras on that Christ- 
mas Eve than ever before in this 300- 
year-old city. Liquor shops became the 
prime target of vandals. Although the 
situation in New Delhi was much worse 
when Indira Gandhi 
was assassinated, at 
least her funeral was 
conducted with great 
dignity and decorur 
MGR’s funeral tur. 
ed into a festival. 

MGR came from 
very humble origins. 
Born in Kandy, Sri 
Lanka, in 1917 (offi- 
cially at least), he had 
to quit school after 
the third form in 
order to support his 
family — by taking bit 
parts in productions 
by a touring theatrical 
troupe. A sense of the dramatic was 
probably inculcated in him early on, as 
was shown in later years. His efforts 
brought him to the glamorous world of 
films where he worked hard to maintain 
the hero image he had created. 

In 1967 MGR entered politics when 
he was recruited into the DMK by 
Annadurai. But while he was hailing the 
latter as his mentor, he was saying that 
the late Kamaraj of the Congress party 
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spiritual truths to millions of 
viewers. Arun Govil and Dipika 
Chikhlia who play Rama and 
Sita are venerated as living 
deities and recently a crowd of 
40,000, including several gov- 
ernment ministers, collected in 
Jaipur to catch a glimpse of 
them. However, they failed to 
turn up. In an interview, Govil 
said that strangers often accost 
him to touch his feet in rever- 
ence, and confessed that he had 
given up smoking so as not to 
compromise his screen image, 
adding “I feel like an animal in 
the zoo." 


| many households incense 
sticks and votive lamps are lit 
in front of the TV set when the 
programme is telecast. A large 
number of shopkeepers, traders 
and self-employed people have 
changed their working hours so 
iot to miss the serial, which is viewed 

, many as a religious observance. The 
Ramayan has ruled out Sunday morning 
socialising, and a bride in Chandigarh is 
said to have kept her wedding guests 
anxiously waiting until her weekly ren- 
dezvous with Rama was over. During the 
Reliance World Cup cricket final in Cal- 
cutta, Australian batsman David Boon 
was egged on by spectators chanting 
"Bali, Bali," referring to a sequence in 


was his ultimate leader. This duality 
found expression in all he had said and 
done. He proclaimed himself a staunch 
nationalist even while being the lead- 
ing player in the Dravidian move- 
ment which set in a trend of separatism 
unmatched until the Sikhs raised their 
heads for Khalistan. His histrionics and 
antics on screen swayed an uncritical 
public. 

Having tasted the heady sense of 

ulation, MGR slowly built up his per- 

nal stock while in the DMK. He 
created the image of an action hero who 
used his fists more than his tongue. He 
showed the masses through his films the 
importance of fighting to help them- 
selves. When he became chief minister 
of Tamil Nadu, he asked his party men 
to carry knives for self-protection. 


O n screen MGR was the typical man 
of the Tamil Nadu lower classes. He 
took the parts of rickshaw-puller, taxi 
driver, fisherman, farmer and so on. 
And in all these films, the moral charac- 
ter of the hero remained unchanged. 
Always facing social opposition, he was 
honest and hardworking. Thus, he in- 
vited the masses to identify with him. 
And when people found the hero over- 
coming the same social problems they 
faced in real life, their attachment to 
MGR became very real and personal. 
MGR never championed any cause 
in his films that could hurt the feelings of 





Crowd scene: ancient legend comes to life. 
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the Ramayan in which a character of that 
name challenges his brother to combat. 

However, Doordarshan’s version of 
the Ramayan has its detractors as well as 
its devotees, and the public debate rag- 
ing between the two often resembles 
one of the serial’s many battle scenes 
depicting heroes and ogres locked in 
combat — except that in the real-life 
battle it is not always easy to make out 
which is which. A number of critics have 


any social group or community. He did 
not, however, hesitate to use the me- 
dium to attack Karunanidhi, who be- 
came his political enemy after the DMK 
split in 1972. He devoted a whole film, 
Mumnadu, to castigating Karunanidhi's 
DMK government. But he never sought 
to mobilise public opinion against social 
injustices. Nevertheless, people began 
to think the person they wanted as their 
leader was not someone like MGR, but 
MGR himself. 

Having endured hunger, poverty 
and squalor in his boyhood, MGR knew 
how to identify with the have-nots. 
When he parted company with the 
DMK and launched his All-India 
Anna Dravida Munnetra Kazhagam 
(AIADMK) in 1972, the established 
politicians failed to grasp the implica- 
tions of the move. Within five years, the 
party was voted to power in the state, 
solely on the popularity and personal 
image of MGR. 

He soon proved that he was as 
shrewd a politician as he was a success- 
ful film star by winning the subsequent 
state assembly elections in 1980 and 
1984, the last one from his hospital bed 
in Brooklyn, New York, where he was 
undergoing a kidney transplant. As 
chief minister, he tried to bring his film 
image to life. Feeding poor school child- 
ren and the aged, distributing clothes 
and caring for the destitute, he earned 
from the masses an affection bordering 





lamented the “trivialisation” and “vul- 
garisation” of a great epic and its reduc- 
tion to the level of a Hindi film ex- 
travaganza complete with garish sets, 
ham acting and sententious moralising. 
Others argue that the state-run media of 
an avowedly secular society should not 
be converted into a platform for a parti- 
cular religion. 

Leaders of minority communities 
seem divided on this point. Even as 


on worship. But in terms of economic 
development, Tamil Nadu slid down a 
slippery slope under his decade of 
stewardship. 

As MGR became ever more popu- 
lar, he began distancing himself from 
the public. He considered himself a re- 
pository of all that was good and con- 
solidated his following by publicised 
philanthrophy. In the people’s eyes he 
was a god, and consequently he became 
more autocratic. Increasingly, he re- 
ceded behind his dark glasses and make- 
up, hiding his age. He shunned the press 
and prevented his ministers and officials 
from meeting journalists. 

Although his speech was seriously 
impaired following a stroke three years 
ago, and his health was deteriorating, 
MGR never thought of stepping down 
Or nominating a successor. It had 
been his long-cherished wish to die in 
office. 

But his legacy could not endure. 
Cracks appeared in the structure of the 
AIADMK even as his body was being 
placed on a gun carriage for its final 
journey. Jayalalitha, who had co-star- 
red with him in several films, and whom 
he had groomed as his political heir, was 
abused and kicked in full view of the 
public. The monolith the AIADMK 
had been during the past 15 years, crum- 
bled with the death of MGR, its found- 
er-leader, the likes of whom we may 
never see again. Oo 
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The saint and the temptress: a scene from the Ramayan. 
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The army marches on 


The Chinese Army after Mao by Ellis Joffe. Harvard University Press. No price 


given. 


he People’s Liberation Army even 

today remains one of the most inac- 
cessible institutions in China. This is 
further compounded by the problem 
that in real terms we know a ridiculously 
small percentage of uniformed mem- 
bers of the PLA and those we do know 
are those the Chinese want us to know. 
All of this contributes to making PLA 
watching very much a tea-leaf reading 
exercise and tea-leaf reading is very 
much of a subjective undertaking. 

Having said that, Prof. Ellis Joffe’s 
book is recommended reading for any- 
one remotely interested in the develop- 
ment of the PLA in the post Mao 
Zedong era. The book is not only, in the 
popular parlance, a good read, it is an 
extremely informative, accurate, and 
current overview of the transformations 
taking place within the PLA today. 

Joffe chronicles the "transforma- 
tion” of the PLA from its decline as a 
professional fighting force during the 
Maoist era to its “rebirth” as a more 
professional, but not yet modernised 
fighting force, professionalism and 
modernisation being two related but 
distinctly different phenomena. 

The central thesis of the work is that 
the Maoist years were a disaster for a 
PLA that had begun to modernise dur- 
ing the 1950s under Soviet tutelage. 
Specifically, as Joffe demonstrates, the 
Maoist legacy to the PLA was the large- 
ly defensive strategy of “People’s War,” 
a debilitating interlude as the political 
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policeman of the Cultural Revolution, 
and absolute havoc for the technologi- 
cal and organisational aspects of the 
Chinese military institution. 

Deng and his colleagues have tried to 
recast the PLA in a more traditional 
military role attempting at the same 
time to lessen the degree of its political 
influence. Furthermore, the new politi- 
cal leaders have redefined China’s role 
in the world in a way which differs sig- 
nificantly from that espoused by Mao. 
With a redefined “view of the world” 
naturally comes the suggestion of a new 
strategy, “People’s War under Modern 
Conditions,” the thrust of which is to 
enable China’s main forces to fight a 
conventional war against a conventional 
invasion on traditional terms without 
having to resort to mass mobilisation. 

The first half of the book is devoted 
to how the PLA passed from Mao to 
Deng and the latter half to how the PLA 
is being rebuilt upon the shambles of the 
Maoist era. Joffe documents Chinese 
efforts to build an arms export industry, 
while modernising the PLA’s stock of 
material. He also addresses the PLA’s 
new officer education programme, or- 
ganisational streamlining and force re- 
ductions. 

Joffe comments that the modernisa- 
tion of the PLA has given the Chinese 
more confidence vis-a-vis the Soviet 
Union. In fact, the easing of Sino-Soviet 
relations started on the Chinese side in 
1981, before the PLA modernisation 


Syed Shahabuddin, the firebrand Mus- 
lim MP, was accusing the serial of *pam- 
pering the religious ethos of the ma- 
jority community," the Imam of 
Ahmedabad's Jama Masjid claimed the 
programme was “the most popular 
among Muslims” and saluted the “great 
humanitarian . . . values of this epic 
which enhances the unity of the coun- 
try." While praising the Ramayan, a 
Sikh leader pointed out that the serial 
highlights *something the government 
must take note of, that religion and poli- 
tics are inseparable," a loaded proposi- 
tion in the context of the continuing tur- 
moil in Punjab. 

But the fiercest battles over the 
Ramayan have been fought by feminists 
and their opponents, many of whom are 
women. A number of viewers have ob- 
jected to scenes showing Sita, the ideal 
of the devoted Indian wife, wiping her 
husband's feet with her sari and putting 


programme really began, and even by 
Joffe's standards military modernisa- 
tion has only been moderately success- 
ful. 

It is very questionable therefore if 
modernisation did very much to make 
the Chinese feel any more at ease ap- 
ropos their military imbalance with the 
Soviets. It could also be argued that the 
Chinese realise that the PLA is less than 
modern, especially when contrasted 
with Soviet forces, and that reducing 
tension with the Soviets is the only hope 
of attaining security on China's north- 
ern border and a concomitant period 
of relative peace in which to modern- 
ise. 
There is the tendency to view the 
PLA in terms of some Western armies. 
Admittedly the Chinese are examining 
in considerable detail various aspects | 
Western tactical approaches, but the __ 
remain fundamentally an army built 
along the lines of the Soviet army with 
very clear Chinese overtones. 


|^ conventional strategic terms, it is 
probable that the Chinese find the West 
to be singularly simplistic. Additionally, 
there is a tendency for the armies of de- 
veloping nations to be “multi-dimen- 
sional," that is to say that they are more 
often than not engaged in the political, 
economic, and developmental sectors 
of society. This is particularly true in the 
case of the PLA, and though such “non- 
military" participation may be lessened, 
it is doubtful that it will vanish al- 
together. Professionalism is a relative 
term, and professionalism within the 
context of the PLA may differ substan- 
tially from that of the PLA's Western 
counterparts. 

Joffe notes the extensive emphasis 
on officer education in the PLA. How- 
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the dust from his footsteps into the part- 
ing of her hair. It has been argued that 
Doordarshan’s depiction of such female 
subservience is tantamount to endors- 
ing the continuing subjugation of Indian 
women, a culmination of which was the 
recent incident of sati in Rajasthan. 

In retort it has been pointed out, 
equally forcefully, that the practices 
shown in the serial were prevalent at the 
time and that authenticity of tradition 
cannot be tailored to suit the Western 
import of a liberal conscience. How- 
ever, the serial’s conformity with period 
detail has also been questioned by those 
who rue the director’s unhappy com- 
promise of merging Valmiki’s version 
with that of Tulsidas, resulting in a 
number of anachronisms and inconsis- 
tencies of character. 

Muddled or not, the serial has gener- 
ated a new awareness of ethnic roots, 
particularly among the Westernised 


ever, it is not officers who win wars, but 
sergeants. Although, once again, de- 
tails on this are hard to come by, the 
PLA appears to have undertaken ef- 
forts to provide for a professional NCO 
corps. 

It would at this point perhaps be ap- 
propriate to say something about the 
February 1979 incursion into Vietnam. 
In strictly military terms the PLA’s per- 
formance against the Vietnamese was 
less than inspiring and dispelled any 
doubt that the PLA was in need of sub- 
stantial reform. It needs also to be noted 
however, that in a period of three 
weeks, suffering in excess of 35,000 
casualties, the PLA got to where they 
wanted to go and that there was nothing 
the Vietnamese could do to stop them. 
Even today the Vietnamese have de- 
ployed some 20-plus divisions of infan- 
try north of Hanoi in the event of a “sec- 
ond lesson," and while analysts believe 

ch a possibility is remote, the Viet- 
uamese appear not to be taking any 
chances. 

Another omission in the book is the 
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PLA parade: more traditional role. 
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young for whom Shri Rama has re- 
placed such borrowed heroes as Super- 
man and Spiderman, and who now refer 
to their parents as “Mataji” and “Pitaji” 
instead of “Mummyji” and *Daddyji." 
However, not all of Rama's pro- 
nouncements and actions are conducive 
to contemporary hero-worship, and his 
forsaking of Sita and his discriminatory 
(of caste) deeds and postures have 
raised disturbing questions about one of 
the presiding deities of the Hindu 
pantheon. The issue has been brought 
into sharper focus by the Maharashtran 


government's recent attempt to delete 


from a posthumously published work by 
Dr B. R. Ambedkar certain passages 
from a chapter entitled *Riddles of Hin- 
duism," which is sharply critical of both 
Rama and Krishna, another avatar of 


Vishnu and a central figure in the other - 


great Indian epic, the Mahabharata. 
If anything, such controversies have 


lack of any serious mention of the re- 
serve system which may ultimately in- 
clude some 5 million people who, to- 
gether with the militia, would be called 
upon in time of war and within whose 
ranks the idea of People's War is proba- 
bly alive and well. 

Additionally there is little mention 
of the Combined Arms Armies, of 
which probably two are fully fielded 
today. This reorganisation of the stand- 
ard three divisional corps into a Com- 
bined Arms Army concept, each with 
four divisions, will provide a PLA army 
commander with a flexibility that he 
never before had to launch or counter 
any serious attack, which is in turn the 
life blood of *People's War under Mod- 
ern Conditions." 

Another factor which needs to be ad- 
dressed is the organisation of the Peo- 
ple's Armed Police (PAP). At issue is 
the question of whether or not the PAP 
will ultimately offer an alternative 
power base to the PLA. If so the ramifi- 
cations will be far reaching. 

In sum, the PLA is at present un- 
dergoing massive 
change. The ques- 
tion is not so much 
whether the PLA 
can fight and win, 
for the PLA clearly 
can fight; the issue 
is can they win. It is 
too early to tell, as 
every part of the 
institution, stra- 
tegy, personnel, 
material, logistics, 
etc., are in a state 
of flux. Joffe’s 
book has given 
the general public 
the first detailed 
analysis of these 
changes. 

— C. Dennison Lane 


given greater impetus to the money- 
spinning Ramayana industry, with its 
ancillary products of bestselling video 
tapes, comic books and popular works 
on Hindu mythology. Brushing aside 
detractors with an Olympian disdain 
that might have made a Cecil B. deMille 
blush, Sagar has said of his creation: 
"This achievement has been bestowed 
on me by God. It is not a human 
achievement . . . Only a man who has 
read the Ramayan can criticise my se- 
rial. People have to be born several 
times to reach that spiritual level, after 
which they can qualify to be critics. I 
don't take criticism seriously." 

Sagar and the new mythology he has 
created are being taken all too seri- 
ously, not least by would-be emulators 
who reportedly are planning to make a 
TV serialisation of the Mahabharata — 
thus preparing the scene for another 
epic controversy in the making. Oo 





JAPAN 
Revisiting the 
Pacific war 


Politics and Culture in Wartime 
Japan by Ben-Ami Shillony. Clarendon 
Press, Oxford. £15 (US$26.54). 


Bsn Am Shillony, a professor of 
Japanese history at the Hebrew 
University in Jerusalem, should have 
called this 1981 book Thought, Prop- 
aganda, and Ideology in Wartime 
Japan, for these are the topics he di- 
rectly discusses. 

The author’s religious identity is 
clearly behind his decision to end the 
last chapter of the book with a section 
called “The Imaginary Devil: Japanese 
Anti-Semitism.” This section is the best 


summary I have seen of the history of 
Japanese anti-Semitism, being more 
general in scope though lacking the 
anecdotal detail of The Fugu Plan by 
Marvin Tokayer and Mary Swartz. 


About Japanese stereotypes of 
Jews, a topic of present interest, Shil- 
lony concludes: “The ambivalent at- 
titude towards the West reached its 
peak in the curious phenomenon of Ja- 
panese anti-Semitism . . . Whereas Hi- 
tler saw the Jews as an alien, Oriental 
element that threatened European 
civilization, the Japanese regarded 
them as the very embodiment of the 
West . . . The Japanese hated and ad- 
mired the Jews, just as they hated and 
admired the Western world." 

Shillony also observes that if Japan 
had sided with the Western Allies in 
World War II, as it did in World War I, 
or if it remained neutral as it did before 
the Pacific War, its pre-war efforts to es- 
tablish a regional hegemony and its war- 
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time violations of human rights might 
have been condoned in the context of 
the Cold War, as were the anti- 
humanistic practices of other Asian gov- 
ernments. “But by joining the Axis and 
attacking the US and Britain, Japan 
committed the ultimate crime that seal- 
ed her fate and gained her the stigma of 
a fascist, totalitarian dictatorship.” 

But he cautions that: “Japan was not 
an ideological disciple of the Axis” and 
that Japanese society was in many ways 
“freer than those of the Soviet Union or 
Kuomintang China, both of which os- 
tensibly fought on the side of demo- 
cracy." He also documents a number of 
interesting examples of dissent by intel- 
lectuals writing in small and little- 
known magazines during the war. 

Disputable, though, is Shillony’s 
claim that “the wartime regime had no 
distinct ideological basis,” though he 
may be right in saying that at the time it 
“lacked even a name.” He briefly dis- 
cusses but gives little weight to the con- 
cept of kokutai — conventionally trans- 
lated as “national polity” but meaning 
“national essence” — which has been 
the keyword in Japan’s nationalistic 
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ideology since the middle of the 19th 
century and is still used with similar 
nuances. 

Japan’s ideology during the war, and 
arguably now, is clearly rooted in what 
this writer has called Yamatoism. This 
seems the most suitable name for the re- 
ligion which continues to move not a 
few Yamato (ethnic majority) Japanese 
to believe in the moral superiority of 
their imperial family, and to advocate a 
fusion of Shinto and state as a means of 
maintaining their racial unity and spiri- 
tual allegiance, to defend themselves 
from (if not dominate) the surrounding 
world. 


hillony unwittingly gave his very 

readable book (20% of which is 
end notes, bibliography and index) 
a title which suggests that it might 
be good background reading for under- 
standing the current debate about whe- 
ther Japan is a country ruled by “poli- 
tics" or governed by “culture.” Unfor- 
tunately, the author does not tell us 
what he means by these two words, 
which he seems to have used — as too 
many other writers have used them 


Enter the Japanese era 


Inside Japan's Financial Markets by Aron Viner, The Economist Publications. 


No price given. 


he story of Japan's emergence as a 

power in international finance is a 
truly remarkable one. In less than a dec- 
ade, Japan has made the transition 
from a closed and highly arcane system 
of bank-dominated financing to one 
in which modern  capital-market 
mechanisms play an important role 
and which is relatively liberal and 
open. 

More remarkable still perhaps has 
been the dramatic emergence of Japan- 
ese banks and securities houses upon 
the international stage in recent years. 
No less dramatic, of course, has been 
the phenomenal rise of the Tokyo 
stockmarket to become the biggest in 
the world, and the appearance of Japan- 
ese institutions as a major force in world 
investment markets. 

All this ought to make for an exciting 
and highly readable story: an account of 
the new confronting the old, of inter- 
nationalism challenging nationalism, of 
the political battles involved as Japan 
was forced to cede much of the essential 
Japaneseness of its financial system, in 
response to internal as well as external 
pressures. 

Unfortunately, Aron Viner's book 
does not provide this sort of exciting 
read. It is a worthy if often rather dull 
reference book with perhaps too much 
by way of statistical detail and not 
enough by way of explanation of the 
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structural and institutional develop- 
ments he describes. 

The subject cries out for an Anthony 
Sampson to do it justice and to satisfy 
the appetites which will no doubt be 
whetted by the title of this book. To be 
fair, the publisher’s blurb does warn us 
to expect a work of “painstaking and 
systematic detail.” So it should be 
judged on that basis. 

In the fairly lengthy sections de- 
voted (quite rightly) to the Japanese 
stockmarket are to be found somewhat 
bland statements such as “insider deal- 
ing and [sic] other marginal activities in- 
fluence stock prices.” This is precisely 
where it would be good to see the 
mechanics of such practices described in 
painstaking and systematic detail. 
But they are not. The reader simply 


— simply for their fashionable ring. 

There are two vital questions in the 
continuing debates on the causes of the 
Pacific War between Japan and mainly 
the US, and the causes of trade and 
other present conflicts involving Japan 
and many countries: are the Japanese 
Government and its policies the result 
of cultural processes which are some- 
how “natural” and thus require that 
they be accommodated in the name of 
cultural relativism? Or is the Japanese 
Government a misnomer for a loose 
confederation of powerful groups wich 
consciously control society by man- 
ipulating its culture with domestic and 
foreign policies designed to maintain 
their power and promote their in- 
terests? 

In the past, most writers have en- 
dorsed the cultural argument. But re- 
cently, the political argument has 
gained a following. Although Shillony 
does not address this issue, the wartime 
Japan he portrays was a country not | 
by a true leader but by various group 
powerholders who used culture as an 
excuse for their global policies. 

— William Wetherall 


has to take the author’s word for it. 

Similarly, statements such has the 
one that “the market is speculative and 
can be volatile” are expected to be 
taken at face value. The 13 (rather glib) 
pitfalls which are outlined for evaluat- 
ing the Japanese stockmarket are no 
real substitute for an informed and ob- 
jective appraisal of why the Japanese 
stockmarket is, in the author’s words, 
speculative, volatile and prone to in- 
sider dealing and other abuse. 

The book does cover capital-market 
institutions in some detail and chroni- 
cles their history and development. It 
covers banking and money markets too 
at some length, as well as bond markets 
and the Japanese fund management `- 
dustry. There is a useful index (befitti 
the book’s essentially reference na- 
ture), and a useful glossary of Japanese 
financial terms. 

Probably the two best chapters are 
those on the domestic and Euroyen 
bond markets, the latter being the one 
in which Japanese banks and securities 
houses have achieved global pre-emin- 
ence now. The growth of both markets 
in the past few years has been staggering 
and Viner’s is the first book which 
chronicles (though again does not al- 
ways explain) this growth. 

Perhaps the editing is partly to blame 
for the fact that this is not a more reada- 
ble book. A superabundance of cross- 
heads (which tend to assume that the 
reader is incapable of maintaining his 
concentration for more than half a page 
or so) hardly assist continuity. It fits the 
genre of Euromoney financial guides 
which one suspects are honoured more 
on the bookshelf than in the reading. 

— Anthony Rowley 
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It Yourself 


The Recognized Authority 

Now in its 24th year the CHINA TRADE REPORT 
which is published monthly by the Far Eastern Econo- 
mic Review has long been recognized by leading busi- 
ness executives throughout the world as the most 
authoritative newsletter of its kind. 


CHINA TRADE REPORT Provides A Broad Ran 
Of information 
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NO SERIOUS BUYER MISS 
THE TAIPEI WORLD TRADE CENTER 


During its first year of operation Taipeis new multimillion 
dollar World Trade Center attracted 1.7 million visitors and 
more than 100,000 buyers. Fourteen major international trade 
shows were held in its spectacular exhibition atrium, and 20 
are already scheduled for the coming year 

For buyers, the Taipei World Trade Center has it all: 
multilingual staff, computerized communications, intercontinental 
data base services through the World Trade Center Network, 
and restaurants; 2,820 display booths and 1,027 permanent 
showrooms displaying the products of over 2500 importers 
and exporters. Everything from machine tools to ladies 
garments, all under one roof in Taipei, the heart of the Asian 
Pacific marketplace. 


Your window to Taiwan. Ours to the world 


P. TAPE] WORLD 
AIS TRADE CENTER 


5 Hsinyi Road, Sec. 5, Taipei 10509, Taiwan, Republic of China 

Tet: (02)725-1111 Telex: 28094 TPEWTC & 10571 TPEWTC Telefax: 886-2 7251314 
Operated by: China External Trade Development Council 

Tet: (02)715-1515 Telex: 21676 CETRA ‘Telefax: 886-2-7168783 


For further information, contact our branch and representative offices: Hong Kong 5-251647. Jakarta 351212. 
Kuala Lumpur (03)2426176; Manila 46-18-80; Singapore 2024951; Bangkok 2519393-6 














BUSINESS AFFAIRS FINANCE 


Manila’s bureaucracy holds up US$2 billion of aid funds 





By James Clad in Manila 


A US$2 billion gap between foreign 
aid promised to the Philippines and 
the amount the government has been 
able to use is hurting the reputation of 
President Corazon Aquino's govern- 
ment. At stake lies the government's 
credibility among its most important 
foreign supporters — the multilateral or 
bilateral donors which have pledged 
nearly US$3 billion in aid to Aquino's 
regime. 

Only an embarrassingly small amount 
of this has found its way through the 
bureaucratic taps along the aid pipeline. 
The backlog now stands at something 
over US$2.2 billion. It will become dif- 
ficult for donors to justify increasing 
their commitments to the Philippines, 
as Aquino still requests, if the earlier 
funding remains bogged down in the 
Philippine bureaucracy. 

In a belated recognition of the prob- 
lem, Aquino formed a *Project Facilita- 
tion Committee" (PFC) just before 
Christmas last year to come up with 
some solutions. The 
prompt for the move 
came partly from the 
Big Four donors — 
the World Bank, the 
Asian Development 
Bank, Japan and the 
US. World Bank 
senior Officials and 
US under-secretary of 
state for political af- 
fairs Michael Arma- 
cost. delivered in- 
creasingly severe 
criticism of the aid 
backlog last year. 
Pressure has also 
come from the World Bank’s new resi- 
dent representative in Manila, Rolando 
Arrivillaga. 

Although finance secretary Vicente 
Jayme nominally supervises the five- 
man PFC, public works and highways 
under-secretary Fiorello Estuar chairs 
the grouping. Other under-secretaries 
(a ranking equivalent to deputy minis- 
ter) joining the PFC were Ernesto 
Leung (finance), Teodoro Encarnacion 
(foreign affairs) and Benjamin Diokno 
(budget). National Economic Develop- 
ment Authority (NEDA) deputy direc- 
tor-general Filologo Pante is also a 
member. 

In a hurried exercise during the past 
month, the PFC talked to 24 govern- 
ment departments and 13 state corpora- 
tions to try to find out where 
bottlenecks afflict what it calls the 
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Blocked accounts 


“three levels of decision-making: at cen- 
tral policy, in the agency and at the pro- 
ject” level. In a confidential initial re- 
port, the PFC admits that the "ability of 
government machinery to submit pro- 
jects ready for funding and to imple- 
ment these projects effectively need 
substantial improvement.” Donor 
countries describe that as a tall under- 
statement. Major foreign donors were 
due to receive the final version of the re- 
port by the end of January. 

The PFC’s report promises to deliver 
this year “an overall strategy for op- 
timising external financing.” It esti- 
mates that aid funds available to the 
Philippines will “total more than US$2 
billion annually” for the next few years. 

The most specific of the PFC’s sug- 
gestions to speed up the use of aid funds 
focuses on a claimed need to use “more 
consultants so that more projects can be 
studied at the same time.” The PFC also 
seeks a “reduction of layers of approvals 
— e.g., delegation of authorities,” and 
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New 
commitments 





Source: National Economic and Development Authority. 


it wants “changes in pre-audit proce- 
dures” of the government’s Commis- 
sion on Audit. It talks about giving “re- 


‘sponsible salaries for project mana- 


gers,” and plans monthly, quarterly and 
annual reviews of aid disbursements. 

Specific plans to remove Audit Com- 
mission “pre-review of construction 
contracts,” to limit “pre-audit progress 
payments for construction to the last 
15% of the contract cost” and to create 
new “project management offices” in- 
side each government department may 
also help to unclutter the blockages. But 
many donors doubt whether fast pro- 
gress is possible. 

Donor representatives concede that 
Estuar and his colleagues may make 
some improvements, but they are con- 
cerned that the PFC sees itself more as a 
“fire brigade,” in the words of one 





source, “rather than as mandated to 
adopt a systemic approach.” And 
worry fastens on the PFC's plan to allo- 
cate 2% of “targeted total investment,’ 
(both government and aid project mon 
ies combined) for consultancy studies 

“The overriding aim now should be 
to speed up disbursement, pure and 
simple,” said one aid administrator. “H 
local consultants must be used, and 
that is the effect of current NEDA 
guidelines, the process will be draggec 
out even more." The lack of prope! 
study of projects is a real concern, I 
ever; the PFC found that the governi 
had budgeted less than US$1 millior 
for feasibility studies for all its plannec 
projects, whether locally or externally 
financed. 

Unused money clogs the ledgers o 
both large and small donors, all of whict 
are grouped in the Consultative Grouy 
on the Philippines. The Big Four las 
year formed an ad hoc sub-committee o 
this grouping, which includes such light 
weight donors as Bel 
gium and New Zea 
land, but it has no 
met since March las 
year. 

At that time the 
Philippine Govern 
ment had promised t« 
come back with som: 
specific suggestion 
about how foreign ait 
might fit into it 
land reform plan 
(REVIEW, 5 N 
'87). However, no uc 
tailed plan has ye 

REVEWIALEW^V7*9 been presented. Th 
US and Japan administer their prc 
grammes through the US Agency for Ir 
ternational Development (USAID) an 
the Overseas Economic Cooperatio 
Fund (OECF) respectively. 

The scale of the aid spendin 
shortfall became steadily more appe 
rent in the last part of 1987, but it 
causes are complex. Although heav 
with jargon, the PFC report does allud 
to what is perhaps the key problem 
*Reorganisation of the government ha 
also adversely affected project im 
plementation . . . pending tasks ar 
turned over to some personnel who ar 
not too cognisant of their respective a: 
signments." 

“Time is wasted for familiarisatio 
of the project,” the report continue: 
“Continuity of project activities there 
fore suffers.” High turnover and lack c 
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cohesion at the top in many donors’ 
view amounts to the biggest single prob- 
lem (page 12). 

USAID, for example, does not com- 
plain much about disbursement delays 
once its funds become “committed,” 
that is, once specific contractors are 
lined up to do the job. The problem for 
USAID, for OECF and for all the other 
donors centres on the time before com- 
mitment: sorting out priorities, plan- 
ning and resolving inter-departmental 
rows. As of 31 December last year, al- 
most half the US$491.8 million prom- 
ised by USAID to the Philippine Gov- 
ernment remained uncommitted to 
specific projects. 


puc, things went much smooth- 
er during the regime of former presi- 
dent Ferdinand Marcos, often cited 
as the chief architect of the econo- 
mic ruin now requiring massive infu- 
sions of aid to put right. His highly cen- 

ed apparatus knew its master. 

:os had long-serving ministers who 
knew their subordinates. The subordi- 
nates followed up their orders. 

Almost the exact reverse applies 
now. In 23 months Aquino's cabinet has 
had 22 ministerial turnovers. Not all 
presided over ministries with develop- 
ment project responsibilities, but most 
did. For example the departments re- 
sponsible for agriculture, agrarian re- 
form, local government, natural re- 
sources and energy have had two or 
three changes of leadership. Top-level 
talent has also been shuffled about, as 
expert groups assembled in depart- 
ments dissolve when ministers de- 
part. 

The problem is exacerbated, com- 
pared to other aid recipient countries, 
by Philippine bureaucratic habits: civil 
servants stay in one agency and become 
excessively "territorial," a habit that 
leads to feuding. Donors sometimes at- 
tend inter-agency meetings only to 

| open wrangling that confirms a fail- 
w:x tO work out pre-arranged common 
negotiating positions vis-a-vis the 
donor. 

Complicating the picture more is a 
newly reconvened Congress intent on 
reasserting its influence. In a recent 
example, a Manila congresswoman 
hauled transportation and communica- 
tions secretary Rainerio Reyes over the 
coals for his decision to proceed with an 
ADB-financed project to improve Man- 
ila's port. 

The data points unequivocally to slug- 
gish bureaucracy. For example, statis- 
tics appended to a letter from NEDA di- 
rector-general Solita Monsod to Sena- 
tor Vicente Paterno showed the govern- 
ment having problems even digesting 
straight-out grant aid — money that is un- 
tied to any procedure, project or speci- 
fic procurement. Monsod's figures 
showed only 23% of this money-for-the- 
taking had been spent by 30 June last 


year. Oo 
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A civil contract 


Malaysia offers India commodities for construction works 


By Nick Seaward in Kuala Lumpur 


T he Malaysian Government has of- 
fered substantial civil-construction 
projects to Indian companies in a bid to 
lessen growing Indian resentment over 
the large trade imbalance between the 
two countries. In a related move, the 
Malaysian Ministry of Primary Indus- 
tries is coordinating arrangements for 
the drafting of long-term palm-oil sup- 
ply contracts with India and other major 
buyers at fixed prices. 

News of the concessions coincided 
with the official visit to Malaysia of In- 
dian Finance and Commerce Minister 
Narayan Dutt Tiwari from 14-17 
January. Appearing satisfied with the 
way talks had progressed with the Ma- 
laysian Government, Tiwari said that 
the need to establish “a more stable re- 
lationship” in trade between the two 
countries had been one of the main 
reasons for his visit. He pointed 
out that India had accumulated 
a trade deficit with Malaysia 
of M$5 billion (US$1.9 billion) 
over the past five years. 

Tiwari’s hand had been 
strengthened by India’s sharply 
increased purchases of Malay- 
sian palm oil last year follow- 
ing the drought-induced failure 
of its own oilseeds crop. Latest 
statistics for January-September 
1987 indicate that India’s share 
of total Malaysian processed 
palm-oil exports had jumped 
from 18% to 23%, or 675,000 
tonnes out of a total of 2.9 
million. 

The strong presence of India 
in the market has pushed the 
price of palm oil up beyond the 
M$1,200 a tonne mark (REVIEW, 


28 Jan.), giving Malaysia an un- | A EET 
Harvesting palm oil: 


expected windfall but also open- 
ing up the market for other edi- 
ble-oil suppliers seeking to oust Malay- 
sia as India's largest supplier. Tiwari 
later confirmed in Singapore that an In- 
dian Government committee was now 
considering rapeseed, butter and sun- 
flower oils from the EC as replace- 
ments, pointing out that the EC had al- 
ready given 9,000 tonnes of butter oil to 
India. 

Conceding that the volatility of 
palm-oil prices was affecting Malaysia’s 
trade relations, Primary Industries 
Minister Datuk Lim Keng Yaik has 
suggested that India buy the commodity 
under long-term contracts. As a first 
step, a consortium of palm-oil produc- 
ers and refiners has been set up under 
the auspices of Lim’s ministry to work 
out the mechanics of such an arrange- 


ment. The consortium is to be headed 
by Raja Tan Sri Alias Raja Ali, chair- 
man of the Federal Land Development 
Authority (Felda), which accounts for 
30% of the total area planted with oil 
palm in Malaysia. 

Although Tiwari stated that the 
question of tonnages to be covered by 
the long-term contracts would be 
worked out later, Lim said he envisaged 
them covering about 30% of the long- 
term requirements of India. This would 
imply a contract size of about 230- 
250,000 tonnes. For the whole of 1987, 
India is estimated to have bought more 
than 1 million tonnes, compared with its 
usual level of about 750-800,000 tonnes. 

Lim also stated that model long-term 
contracts may be offered to other major 
buyers. A prime candidate for these 
overtures is the Soviet Union, which is a 
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major buyer of Malaysian palm oil and 
rubber and has accumulated a trade def- 
icit with Malaysia of M$2 billion in the 
past four years. With its centrally plan- 
ned economy, the Soviet Union prefers 
to trade on a bilateral basis with the 
Malaysian Government. This is increas- 
ingly difficult because Prime Minister 
Datuk Seri Mahathir Mohamad’s pri- 
vatisation programme means there are 
fewer state-owned bodies with which to 
do business. 

According to 1987 estimates, the 
Soviet Union imported US$158.9 mil- 
lion worth of goods from Malaysia, in- 
cluding 192,500 tonnes of palm-oil pro- 
ducts and 65,000 tonnes of rubber/latex 
together worth US$136.1 million, put- 
ting it just after Japan in importance as a 











primary-commodity buyer. Exports to 
Malaysia, however, totalled US$19.3 
million, composed principally of fer- 
tiliser, newsprint and traditional Tibe- 
tan medicines. 

Around 50% of that trade was con- 
ducted directly with Felda. Attempts 
were made a few years ago to set up a 
model contract for palm-oil purchases 
from Felda but talks stalled over price. 
| About 10 years ago, fixed quantity, 
long-term contracts for rubber at a pre- 
mium price were also in existence but 
since then Soviet buyers have preferred 
to deal on the open market. 

A Soviet trade official in Kuala Lum- 
pur told the REVIEW that no new ap- 
proaches on long-term contracts had 
been made by the Malaysians. He added 
that even though his country bought 80- 
90% of its palm oil and rubber require- 
ments from Malaysia, “we are not ready 
to sign such a long-term contract.” 
Meanwhile, he said, the Soviet import- 
ing agency, Prodintorg, had all but stop- 
ped buying palm oil for the moment be- 
cause of the high price. 


jus does not seem to have been too 
impressed by the long-term contract 
proposal either. Tiwari made a point of 
stressing that the proposal was a Malay- 
sian one, adding that India would want 
to include counter-trade provisions in 
any such deal. There is already a prece- 
dent for this as Malaysia has demon- 
strated its willingness to award Indian 
companies construction contracts de- 
spite the receipt of cheaper bids from 
elsewhere. 

These contracts have been nego- 
tiated on a government-to-govern- 
ment basis, with the Indian side 
nominating the company which will 
undertake the work. In October 1986, 
the Bombay-based company of Larsen 
and Toubro was awarded a M$47 mil- 
lion contract to build two steel bridges 
in Sabah and on 20 January this year, 
the Malaysian National Electricity 
Board signed a M$41 million contract 
with Bharat Heavy Electricals for the 
supply, installation and commissioning 
of the main generating plant of a hydro- 
electric scheme in Perak. The Exim 
Bank of India will finance M$31 million 
of the latter contract. 

Still awaiting approval are proposals 
for the Indians to construct three 
bridges in Sarawak, with a combined 
price tag of M$25 million — and the 
construction of a new airport at Sibu, 
also in Sarawak. More definite, how- 
ever, are contracts for the establishment 
of an advanced technical-training centre 
in Selangor by Hindustan Machine 
Tools International at a cost of M$25 
million and the relaying of railway track 
by the Indian Railway Construction Co. 
The railway contract price has not been 
fixed yet but is likely to be substantial as 
it involves 327 km of rail between Slim 
River and Seremban and between Paloh 
and Singapore. 
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Licence to steel 





South Korean mills cannot keep pace with local demand 


By Mark Clifford in Seoul 


s steelmakers in West Germany, 

Japan and the US have shut down 
their ageing mills in recent years, South 
Korea's steel industry has been 
feverishly expanding, betting that its 
cost advantage and buoyant domestic 
economy would allow it to prosper even 
in a glut. Now, the gamble is paying off, 
and South Korea's biggest concern is to 
expand capacity quickly enough to keep 
up with surging demand. 

Exports are way up, especially to 
Japan, as South Korean exporters have 
seized the price advantage that the 
strong yen affords them. But it is 
domestic industries, especially cars, 
electronics and machinery, which are 
powering growth. 

Right now, the country's huge 
Pohang Iron and Steel Co. (Poscó), 
which last year produced two-thirds of 
South Korea's steel, is running at 9576 
capacity. Yet domestic steelmakers can 
only produce three-quarters of the steel 
the booming economy needs. Domestic 
demand rose 31% in 1987, according to 
preliminary Ministry of Trade and In- 
dustry (MTT) figures, while production 
rose only 15%. 

As domestic use booms, South 
Korea's self-sufficiency rate in steel has 
dropped. Even with a huge addition to 
capacity in 1987, the self-sufficiency 


INVESTMENT 


Letter of the law 


ratio dropped from 82% in 1986 to 
77.5% in 1987, according to the MTT. 
This year, the ratio is expected to fall 
further to 75.2%. 

“It’s a big problem for us," said Shin 
Dong Oh, director of the MTT's iron 
and steel division. "The most important 
thing for the steel industry in the near 
future is to keep the self-sufficiency 
level at an appropriate level of around 
8096." Yet planners worry that if they 
expand too rapidly, they could be in 
trouble in the mid-1990s if the domestic 
economy cools and more efficient inter- 
national competitors appear. | 

For now, though, South Korea i: 
of the world's most efficient steel , 
ducers, with production costs of only 
US$418 a tonne, according to Paine 
Webber analyst Peter Marcus. That 
compares with US$570 a tonne in Japan 
and US$475 in the US. 

The increasing dependence on steel 
imports last year occurred despite the 
inauguration of South Korea's second 
integrated steel mill in Kwangyang, in 
the southwestern province on Cholla, in 
May (REVIEW, 21 May '87). This added 
2.7 million tonnes to Posco's capacity, 


bringing the state-owned steel firm's 


total capacity to 11.8 million tonnes. Posco 
is continuing to add to the Kwangyang 
facility. A second stage, which will add 
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Vietnam woos reluctant foreign capital 


By Murray Hiebert in Bangkok 


month after adopting a new for- 

eign-investment law, Vietnam has 
launched a campaign to attract foreign 
technology and capital to help revive its 
struggling economy. "The investment 
code is . . . one of the best ways of open- 
ing m our economy to the rest of the 
world," Nguyen Xuan Oanh, a national 


assembly member who helped draft the | 


law, told reporters in Bangkok. 

The Harvard-educated Oanh, who 
once worked for the IMF, said he would 
be visiting Singapore, Japan, Taiwan 
and possibly the US to advertise the new 
law. He said three or four other officials 
would soon travel to other countries. 

Oanh, who served briefly as acting 
premier in the US-backed government 
in South Vietnam in the mid-1960s and 
spent nearly a year in "re-education" 
after the communist victory in 1975, 


said the investment law was the latest in 
a series of economic reforms adopted 
since Nguyen Van Linh was elected to 
head the Vietnamese Communist Party 
in late 1986. The economist said the law, 
which was under discussion for four 
years, “marks a turning point in our re- 
structuring," a codeword for the recent 
reforms. 

Under the new law, foreign com- 
panies can set up wholly owned com- 
panies or establish joint ventures with a 
minimum of 30% foreign capital. The 
previous investment code, adopted in 
1977, allowed a maximum of 49% 
foreign equity. The new law encourages 
foreign investment in all sectors, includ- 
ing the exploitation of natural resources 
such as timber, and the development of 
transportation and public utilities (elec- 
tricity, for example). It only rules out 
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another 2.7 million tonnes to capa- 
city, is due to be completed by 
October. 

Posco plans to begin construct- 
ing a third stage, also with a 2.7 mil- 
lion-tonne annual Capacity, at its 
Kwangyang facility in the latter half 
of 1989, with completion set for 
1991. The expansion is projected to 
make South Korea the world’s 
sixth-largest steel producer, trail- 
ing only the Soviet Union, Japan, 
the US, China and West Germany. 

And Posco is unlikely to stop 
there, with further expansion plan- 
ned to underpin the nation’s emer- 
gence as a manufacturing power- 
house. Officials at the Economic 
Planning Board (EPB) note that 
the domestic car industry took only 
8.4% of total demand in 1986, com- 
pared with 32% in the US and 29% 
in Japan, so as the car industry develops 
steel will have to keep pace. What is true 

` zars holds true for electronics and 

:hinery as well. 





O n the export front, Japan replaced 
the US as South Korea’s biggest ex- 
port market in 1987, as steel producers 
enjoyed the profits of selling into the 
world’s most expensive steel market. 
The Japanese construction market was 
responsible for much of that demand, 
with pipe and tube and bar-steel exports 
the fastest-growing product areas. 
While the Japanese industry has seen its 
fortunes improve dramatically, South 
Korean officials doubt that Japanese 
steel capacity will expand to meet the 
surging demand (REVIEW, 24 Dec. ’87). 

Protectionism will continue to in- 


foreign involvement in national 
defence, Oanh said. The law pro- 
hibits nationalisation of foreign 
property, but limits contracts to 20 
vears. 

The profits-tax rate ranges 
aom 15-25%, but Oanh said 
exemptions and reduced rates 
would be granted as incentives to 
firms investing in priority sectors 
or regions. Higher rates will be 
charged for companies exploiting 
resources such as oil and natural 
gas. Companies are authorised to 
repatriate profits, capital and 
savings at an exchange rate set by 
the state bank, but these remit- 
tances will be taxed from 5-10%. 

Oanh said each city and pro- 
vince will set up a regional invest- 
ment board under the supervision 
of the national Committee for Coopera- 
tion and Investment in Hanoi. He in- 
sisted, however, that each locality 
would be “allowed to act indepen- 
dently" and have *room for regional ini- 
tiative" in its dealings with foreign in- 
vestors. Applications for investment 
will have to be processed within three 
months. 
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hibit export growth to most other de- 
veloped countries. Import quotas re- 
strict South Korea to 1.996 of the US 
market, while the EC has capped South 
Korean steel imports at 170,000 tonnes 
annually. 

Domestically, Posco is in the news 
because of the expected public sale of its 
shares at mid-year. Between 20-36% of 
Posco's outstanding stock will be sold to 
the public, with most of the issue re- 
served for low-income families, who 
will receive preferential financial terms. 
Officials say that no price has been set, 
but press and market reports peg 
Posco's expected market capitalisation 
at Won 3 trillion (US$3.8 billion), three 
times larger than Yukong, the most 
highly capitalised stock on the exchange. 

The quasi-privatisation — the com- 
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Oanh admitted that many details 
about foreign investment have not yet 
been worked out, even though the law 
went into effect when it was passed by 
the national assembly in late De- 
cember. He said Hanoi had not yet set a 
"viable foreign-exchange rate" — the 
official rate is now US$1:Dong 368, 
while the blackmarket pays around 
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Source: Ministry of Trade and Industry. 


pany will remain under govern- 
ment control — reflects campaign 
pledges by president-elect Roh 
Tae Woo. Plans to sell off the 
shares are now being finalised by 
the MTI and EPB, where officials 
say the shares to be sold will come 
from the governments 33.4% 
holding and the government-con- 
trolled Industrial Development 
Bank's 38% ownership. 

Last spring, the government 
announced that private banks, 
which own 26.1% of the giant 
steelmaker, were to sell off their 
holdings in Posco, beginning in the 
second half of 1987. That plan was 
quietly killed in the heat of South 
Korea's political turmoil. But it is 
expected that the banks, which 
could use the infusion of cash that 





REVIEWDIAGRAM by AndyTang the sale would bring as a way of 


easing the burden of their non-perform- 
ing assets, will be able to sell off their 
holdings after the initial public offer- 
ing. 

New shareholders will not be the 
only ones watching Posco's fortunes as 
the company expands into the 1990s. 
Posco's dominance of South Korea's 
steelmaking capacity has had tremen- 
dous advantages in guaranteeing manu- 
facturers a supply of competitively 
priced steel. But there is already con- 
cern here that lower-wage countries like 
China, Brazil and even East European 
countries will undercut South Korea in 
the 1990s. 

“We have to consider how long the 
[South] Korean industry will be com- 
petitive in the international market,” 
said the MTT's Shin. Oo 





Dong 1,000 — or decided whether 
foreign investors could hire and 
fire workers and whether there 
would be regulations for minimum 
or maximum salary levels. 

Oanh, who serves as an unoffi- 
cial adviser to government leaders 
in Hanoi, thinks foreign investors 
will be attracted to Vietnam be- 
cause of its cheap labour costs, 
skilled workforce, rich natural re- 
sources, tropical agricultural cli- 
mate and stable government. 
Japan, Indonesia, Thailand and 
Taiwan have already demonstrat- 
ed interest in investing, the na- 
tional assembly member said. 
Oanh expressed particular interest 
in joint ventures with Thailand in 
processing marine products and 
farming shrimp. 

Oanh said Vietnam was due to signa 
contract at the end of January to set upa 
joint venture with Alcatel, a French 
electronics company, to equip Vietnam 
with a new telephone system in the 
next six to eight months. Plants will 
be established in Hanoi and Ho Chi Minh 
City to produce the new equipment. 
Oanh predicted that Alcatel would re- 
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coup its investment within four years. 

But foreign businessmen and West- 
ern diplomats doubt that the new law 
will greatly improve Vietnam’s invest- 
ment climate. They complain about 
Vietnam’s weak infrastructure and stifl- 
ing bureaucracy and warn that Viet- 
namese companies often back out of 
contracts and miss deadlines. 

Vietnam’s 1977 investment law at- 
tracted only one foreign investor, 
Rhone Poulenc, a French company 
operating a joint pharmaceutical fac- 
tory in Ho Chi Minh City. Following 
Hanoi’s invasion of Cambodia in late 
1978, Japan, the non-communist coun- 
tries of Southeast Asia and most West- 
ern nations restricted their economic 
ties with Vietnam. 

“The investment which we expect 


depends very much on the fact of how 
serious we are in this commitment” to 
pull out, Oanh said, referring to Hanoi’s 
pledge to withdraw its more than 
100,000 troops from Cambodia by 1990. 

Oanh admitted that Vietnam’s nine- 
year occupation of its neighbour has had 
other economic costs. “The kind of in- 
flation which we have at the moment is a 
direct result of the finances which we 
shouldered because of the assistance we 
have given to Cambodia," he said, re- 
flecting the new openness in Vietnam in 
talking about the costs of Cambodia. “It 
has drained our finances to the extent 
that we would like to withdraw if possi- 
ble," the national assembly member 
said. 

Oanh also admitted that Vietnam's 
triple-digit inflation and low exchange 





rate would discourage foreign investors. 
He said Vietnam had recently intro- 
duced a stabilisation programme aimed 
at checking inflation by limiting wage 
and price increases, reducing govern- 
ment subsidies, cutting the govern- 
ment's budget deficit and working to set 
a new foreign-exchange rate. 

Oanh said the IMF is currently help- 
ing Vietnam “search out this mess of ex- 
change rates." He said it was likely that 
the Council of Ministers would cut 
the current four exchange rates — for 
official trade, overseas Vietnamese, 
tourists and on the blackmarket — 
down to one or two rates in late Feb- 
ruary or March. The economist specu- 
lated that the new rate would be around 
US$1:Dong 800-850, a little less than 
that on the blackmarket. Oo 
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A liberal legacy 


Outgoing finance minister leaves a framework of reform 


By Manik de Silva in Colombo 


que departure from office of Sri 
Lanka's outspoken and high-profile 
finance minister, Ronnie de Mel, after 
more than 10 years will not mean any 
change in the country's economic direc- 
tion. His liberal policies, under which 
the Colombo government unshackled 
decades of exchange and import con- 
trols in 1977, sharply devalued the 
rupee to realistic levels and encouraged 
the private sector to play a greater role 
in reactivating a moribund economy, 
will continue. 

"This is not the time for any change 
in direction. Our principal task is to con- 
solidate what has been built," de Mel's 
successor, M. H. M. Naina Marikkar, 
told the REVIEW. The new minister 
who had served as de Mel’s deputy since 
the 1977 election of the ruling United 
National Party (UNP) government — 
has acted as finance minister during de 
Mel’s frequent absences from the coun- 
try on aid-raising missions. Naina 
Marikkar's appointment is seen by 
senior Finance Ministry officials and ob- 
servers as a clear sign of President 
Junius Jayewardene's desire for the 
continuation of current economic 
policies in what is expected to be an 
election year. 

There will undoubtedly be a change 
in style at the treasury. Naina Marikkar, 
a Cambridge-educated barrister more 
at ease with the law than in economic 
matters, has already indicated to offi- 
cials that his will be a lower-key ap- 
proach than his predecessor's. The new 
minister, who will be 70 in May, had to 
be persuaded by Jayewardene to take 
on the post. 





A 25-year veteran 
of parliament, Naina 
Marikkar served as 
deputy justice minister 
during the 1965-70 
government of prime 
minister Dudley 
Senanayake. Intimates 
know that Naina 
Marikkar was disap- 
pointed about not get- 
ting the Justice Minis- 
try in 1977 — largely 
because of an apparent 
difficulty Jayewardene 
had in having three 
Muslims in his cabinet. 

The Colombo 
bourse reacted  in- 
stantly to de Mel's 
departure, with the 
prices of several blue chips tumbling. 
The Colombo Stock Exchange's All 
Share Index opened at 203.73 on 18 
January, the day de Mel announced his 
resignation. Two days later, it was 
down to 197.75 — though it recovered 
slightly to 198.91 by the close of the week. 

De Mel’s 1988 budget provided for 
the continuity of his liberal economic 
policies and set out the macro-economic 
framework to which the government is 
committed. Among the major program- 
mes de Mel had in place was the privati- 
sation of uneconomic state enterprises. 
Two government-owned companies — 
the giant State Distilleries Corp. 
(SDC), which enjoys a near-monopoly 
in the distilling of palm-based arrack, 
and United Motors, which is the agent 
for the Japanese car manufacturer Mit- 





De Mel: consolidation. 


subishi — were slated to be offered to 
the public by mid-year. Knowledgea ` 
officials expect the programme to c 
tinue unless the possibility of an election 
upsets the government's plans. 

De Mel’s priorities for 1988 included 
better control and monitoring of gov- 
ernment expenditure. He was aware 
that regulatory mec- 
hanisms geared to 
a much lower spend- 
ing level than present 
budgets ^ necessitate 
had strained the gov- 
ernments reporting 
and accounting sys- 
tem. This had made 
orderly budgeting and 
planning increasingly 
difficult, necessitating 
harsh budget-expendi- 
ture cuts. 

In November, the 
Finance Ministry had 
estimated that at least 
Rs 80 billion (US$2.6 
billion) of foreign a 
was needed during tl.. 
next three years to re- 
vive the war-ravaged 
economy. De Mel, often considered 
one of the Third World's most effective 
aid getters, had successfully handled the 
regular World Bank-sponsored June aid 
meeting as well as a special December 
meeting to raise resources for recon- 
struction and rehabilitation. With the 
pledges already made, the 1988 aid 
flows are assured. 

Negotiations for more than Rs 10 bil- 
lion from the IMF's structural-adjust- 
ment fund and the World Bank's com- 
pensatory-finance facilities have been 
almost completed. Treasury sources do 
not expect de Mel’s exit to hold back 
these funds. It is clear that senior 
bureaucrats in the Finance Ministry will 
have an increasingly important role to 
play during a period of political uncer- 
tainty. 
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Scots take high road to Japan 


€ ON arecent visit to the Scottish capi- 
tal of Edinburgh, Shroff discovered a fi- 
nancial centre with a difference. The 
stately stone castle which stands sen- 
tinel over Princes St and the Georgian 
residences which house the city's finan- 
cial sector symbolise that difference. 
There is a granite-like solidity about the 
architecture and in the attitudes to- 
wards financial propriety. Edinburgh 
seems a million miles (rather than 400) 
away from the often slick modernity of 
post Big-Bang London. 

Shroff is not the only one to notice. 
The Japanese increasingly seem to pre- 
fer the physical walls which Edinburgh 
erects between, say, fund managers and 
brokers and underwriters to the so-call- 

. Chinese Walls — more flimsy even 

n Japanese paper screens — which 
London relies on nowadays. That is why 
Tokyo institutions are increasingly put- 
ting their money in Edinburgh to be 
managed. 

In the clamour in Britain to abandon 
separate broker and jobber (specialist) 
roles in favour of dual-capacity, in the 
US to dismantle the Glass-Steagall Act 
separating investment banking from 
commercial banking, and generally to 
house just about every kind of financial 
activity under one supposedly synergis- 
tic roof, the simple virtues of indepen- 
dence and financial probity have often 
been lost sight of. London and New 
York stand indicted, but so too do 
centres like Hongkong and even Tokyo 
itself. 

Edinburgh, a Camelot of a city in 
many respects, seems to have remained 
untouched by these influences. Fund 
managers in the city's 18th century fi- 
nancial quarter talk of the need for 

erceived independence and no con- 

:t of interest." They talk of long-term 
investment rather than short-term trad- 
ing. And they talk of the need for per- 
sonal loyalty to institutions rather than 
the job-hopping pursuit of personal 
wealth. The strange thing is that most of 
them mean it. 

This is no romantic concept: the 
Scots are anyway too prudent to be 
romantic. It is about much more practi- 
cal questions. Whether, for instance, a 
Japanese pension fund feels as comfort- 
able dealing with ever-changing (and it 
seems, ever-younger) faces of peripate- 
tic fund managers in London and else- 
where. More importantly, it is about 
whether a merchant bank combining 
such activities as broking and under- 
writing with fund management can be 
relied upon not to “churn” or “stuff” a 
client's portfolio. | 

Some Japanese pension funds obvi- 
ously believe not. Their own domestic 
securities companies are no saints in this 
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respect, let alone the aggressive new 
breed of financial supermarket mana- 
gers to be found in London and else- 
where. So, they are putting their money 
into the hands of independent Scottish 
amana ment groups — even for 
investment back into the Tokyo market. 

Yamaichi Securities has formed a 
joint venture with one of the big- 
gest Scottish fund-managers, Murra 
Johnstone (of Glasgow in this cach 
to invest in foreign stockmarkets. 
Sumitomo Trust has a similar venture 
with Ivory & Sime in Edinburgh as well 
as a joint-venture investment company 
in Hongkong. More such ventures are 
under discussion, Shroff understands. If 
Edinburgh aspires to be to London what 
Boston is to New York — a more gentle- 
manly place to do business — it appears 
to be succeeding. 
€ THE Scots reciprocate the Japanese 
interest. Edinburgh Fund Managers has 
almost half of its : 
portfolios invested in 
Japan. There are 
numerous Japanese in- 
vestment trusts man- 
aged out of Edinburgh 
— more than out of the 
City of London, in fact. 
And many of the 100 or 
so unit trusts managed 
in Scotland are also in- 
vested in Japan. 

About £60 billion 
(US$109 billion) is man- 
aged by the principal 
Edinburgh fund mana- 
gers nowadays — £80 bil- 
lion if the funds of life 
assurers (including Stan- 
dard Life, the biggest of 
the British life offices) 
are included. Scotland 
manages a third of all investment trust 
funds in Britain and about a fifth of life- 
assurance funds. 

This may not be big when compared 
with the US$1 trillion managed by US 
pension funds alone. But the Scots are 
less wary of putting their money 
offshore than the Americans — and 
they are less likely to pull it out in a 
panic when things go wrong. 

Martin Currie, another of the major 
Edinburgh fund-management firms, rec- 
kons to keep stockmarket investments 
for three years on average and Shroff 
heard that seven years was the target for 
even more conservative managers. 
Again, this is not just sentiment. Long- 
term investment almost invariably 
yields more than short-term trading, as 
the Japanese themselves discovered 
when foreign fund managers first moved 
into the Tokyo market and stayed in, if 
for no other reason than that they did 
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not understand the (insider) trading 
game which the locals played. Most of 
them did well out of staying put. 

@ APPLYING similar perspectives 
today, the Scots are generally happy to 
stay with Japan. They think the market 
is sound, high p/es notwithstanding. 
Martin Currie for one discounts the no- 
tion of Japanese corporations with- 
drawing money invested in the market 
to finance themselves once export earn- 
ings decline. A massive retooling and 
reinvestment exercise is taking place 
without recourse to stockmarket funds 
and corporations are now much less ac- 
tive in the stockmarket. The true export 
potential of Japanese industry remains 
undamaged despite the appreciation of 
the yen. In Edinburgh’s view, the 
Japanese could survive rates of 
¥ 100:US$1 or lower. 

No one it seems has anything good to 
say about Hongkong market prospects. 
Financia. TIMES The economy will be hit 
by any fall in world 
trade, said one Edin- 
burgh analyst. Hong- 
kong has “too many 
yuppies nowadays" de- 
clared another (a refer- 
ence to go-go companies 
and market operators). 
"I wouldn't put a penny 
in it," declared a third. 

They seem to feel 
much the same way 
about the Philippines, 
and Singapore and Ma- 
laysia also fail to find 
favour. Views differ on 
South Korea and Tai- 
wan, though Ivory & 
Sime was enthusiastic 
enough to sell stocks in 
Hongkong and other re- 
gional markets recently in order to in- 
vest more in the two East Asian super- 
NICs. (Ivory & Sime seems to have 
switched allegiance to East Asia since 
the inglorious days of its Haw Par in- 
volvement in Singapore.) There are 
some bulls on Bangkok to be found in 
Edinburgh. One told Shroff he expect- 
ed to see it overtake Kuala Lumpur as a 
capital-market centre soon. 
€ TO give the City of London its due, 
there are people there also prepared to 
take a long-term view. William Knight, 
an executive director of Lloyds Invest- 
ment Managers, is one. Unruffled by re- 
cent market traumas, Knight is hoping 
to see the launch of a US$30-40 million 
Thai Europe Fund out of Bangkok very 
soon, for placing around Europe. 

Still at the formative stage is a Lloyds 
plan to co-launch a Korea Pacific Fund, 
perhaps with the Korea Investment 
Trust Corp. as partner. 











Domestic demand powers Japan’s recovery, but trade tensions could escalate 


Under its own steam 


By Charles Smith in Tokyo 
Japan's 1987 fiscal 
year seems likely to 
go down in history as 
one of the most sur- 
prisingly successful 
turnarounds in a long 
A. iU series of unexpected 
aes and improbable come- 
backs against seemingly unpromising 
odds. Having started the year in the 
midst of what appeared to be a medium- 
sized recession induced by the negative 
impact of yen revaluation on the profits 
of its export industries, Japan expects to 
finish it on 31 March with all systems fir- 
ing — at least on the domestic front. 
Specifically, the 1987 results for 
Japan's economy will probably in- 
clude a real GNP growth rate of 3.8- 
4% (the best since the yen began ris- 
ing) and a 1096 year-on-year growth 
in industrial production (the best 
since 1984 when theeconomy was ex- 
panding smoothly on the strength of 
exports). A dramatic rise in the basic 
labour-market indicator (the job- 
seeker to job-offer ratio) to its high- 
est level in 13 years is another sign 
that the economy has bounced back. 
Unemployment was at a record level 
as recently as a year ago. But the fig- 
ures for individual sectors of the 
economy may matter less than the 
fact that Japan has at long last be- 
come a locomotive of world econo- 
mic. growth — rather than passen- 
ger in a train pulled by the US. 
GNP growth in 1986, though hardly 
impressive in overall terms, was fuelled 
by a 4.1% real increase in domestic de- 
mand which more than made up for a 
1.596 contraction in the external sector 
as the real growth rate of imports ex- 
ceeded that of imports for the first time 
since the late 1970s. Japanese official es- 
. timates suggest that domestic growth 
will prove to have been much faster in 
both 1987 and 1988 as the domestic 
economy increasingly begins to reflect 
the positive effects of the first round of 
. yen revaluation on prices and import 
costs, rather than the short-term and 








year and beyond, Japan's Western trade 


< Note: Years are fiscal years ending in March. EN s | 
n Source: Economic Planning Agency. B 
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partners may feel that the time has come | 
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to accept gracefully that one of their 
main demands of the last decade or 
more — that Japan should generate 
growth from inside has been 
achieved. 

But the notion that everything has 
suddenly come right in Japan's domestic 
economy, and in the way the country 
manages its economic relations with the 
outside world, could still turn out to be 
dangerously premature, not least be- 
cause of the way yen:dollar exchange 
rates are distorting the normal flow of 
trade between Japan and its Western 
trading partners (to say nothing of the 


urrent 


surplus 


| (USS billion) | 











East Asian newly industrialised coun- 
tries) through the process known as the 
J-curve effect on nominal trade values. 
A survey by Sumitomo Bank, which 
takes a markedly less enthusiastic view 
than the government of the prospects 
for the economies of Japan and the 
world over the next two years, suggests 
that Japan’s surplus with the US might 
actually grow substantially in dollar 
terms during 1988 if the yen continues to 
rise against the dollar as rapidly as it has 
done during the past year. This could 
lead to a further escalation in US-Japan 
trade tensions and quite possibly to 
another round of dollar devaluation, 
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Sumitomo suggests, thrusting the US 
economy into an inflationary spiral and 
Japan into another recession. 

Sumitomo’s emphasis on exchange- 
rate risks conflicts with the confidence 
of such Keynesian economists as Hisao 
Kanamori, chairman of the prestigious 
Japan Economic Research Institute, 
who seem to believe that, given time, 
the economy could adjust to virtually 
any value for the yen. But views are less 
divided when it comes to the reasons for 
the astonishing performance of Japan’s 
domestic economy during most of 197^ 
The Tokyo think-tank consen 
seems to be that a measure of luck, 
as well as plenty of good manage- 
ment, helped Japan to achieve a 
more rapid turnaround in the first 
half of 1987 than most forecasters 
had expected. The luck consisted of 
an unplanned, but unprecedentedly 
heavy house-building boom, a 
spending spree by wealthy consum- 
ers who had made their fortunes on 
the stockmarket or out of land. 
Coming partly under the heading of 
luck and partly of good management 
was the announcement of a massive 
government reflationary package at 
the very moment the economy was 
starting to pick up under its own 
steam. 

Of the three factors which 
launched the Japanese economy 
into orbit in the spring of 1987, the 
housing boom appears to have been 
the most important, at least in terms of 
its impact on short-term GNP growt 
The 1.7 million housing starts record. .. 
during the year — up from 1.2 million in 
1985 and 1.4 million in 1986 — caused 
an upsurge in private construction 
which in turn contributed a third of the 
1.8% jump in domestic demand during 
the third quarter and about a third of the 
overall growth of the economy. 


ce housing investment normally 
accounts for about 5% of Japan's 
domestic GNP in absolute or "static" 
terms, this level of increase was clearly 
something out of the ordinary. But the 


. direct impact of the housing boom on 


the domestic economy may have been 
far less than some of its indirect effects. 
The big 1987 increase in housing starts is 


reasons for the steel industry's unex- 
pected recovery. From mid-summer on- 


| wards, prices of construction steel reco- 


vered in less than three months losses 
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years. Increased living space resulting 
from the boom also raised demand for a 
range of consumer and household 
goods, thereby boosting industries 
which had suffered from the high yen's 
impact on exports. 

The irony of the housing boom is that 
government efforts (such as an increase 
in the loan funds of the government-run 
Housing Loan Corp.) probably did less 
to spark it off than the easier interest- 
rate policy which was introduced by the 
Bank of Japan in order to dampen pres- 
sures for the further appreciation of the 
yen. Still more ironic was the effect of 
Tokyo's notorious *land madness" on 
house building by private owners. 

According to a major city bank 
which specialises in housing loans, de- 
mand for loans ballooned during 1987 as 
owners of plots which doubled in value 
during the previous year tried to reduce 
their inheritance-tax liability by building 
apartment blocks on their land. Lower 
|. ipricesin 1988 should mean aslacker 

and for funds and a corresponding 
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| in the number of housing starts. 

Compared with the ups and downs of 
the housing sector, consumer s ending 
rose less in 1987 and seems unlikely to 
fall as much (if at all) in 1988. Yet here 
too some very special factors seem to 
have been at work. The spending boom 
that acted only a little less powerfully 
than housing investment to make the 
economy grow in 1987 turns out to have 
been confined to the top 20% of the 
population in terms of income. The 
lower four-fifths gradually reduced 
their purchases as real earnings stag- 
nated under the impact of the very mod- 
est wage increases awarded by major 
companies in the May 1987 round of pay 
negotiations. 

Middle and lower-ranking Japanese 
consumers ought to be better off in 1988 
if increases in company profits translate 
into larger pay rises from May onwards, 
as now seems almost certain. But the 
“wealth effect" which led to an 8% year- 
on-year rise in the sales of some leading 
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department stores in Tokyo during the 
final months of 1987 may have evapo- 
rated with the downturn in land prices 
and the October “correction” in stock- 
market prices. In that case, according to 
the more pessimistic analysts, some- 
thing more than a continuation of 
present trends may be needed to keep 
consumers spending in 1988. 

However, the bright side of the Ja- 
panese picture, which goes a long way to 
explaining why only a handful of 
forecasters see doom and gloom await- 
ing the economy in 1988 or even 1989, is 
the government’s new-found willing- 
ness to spend. After years of paring its 
public-works budgets to meet a series of 
highly inflexible fiscal-stabilisation 
targets, it is now ready to splash out 
generously on projects that can be ex- 
pected to generate employment and de- 
mand for the products of basic indus- 
tries, such as steel and chemicals. 

The ¥6 trillion (US$45.6 billion) re- 
flation package which was hurriedly un- 
veiled in June last year by the cabinet of 
former prime minister Yasuhiro 
Nakasone as part of an attempt 
to disarm foreign criticism of 
Japan’s management of its 
economy at the Venice Summit 
is still being disbursed and is 
likely to continue affecting 
spending levels until well into 
the 1988 fiscal year, according 
to Isamu Miyazaki, a former 
chief of the government’s Eco- 
nomic Planning Agency who 
now heads the Daiwa Securities 
Research Institute. Once the 
package is exhausted, Miyazaki 
expects the authorities to come 
forward with new measures to 
take up any slack which may re- 
sult from slow housing invest- 
ment. 

If the government is quick 
enough at translating supple- 
mentary budgets into actual 
spending, and if bottlenecks in the sup- 
ply of key raw materials such as steel 
and cement can be avoided, Miyazaki 
thinks Japan should be able to deliver 
4% growth during the coming fiscal 
year. This would be made up of a 6.1% 
rise in domestic demand, offset by a 
2.1% negative contribution from the ex- 
ternal sector of the economy. In practi- 
cal terms, this means that the Japanese 
economy will be growing under its own 
steam — not at a rate determined by the 
US economy as was so often the case. 

A complete and permanent decoupl- 
ing of the growth cycles of the two 
economies may still be a distant objec- 
tive — given the fact that 38% of 
Japan’s exports find their way to the 
US. But Japan may have made a start in 
the right direction. Its success could be 
tested in 1989 when President Reagan’s 
successor takes what are now seen as 
unavoidable measures to tighten credit 
and slow the growth of US domestic 
consumption. O 







'881 








Takeshita: tax reform. 





Reprieved by 
a windfall 


By Richard Hanson in Tokyo 

al A tax revenue wind- 
fall has allowed 
| Japan’s central gov- 
_#| ernment to produce 
—3 a mildly stimulative 
3 budget for fiscal 1988, 
which starts on 1 
April, without aban- 
doning its long-standing plans to rein in 
deficit-covering government debt issues 
by 1990. 

Whether the reprieve from strict au- 
sterity will continue beyond that de- 
pends on how successful Prime Minister 
Noboru Takeshita is at pressing for tax 
reform, with a broad-based sales or 
value-added tax as the centrepiece. 
Such a tax is needed to fund promised 
reductions in future income-tax rates. 

Until last year, the government had 
pursued austerity through five annual 
budgets with the zeal of à reformed 
glutton. Two prime ministers, Zenko 
Suzuki and Yasuhiro Nakasone, were 
obliged to stick closely to the goals of 
paring down expenditure and reforming 
government administration, including 
the privatisation of key public corpora- 
tions. 

For its part, the powerful Ministry of 
Finance (MoF), chastened by an embar- 
rassing failure to introduce major tax re- 
form in the 1970s, maintained a vow to 
end the practice of issuing long- 
term bonds to cover current budget 
shortfalls. In the current fiscal year 
Japan's outstanding long-term govern- 
ment debt, which was used to stimulate 
the economy following the first oil 
crisis, reached the equivalent of 51.896 
of GNP, compared with 41.1% in the 
US. 

Having missed an earlier target date 
for eliminating deficit-covering bonds 
(bonds issued to finance public-works 
projects are viewed separately), the 
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ministry has worked doggedly towards a 
1990 goal. But early last year, that plan 
again looked dangerously close to being 
abandoned in the face of pressures to 
stimulate the economy. 

In late 1986 and early 1987, the gov- 
ernment had exhausted monetary po- 
licy as a means of stimulating the econ- 
omy, having cut interest rates five times 
(to a historic low of 2.5%) over two 
years. Easy money was fuelling a 
speculative binge in land and on the 
stockmarket, but the economy was still 
sluggish. 

The urgent question at the time was 
how to finance a more stimulative 
budget and a supplementary budget 
package, which involved an unpre- 
cedented combination of measures 
totalling X6 trillion, nearly twice the 
size of a supplementary package passed 
in October 1986. 

But by mid-spring last year, it had 


become clear that the MoF had more 
funds than expected. In fact the ministry 
found that it had been rescued from its 
quandary by a surge in tax and other 
revenues — most notably the profit from 
the sale of shares in the privatised tele- 
communications giant, Nippon Tele- 
graph and Telephone (NTT). This, in 
effect, allowed the government to have 
its cake and eat it. 

The ministry had erred greatly in 
projecting just how buoyant tax rev- 
enues would be. Its revenues for the 
1986 fiscal year overshot projections 
made in a supplementary budget six 
months earlier by 6.2%, or ¥2.44 tril- 
lion. Revenue from corporate tax had 
jumped 11.7% and from securities 
transaction tax by 39.3%. | 

The understating of possible tax rev- 
enue may have been at least partly in- 
tentional. Conservative officials did not 
want to give politicians the go-ahead for 


Farsighted forecaster looks 
on the bright side 


|Hisao Kanamori, 
chairman of the pre- 
stigious Japan Econo- 
mic Research Centre, 
3 will probably go down 
Min history as the man 
who — unlike the 
government — cor- 
rectly foresaw the full extent of the Ja- 
panese economic miracle of the 1960s. 
Whether he will be able to claim to have 
been equally farsighted in the 1980s is 
another question. 

Unlike the majority of forecasters in 
Tokyo who see the economy slowing 
down during the next two years under 
the impact of various external stresses, 
Kanamori thinks Japan is on the 
threshold of the most sustained and 
rapid growth c$cle it has experienced 
since before the first oil shock in 1973. 
He foresees a 5.5% real GNP growth 
rate for the coming year — nearly two 
points more than his own institute's 
published forecast. The key to 
Kanamori’s thinking is his conviction 
that Japan will thrive as a result of a high 
yen exchange rate, rather than being 
driven out of business as others have 
suggested. 

He sees the yen reaching a level of 
110 to the dollar before the end of fiscal 
1988, but believes that, at the very least 
“it won't matter.” Japanese companies 
have already learned to export profit- 
ably at ¥130:US$1, so why not at 
¥110:US$1 a year from now? On the 
plus side, Kanamori says the high yen 
has boosted service industries remark- 
ably by lowering the cost of the im- 
ported materials some of them use. 
Manufacturing industries like steel have 
been forced by the rise of the yen 





to invest heavily in rationalisation — 
which has been good for the economy, 
too. 

Kanamori sees private capital invest- 
ment rising 10% in the current fiscal 
year and 15% in the year beginning 1 
April 1988, as higher profits give com- 
panies the means as well as the incentive 
to invest. Industrial investment will be 
one factor driving the economy along in 
1988, as the unprecedented 1987 hous- 
ing boom gradually fades. 

But the consumer-spending boom 
which has so far been confined to upper- 
income groups will broaden to include 
“ordinary” Japanese, as the labour mar- 
ket strengthens. Kanamori expects real 
incomes to climb by 3.8% during fiscal 





Kanamori: high growth potential. 


a return to pork barrel spending. But a 
senior official at the Economic Planning 
Agency said the sudden improvement in 
the economy and corporate profits was 
not foreseen. *We all underestimated 
the strength of the economy," he added. 


he MoF's Budget Bureau said the in- 
itially low estimates for tax revenues 
were made partly because actual tax rev- 
enues were — in retrospect — still bot- 
toming out at the time forecasts were 
being drawn up in the latter half of 1986. 
Another factor was that the ratio of tax- 
revenue growth to GNP growth proved 
much higher than normal. This was a re- 
sult of corporate profits being given a 
one-time boost by the revaluation of 
stocks and the stockmarket and land- 
speculation boom which gripped the 
country and generated enormous tax 
revenue. 
Those circumstances are not likely to 


1987 and by 5% in the coming ! 


Higher yen bonuses and the prospect of 
a bigger basic-wage increase in May will 
help this trend along. Cuts in personal- 
income tax, which form part of the gov- 
ernment's overall plan for tax reform, 
will be another big factor. 

Like some of the more bearish 
Tokyo economists, Kanamori admits to 
disappointment with the 1988 budget. 
But unlike others, he feels sure that a 
big supplementary budget will be forth- 
coming early enough in the year to keep 
the economy moving. The ¥6 trillion 
reflation package which the govern- 
ment announced in mid-1987 probably 
added 1.5 percentage points to GNP 
growth, proving that Keynesian econo- 
mics still works in Japan. 

Given the amount of loose cash now 
washing around in the public sector, 
where tax revenues have increased far 
more sharply than expected a year or so 
ago, Kanamori sees no reason why the 
government should not be able to aff 
another large dose of reflation beiu.- 
the end of 1988. 

Looking back on his recent perform- 
ance as forecaster, Kanamori admits 
that he may have overshot slightly with 
his estimate of a4.3% rate of growth for 
the current fiscal year. But his optimism 
looks no more off the mark than the pes- 
simism of “conventional” forecasters, 
many of whom failed to foresee the re- 
covery of 1987. The economy would 
have to grow at 1.5% in each of the last 
two quarters of the fiscal year (from the 
previous quarter’s level) for Kanamori 
to be proved right, but as growth in the 
second quarter actually hit 2% this is, to 
say the least, not impossible. 

Kanamori suggests the important 
thing is to realise that Japan still has a 
higher growth potential than most other 
industrial nations. The British economy 
has been expanding at 4% recently, he 
points out. “If the British can do it, why 
shouldn’t we?” — Charles Smith 
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recur simultaneously again. But the rev- 
enue benefits are still being felt. Tax 
revenues in the April-November period 
of fiscal 1987 were up 13.9% over the 
comparable period a year earlier. The 
initial fiscal 1987 budget projected a 
1.6% rise. Corporate tax was 20.6% up 
on a year earlier, inheritance tax (re- 
flecting land sales) was 30% up, and the 
securities transactions tax was up 58%. 

The good news on revenues enabled 
the MoF to draft a 1988 budget that 
looks deceptively positive as far as 
stimulating economic activity. That has 
mainly been accomplished by a decision 
to use some ¥1.3 trillion of the funds 
raised by selling NTT shares to increase 
the budget for general public works by 
slightly less than 20%. NTT money will 
be mostly doled out in the form of long- 
term interest-free loans to local au- 
thorities. 

The announced ¥56.7 trillion draft 


budget for fiscal 1988 will allow for a 
1.2% rise in general expenditures (com- 
pared with zero in the current fiscal 
year) to ¥33 trillion. That figure is ac- 
tually a bit lower than the expected final 
total for the 1987 budget, though 5.2% 
ahead of the initial draft. Similarly, the 
budget for public-works spending will 
be less than the total for fiscal 1987. The 
only addition to spending will come en- 
tirely from the NTT funds. 

One of the most striking results of a 
projected 9.5% rise in tax revenue in fis- 
cal 1988 is that the MoF has chosen to 
reduce the amount of deficit-covering 
bond issues. Next year it plans to issue a 
total of ¥8.84 trillion of bonds, down 
15.876 from the initial plan for the pre- 
vious fiscal year. Deficit-covering bonds 
will be cut by ¥1.83 trillion to only 
* 3.15 trillion. If the same pace can be 
maintained for two more years, the 1990 
goal will be reached easily. 


rrue-value' approach 


paints a dull picture 


Whatever other sur- 
prises they bring, the 
| coming two years will 
4 show the “true value" 
“i of Japanese econo- 
4 mists, predicts Johsen 
Takahashi, the former 

“a university — lecturer 
who heads Mitsubishi Research Insti- 
tute’s team of economists. Takahashi 
himself has put his reputation on the 
line by presenting by far the most pes- 
simistic economic scenario of any reput- 
able Japanese analyst — even more 
negative than the "official" findings of 
his own cautious institute. 

. He believes that Japan's real GNP 
“wth will fall to 2% during the 1988 

cal year and that the country will 
emerge from the resulting recession 
with a “hollowed out" industrial struc- 
ture, much as the US did after the over- 
valuation of the US dollar during the 
first half of the Reagan era. The funda- 
mental threat to Japan's stability, says 
Takahashi, is that trade and payments 
imbalances with the US have become 
too great to be solved in an orderly fash- 
ion. Instead there will be a series of 
shocks to the system as market forces 
take over from policymakers to restore 
a balance by “natural” means. 

The shocks will include a precipitous 
climb in the yen exchange rate, perhaps 
to ¥100:US$1, steep rises in US in- 
terest rates, and a further collapse of 
share prices. Japanese imports will 
climb steeply as the yen rises but the 
J-curve effect will keep Japan's trade 
surplus with the US high in nominal 
terms, pushing the natural adjustment 
process to even greater lengths. To 
cope with the stronger yen, manu- 
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facturers will have to 
transfer much of their 
capacity overseas. This 
will eventually weaken 
the domestic economy, 
preparing the way for a 
possible reaction which 
could ultimately include 
a much lower yen ex- 
change rate. 

Takahashi says the 
government strategy of 
boosting domestic de- 
mand to help reduce the 
overseas surplus will not 
work because the dis- 
equilibrium with the US 
is too big and markets 
are becoming too vol- 
atile. He also doubts whether private 
consumption in Japan is as strong as the 
government claims. Year-to-year rates 
of increase in personal consumption fell 
from 3.6% in the first quarter of 1987 to 
3% in the third quarter and may have 
dipped further in the fourth quarter, he 
suggests. The trouble about the con- 
sumer boom has been that consumers 
never had much money but were impel- 
led to spend when prices fell. Now 
prices are rising again. 

Takahashi also thinks the much- 
touted housing boom is “bound to run 
out of steam" because ordinary Ja- 
panese workers earning an average of 
¥5 million a year simply cannot afford 
to build houses that cost an average of 
¥100 million (including land). Weaker 
demand for housing, he points out, will 
affect demand for big-ticket consumer 
items such as large-sized TV sets 
and refrigerators, as well as employ- 
ment which has benefited from the 





Takahashi: negative view. 


The fiscal 1988 budget appears to 
leave the ministry ample scope for 
further action if needed. “The govern- 
ment has plenty of budgetary scope to 
introduce one or two supplementary 
budgets during fiscal 1988 if economic 
conditions were to warrant it," ac- 
cording to one financial attaché in 
Tokyo. 

Without new taxes, however, the 
government will be hard-pressed to 
keep up with spending demands beyond 
1990. Revenue from NTT share sales 
will be running out, and there are no 
other profitable public corporations left 
to put on the block. The government 
has completed its sale of Japan Air Line 
shares. One-time revenue boosts, such 
as one from the sale of commemorative 
gold coins in 1987, are unlikely. And 
stockmarket and land speculation ap- 
pears to have peaked for the time 


being. oO 


boom in the construction industry. 

Takahashi believes Japan’s 1987 
economic recovery was stimulated by 
the government, with its ¥6 trillion re- 
flation package, rather than by consum- 
ers. But even this was to 
some extent illusory, he 
suggests. The announce- 
ment of the package in 
June 1987 with its big 
provision for public- 
works projects, sent con- 
struction companies 
scurrying to buy steel 
and cement and to order 
trucks and other equip- 
ment, but actual *real" 
demand generated by 
the package may have 
been less. As for the 
1988 budget, Takahashi 
sees a credibility pro- 
blem in the way the gov- 
ernment has presented 
its figures. 

Finance Ministry officials claim that 
the budget is designed simultaneously 
to reduce dependence on borrowed 
funds and to boost demand — but both 
cannot be true. In fact the budget is re- 
strictive because it provides for a zero 
increase in public-works spending from 
last year's total (including the amounts 
included in the ¥6 trillion reflationary 
package). The figures only look positive 
if the 1988 budget is compared with the 
original budget for 1987 minus the in- 
creased spending provided in May. 

Takahashi explains the difference 
between his pessimism and the Suis en 
optimism of most other analysts by 
suggesting that many forecasters are 
afraid to reveal their true thoughts for fear 
of upsetting the stockmarket or the 
foreign-exchange market. His own view 
is that the government needs to be 
shocked into facing realities — but he is 
not optimistic about that happening. 

— Charles Smith 








n September 1985, when the Group of 
Five key currency countries finally 
agreed that the US-Japan trade im- 
balance had reached a point where a 
US-dollar devaluation and yen revalua- 
tion were unavoidable, a few 
economists pointed out that a cheaper 
dollar might actually widen the trade 
gap in the short run. They argued that it 
would automatically raise the dollar 
value of Japan’s exports to the US be- 
fore it started reducing their volume and 
before a lower exchange rate started to 
give an increased competitive edge to 
American exports. It is now clear that 
this so-called J-curve effect has become 
a major problem, not the temporary 
snag originally expected. 


Curse of the J-curve 


A study by Sumitomo Bank compar- 
ing Japan’s actual dollar-denominated 
trade surplus over the past two years 
with its real surplus measured in Sep- 
tember 1985 dollars purports to show 
that more than half of last year’s trade 
surplus was due to the effects of J- 
curve inflation. The impact on the US 
of the J-curve effect has been equally 
disastrous. 

In the first year after the Plaza agree- 
ment, the US suffered a sharp jump in 
both the real and the nominal size of 
its deficit because imports of manufac- 
tured goods from the four Asian newly 
industrialised countries, whose curren- 
cies had not been revalued against the 
US dollar, rose sharply as those of 


! (Real and nominal non-oil trade balances since the 
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HOW THE J-CURVE AFFECTED TRADE 





Sept. 1985 Plaza Agreement in US$ billion) 





Note: Real figures are obtained by recalculating nominal trade 
balances using the doliar-denominated export and impor: 
prices of September 1985. Oil and oii product imports are 
excluded. Japanese figures are seasonally adjusted 
exctuding gold imports for commemorative coins. 


Source: Sumitomo Bank 
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Plans to boost the 


quality of life 


! Prime 












mic strategy for Japan. On 


November, just three weeks after tak- 
ing office, Takeshita instructed the Eco- 
nomic Council (a blue-ribbon advisory 
committee of academics, former offi- 
cials and representatives of the media 
and of organised labour) to start draft- 
ing a new long-term economic plan cov- 
ering 1988-92. The plan will aim to 
bridge the gap between the quality of 
Japan's national life and the country's 


wealth as measured by GNP statistics. 


“Quality of life," in the context of 






EXPERIE 


GNP growth 


Minister No- 
boru Takeshita may 
| not have many ideas 
| about foreign policy, 
J but he seems anxious 
a to prove that he is no 
slouch when it comes 
= to drafting an econo- 


: JAPAN'S PLANNING 


(How post-war long term plans diverged from performance) 


External balance (US$ billion) 
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years ending in March. 
*for 1983-1986. $ 1987 estimate. 





Note: External balances are those for the final year of each plan period. Years are fiscal 


Source: Economic Planning Agency. 


the Takeshita plan, will mean not only 
higher living standards and more lei- 
sure, but a more constructive contribu- 
tion by Japan to the outside world and a 
better balance between domestic- and 
export-led growth. The plan will also 
stress Takeshita's favourite topic — de- 
centralisation — possibly calling for the 
capital to be shifted from Tokyo to 
somewhere else in the main island of 
Honshu. 

A reason why Japan badly needs to 
start focusing on "quality of life" issues, 
according to one official, is that yen re- 
valuation has made nonsense of many 
basic living-cost comparisons between 
Japan and the West. A survey by a 
group of leading economists in mid- 
1986 showed that, with the exchange 
rate at US$1:¥150, food prices in 
Japan were just over double those 
of the US while the overall 
level of household expenses 
was 38% higher. Getting liv- 
ing costs down in Japan in- 
volves the structural reform 
of sectors like distribution 
and agriculture, both of 
which are likely to be singled 
out for attention. 

Long-term economic-de- 
velopment plans are nothing 
new in Japan. There have 
been 10 since World War II, 
almost all of which were 
abandoned or superceded be- 
fore reaching the half-way 
mark after the economy's ac- 
tual performance had made 
nonsense of bureaucrats’ pro- 
jections. But Takeshita's en- 
thusiasm for planning stands 
in marked contrast to his pre- 
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decessor's apparent dislike of it. U; 
former prime minister Yasuhiro 
Nakasone, the Economic Planning 
Agency (EPA) was discouraged from 
starting work on a new plan to replace 
the government’s 1983 Outlook and 
Guidelines of Economy and Society in 
the 80s, long after that plan ceased to be 
applicable. | 

Nakasone's reluctance may have 
been based partly upon ideology, but it 
was probably also based on a fear of ac- 
quiring embarrassing commitments, for 
example to achieve a given level of re- 
duction in Japan's trade surplus. His 
anti-planning posture also seems to 
have been a concession to officials at the 
Ministry of Finance (MoF), who from 
the early 1980s onwards began cam- 
paigning vigorously against any attempt 
to lay down policy guidelines that might 
conflict with the ministry's overriding 
aim of balancing the budget. 


akeshita is expected to have | 

trouble than Nakasone in selling .... 
idea of long-term planning to the MoF, 
since a recent surge in tax revenues has 
made it relatively easy to balance the 
budget. But he may still have to make 
some tough decisions in the area of 
foreign trade and payments. A look at 
earlier Japanese plans shows that the 
government became progressively more 
vague during the 1970s about the level 
of external payments it hoped to 
achieve, with the last (1983) plan con- 
fining itself to pious hopes of an 
“internationally — harmonious ba- 
lance." 

According to one member of the 
Economic Council, Takeshita is "di- 
vided 50-50" on the question of whether 
to include a conditional numerical fore- 
cast for the external balance at the end 
of the five-year plan period (subject to 
such variables as changes in oil prices) 
or to play it safe with a general state- 
ment. If he shies away from publishing a 
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Japan declined. In the second year, the 
US began to get its trade balance under 
control in terms of real pre-Plaza prices. 
But in terms of post-Plaza prices the im- 
balance widened sharply, yielding a gap 
of more than US$30 billion by the end of 
last year. | 





I these calculations are right, the J- 
curve effect deserves more blame than 
Japan's alleged resistance to imports for 
the continuing massive imbalance on 
US-Japanese trade. More disturbingly, 
Sumitomo suggests that what has until 
now only been a peculiarly unhelpful 
curve could easily develop into a vicious 
circle. Frustration with trade problems 
could lead to a further fall in the value of 
the dollar during 1988 and to an inten- 
sification of the J-curve phenomenon, 
which in turn would mean an even big- 


ger Japanese trade surplus (and US def- 
icit). 

Sumitomo calculates that an av- 
erage exchange rate in fiscal 1988 of 
Y 100:US$1 could lead to Japan's IMF- 
base trade surplus hitting USS104.2 bill- 
ion, an increase of nearly US$10 billion 
from its estimated fiscal 1987 surplus 
(when the yen exchange rate is expected 
to average ¥139:US$1). If this was 
taken as the signal for yet another 
downward adjustment of the dollar 
rate, Japan could find itself in the mid- 
dle of a major recession while the US 
could begin suffering uncontrollable in- 
flationary effects from the rising cost of 
its imports. 

The frightening aspect of this scen- 
ario is that the J-curve effect seems 
likely to intensify in the near future even 
without US politicians or business lead- 


ers talking the dollar down to lower 
levels. Japanese exporters, who initially 
reacted to yen revaluation by cutting 
their yen prices and absorbing part of 
the increased dollar value of their ex- 
ports, began passing on the full amount 
of recent exchange-rate shifts in Au- 
gust, causing a sharp rise in the year-to- 
year rate of increase in Japan's dollar- 
denominated exports. 

The switch to a policy of passing on 
exchange-rate shifts rather than absorb- 
ing them may be good news for US in- 
dustry if it means that Japanese expor- 
ters have for the time being run out of 
ways to cut production costs. But it also 
mean that the bilateral surplus with the 
US could widen further instead of shrink- 
ing. All this is bad news for those who 
see a cheap dollar as the answer to US- 
Japan trade frictions. — Charles Smith 


SSS 


Home sales rescue 
electronics firms 


. €, EPA officials suggest the plan 
may at least contain separate figures for 
GNP growth and for domestic economic 
growth. This would be a way of commit- 
ting the government to continue switch- 
ing the emphasis of growth away from 
the export-led pattern which prevailed 
until early 1986. 

EPA officials who are helping the 
Economic Council to draft the plan say 
it will be indicative rather than prescrip- 
tive and therefore at best a vague indica- 
tion of where Japan hopes to go during 
the next few years and how it expects to 
get there. Even this, however, may be 
better than the open-ended policymak- 
ing system favoured by Nakasone. 

Nakasone's nearest approach to 
long-term planning, the 1986 Maekawa 
Report, may have actually damaged 
Japan's relations with foreign trade 
partners because of the confusion which 
prevailed about the Maekawa commit- 
tee’s status as a “personal advisory” 

up to the prime minister — not a 
gv» ernment body laying down policy. 

— Charles Smith 
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ng spree. 


A year ago, Japan's flagship electronics 
industry was bewailing the onset of 
the worst crisis in more than a decade as 
the high yen bit into exports and forced 
companies to shift production overseas. 
By mid-1987, it was clear that these 
fears were exaggerated, at least as far 
consumer products were concerned. 
Exchange shifts have made export- 
ing many consumer-electronics pro- 
ducts from Japan “almost impossible,” 
according to Hidehiko Yoshida, To- 
shiba Corp.’s senior vice-president 
for consumer products. But a combina- 
tion of luck and good management 
seems to have resulted in domestic sales 
making up for losses abroad. 
Home-market sales of all kinds 
of consumer-electronics products are 
thought to have jumped by 10% in 1987 
from 1986, more than trebling the origi- 
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nally estimated growth rate and giving 
the industry its best year since before 
the 1973 oil shock. Sales of “brown 
goods” (audio and visual equipment) 
did even better with an estimated rise of 
13% overall, including a 15% jump in 
sales of TV and video sets. 

Yoshida says that a rush to develop 
new products — or add frills to older 
ones — played a big part in helping the 
industry to tap latent consumer-spend- 
ing power. But basic factors such as the 
“replacement cycle” for consumer-elec- 
tronics products and the strong underly- 
ing growth of consumption throughout 
the economy may have helped even 
more. 

The year 1987 happened to coincide 
with the 10th anniversary of Japan’s last 
major electronics-spending spree when 
consumers used the wealth generated 
by the government's Keynesian re- 
flationary policies to splash out on 
"white" goods (refrigerators, washing 
machines, etc.) — which are now falling 
due for replacement. More important, 
the 1987 housing boom, when Japan 
with only half the population built more 
houses than the US, provided space for 
consumers to invest in larger and more 
costly appliances. 

The shift from “rabbit hutches" to 
"dog kennels" as the accepted standard 
for Japanese housing may explain why 
the industry managed to sell twice as 
many large (25 in plus) TV sets in 1987, 
Yoshida suggests, though improve- 
ments in the image quality of bigger TV 
sets helped as well. Riding on the back 
of the big-screen TV boom was a sub- 
sidiary surge in sales of up-market 
video-tape recorders with sales of the 
more costly hi-fi models jumping by 





| 72% on — «earlier levels to3.1 million 


| units. m | 
| At the bottom end of the “brown 
goods” market, sales of smaller TV sets 


languished and sales of standard video ~ 


equipment stagnated. But Sony Corp. 
has noted a boom in what it calls “per- 
sonalised" equipment, such as video re- 
corders that are capable of monitoring 
miniature TV sets. Video viewing by 
children in the back seats of their pa- 
rents' cars explains the success, accord- 
ing to Sony, of a Casio VTR unit using 
the standard VHS format which can 
pick up and transmit signals from a 3 in 
liquid-crystal set. 

Another social trend which Sony 
sees as having boosted its domestic sales 
in 1987 was the bulging population of 
teenage video and audio addicts. 
Japan’s population of 13-16 year olds 
reached a peak in 1987 as a result of the 
second, post-World War II baby boom 
(made up of children of members of the 
first baby boom, themselves born in the 
decade after World War II). Unlike 
their parents at a similar age, modern 
Japanese teenagers are awash with cash 
and this is one reason, says Sony, why 
sales of mini-compos (compac disc 
stereo sets incorporating miniaturised 
speakers) jumped by 39% during the 
year. 

Toshiba’s Yoshida estimates that 
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booming home-market sales of con- 


sumer-electronics products combined 
with the transfer to offshore production 


bases of some TV-production capacity | 


reduced the export ratio of the com- 
pany's home-based consumer-electron- 
ics plants from 30-33% in 1986 to 
about 2596 in 1987. The shift means that 
Toshiba is theoretically far less vulnera- 
ble to the negative impact of yen revalu- 
ation than it was a year ago — but this 
was not achieved painlessly. Apart 
from the difficulty of getting labour 


unions to accept production shifts, 


Yoshida complains of a breakdown of 
“orderly pricing" as companies have 
rushed to step up sales in the home mar- 
ket. 

List prices of big-screen TV sets and 
hi-fi videos are on average down about 
20-25% from year-ago levels, according 
to Hitachi's deputy general manager for 
TV and audio, Kyohei Kasaba. But bar- 

ains offered to shoppers in Tokyo's 
amous Akihabara electronics market 


(where about 10% of all domestic 


Japanese sales of consumer-electronics 
products are made) can take actual re- 
tail prices a great deal lower. In one re- 







| store for € 59,000. 











Peu eue ne mod el Sharp T 
with stereo sound that was listed 


110,000 was sold by a big Akihabara - 


Japanese companies which focused - 
mainly or wholly on exports during the 
long period of exchange-rate stability 
which preceded the 1985 revaluation 
appear to be facing extreme difficulty in 
switching emphasis to the home market. 
But a few cases exist of outstandingly 
successful home-market penetration by 
smaller manufacturers. 


» December 1986, Funai Electric, a 
privately owned Osaka-based com- 
pany which had no previous record of 
selling into Japan's home market, at- 
tempted to take the market by storm by 
announcing an innovative product 
which bigger companies had not 
thought of — a home-baking machine 
which can be switched on automatically 
during the night to provide fresh bread 
(or croissants) for breakfast. 

By the end of 1987, Funai's t....1 
maker had been swamped by a deluge of 
similar products from  heavyweight 
Japanese makers including the industry 
giant, Matsushita Electric, which is said 
to be planning to turn out 1 million 
bread makers a year. Funai, however, 
had managed to get its name in the 
newspapers and on TV, and succeeded 













This announcement appears as a matter of record only. December 1987 | 
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creasingly insecure overseas market to 
domestic sales. 

.. The extent of the challenge the com- 
pany faced, and continues to face, in 
1 ing the switch can be judged by the 
t that only one of nearly 100 
Akiharaba stores handling consumer- 
electronics products had begun stocking 







its goods by the end of 1987. The re- 
maining shops were apparently con- 


strained by the “traditional” ties with 


big manufacturers that have also largely | 







4 to keep imported goods out of 
anese home-electronics market. 
inai's chief manager for public re- 
, Yasujiro Ebine, says the com- 


‘prises if it wants to consolidate its foot- 
hold i in the home market. But Funai and 
other companies seem confident that if 


they can keep the new products coming, | 


SS consumers will go on buying 
— zat i least until well into the second half 
ice stability and an improved 
mployment situation have unlocked a 
lingness to spend, 
Yoshida, which was not apparent even 
in earlier Japanese growth periods. For 


the time being, it looks as if a good deal | 


of that willingness will continue to be 
lavished on the products of the elec- 
tronics industry. — Charles Smith 
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End of the game 


Australia's BHP outlasts its long-time suitors 


By Hamish McDonald in Sydney 


he retreat of Robert Holmes à Court | announced the bold 
from Australian steel and resources | ( | : 
iant Broken Hill Proprietary Co. | | our’ 
BHP) has closed for several years at | January soon aft 
least the possibility of “the Big Austra- | mass of agreeme 
lian” being split D pepe reduced | ownership | struggl 
anyway by the October sharemarket | been deadlocked si 
crash. Although burdened with more | 1986 “truce” which e 
debt, BHP is set to expand globally | ders to a 20% equity s 
around its core resource Operations, | sources to 30%. | 
gambling most heavily on a tightening The October crash h 
of oil markets in the early 1990s. kers pulling back credit lit 
Agribusiness and brewing group El- | ers. Loton saw his oppoi 
ders IXL, which was brought in to foil | looked for institutions to help 
Holmes à Court, is even more than BHP | and Elders out, but in the end f 
only Australian. entity big enougl 
interested was BEI ee Looki 
back on the long siege f E 
| Perth-based raider Hk 
made his first bid in Aug 
| said: "It's end game. It’s 
Holmes à Court is n 
the BHP share registe 
back to BHP a 19.1% stake held by 
subsidiary, Bell will still hold 10% of 
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Court's Bell Resources backing away, 
Elders has been able to escape from its 
risky "grey knight" play in BHP with its 
money back. If other planned divest- 
ments can be achieved, it will have re- 
duced debt to low levels. Chairman 
John Elhott and allies have been put 
firmly in control of Elders. 

BHP managing director Brian Loton 
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: BHP. (BHP will cancel the shares itre- | lion asset sell-off that will reduce the 


ceives.) Indirectly Elders will have a 
similar holding. But both Holmes à 


|- Court and Elliott are off the BHP 


board. Holmes à Court has agreed not 
to increase his holding, except by a full 
bid with a cash alternative — which 
would require him to line up more than 
A$9.5 billion finance at the current 
BHP share price. 

The deal is not entirely signed and 
delivered. The National Companies and 
Securities Commission is studying 

whether BHP would be breaching a ban 
on companies buying their own shares. 
The deal is also subject to approval by a 
BHP shareholders’ meeting on 25 Feb- 
ruary. The removal of any "premium" 
in the share price means that minority 
investors are unlikely to get the A$7 
. paid to Bell and Elders for some time. 
What investors will get is a stake in a 
company in which power has shifted 
from a board dominated by Melbourne 
"establishment" figures to one made up 
of BHP executives — not iconoclastic 
raiders as had seemed possible. Loton is 
joined on the new board by divisional 
chiefs, who it might be expected will 
build the businesses they know best. 
Loton has assured the federal gov- 
ernment that the core businesses will 
not be touched in a projected A$1 bil- 
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debt from the buy-back. Most probably 
this will include manufacturing invest- 
ments — Tubemakers, Rheem and so 
on. What will be leftis a near-monopoly 
steel-making arm that has been restored 
to profitability, huge low-cost coal and 
iron-ore mines, major shares of two 
large copper projects (Papua New 
Guinea's Ok Tedi and Chile's Escon- 
dida), and a petroleum empire. 

Although production from the 
offshore oil field in Australia's Bass 
Strait will soon start running down, 
BHP has been successfully exploring in 
the Timor Sea. The Northwest Shelf 
liquefied natural-gas project, in which 
BHP and subsidiary Woodside Pet- 
roleum have a combined one-third 
share, begins exports to Japan late next 
year. Acquisition of Monsanto Oil in 
the US and the North Sea leases of 
Hamilton Oil has given BHP oil and gas 
reserves in the US and the North Sea. 
Exploration activities extend to the 
Gulf of Mexico, Papua New Guinea, 
China, Egypt and the Gulf. 

BHP estimates that a US$1 move- 
ment in oil prices adds or subtracts A$27 
million to or from net profits. (BHP 
profits are also exposed A$17 million to 
every 1 US cent shift in the Australian 
dollar, which can be expected to move 


Floating a trial balloon 


Taiwan considers the benefits of rejoining Gatt 


By Jonathan Moore in Taipei 


p iss has been testing the political 
waters with a proposal to rejoin the 
General Agreement on Tariffs and 
Trade after a 38-year absence, but the 
effort has been hampered by a split in 
the government over what to call the 
country. 

The economic, finance and foreign- 
affairs ministries have formed an ad-hoc 
committee to study the problem, but the 
priorities of each indicate varying de- 
grees of flexibility as they weigh the 
benefits of joining against having to ac- 
cept a title that subordinates Taiwan to 
mainland China. 

The interest in rejoining Gatt results 
from Taiwan's current desire to reduce 
the barriers against finance and trade 
which it has erected against the rest of 
the world. These aspirations, however, 
will be tempered for the time being as 
the nation mourns the 13 January death 
of president Chiang Ching-kuo — the 
governments main proponent of 
liberalisation. 

The Gatt issue reflects considered, 
long-range policy decisions, and sup- 
port for the initiative is likely to survive 





92 


the current domestic uncertainty. On 31 
December, Chen Yu-chu, the Ministry 
of Foreign Affairs spokesman, said: 
"Because our country is the 13th-largest 
trading country in the world, we will do 
our best to rejoin Gatt in order to main- 
tain our rights." 

The name, Republic of China (RoC) 
— as the country is known to itself and 
to the 24 countries which recognise it of- 
ficially — is politically unacceptable to 
the 86 members of Gatt who recognise 
the Chinese Government. China, which 
is in the process of joining Gatt, has 
been putting pressure on those nations 
to block Taiwan's entry, under any for- 
mula. 

Within Gatt, Taiwan would expect 
support from the seven member coun- 
tries that recognise it, and would hope 
that its status as a trading nation would 
bring enough of the others to its side to 
gain the two-thirds majority vote it 
would need for acceptance. So far, 
neither the US nor Japan has responded 
to Taiwan's trial balloon. Both are Gatt 
members and have full diplomatic rela- 
tions with Peking. Their support would 
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up with a rise in minerals and energy - 


prices.) nod 
After much talk of finding a "fourth 
arm" (after steel, minerals and oil), 
BHP has recently begun expanding ser- 
vice activities, using the existing three 
arms as the base. Shipping has been re- 
vived with a modern ore carrier, and 
newly freed of requirements to sell Bass 
Strait oil to domestic refineries, it has 
ordered a new large oil tanker. En- 
gineering work has been won in de- 
fence, paper, sugar and minerals pro- 
cessing industries in China, Thailand, 
the Philippines and Papua New 
Guinea. 


nvestors will have to take on trust 

the assertion that the lesson has been 
learned from the Bell raid — that man- 
agement has become more aggressive 
and profit-oriented, and more attuned 
to benefits for shareholders. As well as 
removal of the takeover premium from 
the share price, the buy-back meane ^ 
gearing ratio that will leap from 43* 
about 55% (debt as a proportion oi 
shareholders' funds plus debt) — all in 
the interests of “stability” and less “dis- 
traction" from running the businesses. 
However, cancellation of the Bell 
19.1% will increase earnings per share, 
and allow dividends to rise 2-3 A cents 





carry weight among other members. 


Gatt was founded in 1947 as a non- 
political affiliation of customs areas, 
and prospective members may apply to 
Join under any title they choose. Thus, 
the ministries of finance and economic 
affairs believe there would be economic 
benefits to be gained from joining Gatt 
as an independent tariff area, calling it- 
self, say, "China, Taiwan," or "China, 
[Taiwan]." Foreign Ministry officials, 
meanwhile, are giving few hints as to 
their flexibility on the name issue, say- 
ing only that whatever Taiwan c; 
itself must “maintain the natio 
sovereign dignity.” 

The issue for Taiwan, said a foreign 
diplomat, will be a matter of “whether it 
will be possible for Taiwan to join with- 
out changing its China policy [of no con- 
tact, no compromise, and no negotia- 
tions, with the mainland] and without 
being subordinate to Peking.” 


“he authorities deny that Taiwan’s in- 
terest in joining Gatt is only a politi- 
cal ploy aimed at embarrassing China 
and undermining its attempts to join the 
organisation. “We are reasonable peo- 
ple,” said Wei Ke-ming, chief of the po- 
licy and negotiations section of the 
Ministry of Economic Affairs’ Board of 
Foreign Trade. "No one wants to do this 
for a political purpose." 
By the end of 1987, Taiwan's trade 
surplus had grown to US$19 billion and 
the authorities are apprehensive about 
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above the present 31 A cents a share. 

At a buy-out price of A$7 a share, 
Elders comes out of the buy-back 
breaking even on its effective entry 
price after allowing for subsequent 
rights and bonus issues. Both Elders 
and BHP will subscribe A$575 million 
to-the capital of a joint venture. How- 
ever, the Elders injection comprises 
A$500 million in taking up 8% five-year 
redeemable preference shares guaran- 
teed by BHP, and only A$75 million 
risk capital. The joint venture will then 
borrow A$1.025 billion and pay Elders 
A$1.6 billion for its 18.9% BHP stake. 

With the joint venture’s borrowing 
non-recourse to the parents, Elders pre- 
sent A$4.3 billion debt could be re- 
duced by the A$1.6 billion received 
(against shareholders’ funds of A$4.5 
billion and convertible notes of A$600 
million). In addition, Elliott is hoping to 
push through soon the much-delayed 
float of the hotel chain bought with Bri- 
t~s Courage Breweries. This could 
|: Elders about A$1.8 billion. With 
debt down to A$1 billion or so, Elders 
could then look to a major US or Euro- 
pean brewing takeover. 

Elliott has also greatly narrowed the 
ownership of Elders itself. BHP will sell 
its 18.8% stake in Elders to Harlin Ltd, 
a company owned by Elliott, Elders 





any curtailment of its exports. The US 
Treasury Department has proposed, 
for example, that Taiwan — as well as 
Hongkong, Singapore and South Korea 
— should no longer enjoy the trade 
benefits it currently receives under 
the US Generalised System of Prefer- 
ences. 

Ministry of Economic Affairs offi- 
cials point out that as a Gatt member, 
the most-favoured nation status Taiwan 
enjoys with most Gatt nations would be 
made permanent. Taiwan would also 

1 access to the organisation's dis- 
, arbitration mechanism and would 
be in a better position to influence 
events within Gatt in which it has a di- 
rect interest. Taiwan also seeks wider 
trade contacts in lieu of formal diploma- 
tic ties and is trying to diversify its ex- 
ports beyond the US, its most important 
trading partner. 

A major sacrifice Taiwan would 
have to make to conform to Gatt rules 
would be to grant most-favoured nation 
status to Japan. Despite Taiwan's cur- 
rent protectionism, its deficit with 
Japan stood at US$4.86 million at the 
end of December. “We will probably 
suffer more of a deficit with Japan, but 
we must explore other ways to balance 
trade," said Wei. The additional expo- 
sure to competition from Japan would 
also act as a spur to greater efficiency in 
the local hi-tech industry, which Taiwan 
is concentrating on promoting, added 
Wei. 


Holmes á Court: loss on BHP sale. é 





executives and the Elders pension fund, 
conditional on them putting A$200 mil- 
lion equity into Harlin. At A$3.50 a 
share the price is A$630 million, but de- 
ferred through a preference share ar- 
rangement. 

AFP Investments, which are close al- 
lies of Elliott, recently entered a joint 
venture with Australasian food grou 
Goodman Fielder Wattie to hold 20% 


A question of clout 
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of Elders, while AFP has options on a 
further 17.7% of Elders. Assuming El- 
liott can substantially increase the share 
price of Elders over the next five years, 
his group would be well placed to take 
out minorities in this vast combine. 

For his part, Holmes a Court has in- 
curred a A$296 million loss before tax 
on the BHP sale. Following previous 
sales of shares in Texaco, Ampol and 
BHP which yielded A$1.53 billion, Bell 
Resources could eliminate debt with the 
A$2.1 billion from BHP and have 
A$320 million cash left over. Remain- 
ing investments in Bass Strait royalty 
holder Weeks Petroleum, Central 
Queensland Coal Associates, Panconti- 
nental Mining, BHP Gold and BHP it- 
self are valued at about A$1 billion. 

This puts a net asset backing of about 
A$2.40 a share on Bell Resources, 
about A$1 above the market. Holmes à 
Court thus has an incentive to move 
quickly to merge it with his Bell Group, 
which has 42% of Bell Resources. Bell 
Group itself (of which Holmes à Court 
owns 4576) retains several British and 
Australian banking, retail and media in- 
vestments valued at about A$2.6 bil- 
lion. Borrowings are estimated at 
A$1.65 billion, plus A$560 million in 
convertible bonds. Holmes à Court re- 
mains a considerable market force. E 








The EC is angry that its trade gap with Japan continues to widen 


By Shada Islam in Brussels 


qo European Community (EC) is 
gearing up for another round of ac- 
rimonious trade skirmishes with Tokyo, 
following news that Japan's trade 
surplus with the EC rose by 4% to 
Y 2.93 trillion (US$23.1 billion) at the 
end of 1987. EC External Trade Com- 
missioner Willy de Clercq immediately 
threatened Japan with even tough- 
er, but as yet unspecified, restric- 
tions, on European markets, adding 
that he also intended to adopt a 
"stronger and above all a more unit- 
ed EC line" in trying to secure im- 
proved European access to Japanese 
markets. 

De Clercq and his aides were irked 
by Japan apparently being more re- 
sponsive to US pressure than to EC de- 
mands. Japan's surplus with the US 
fell by 12.4% in yen terms and in- 
creased by only 1.4% in US dollar 
terms, while the EC’s trade deficit 
with Tokyo rocketed by 20% in dollar 
terms. 

However, officials said they were 
paying more attention to the yen figures 
because the Japanese currency’s links 
with European currencies were more 
stable and reflected the reality of 


trade relations between the two sides. 

“These figures give credit to the idea 
that Japan gives more importance to 
American pressure and that it is ready 
to make concessions to that country 
which it is not ready to offer the commu- 
nity,” complained de Clercq. The EC, 
he said, was now even more convinced 
that Japanese exports were being di- 
verted from the US to the European 
market. 

But, in marked contrast to previous 
tirades against Tokyo, EC officials tem- 
pered their criticism of Japanese trade 
policies by admitting that their counter- 
parts in Tokyo were more aware of the 
need to correct their country’s “intoler- 
able trade imbalance” with Europe. 
Such goodwill had still not, how- 
ever, been translated into concrete 
action. 

Although the EC managed to in- 
crease its exports to Japan by 8.7% in 
yen terms in 1987, de Clercq quickly 
pointed out that this was not enough to 
overtake the 6% rise in Japanese sales 
in European countries. EC exports to 
Japan in 1987 stood at ¥2.55 trillion, 
compared to Japan’s exports of ¥5.49 
trillion. 


a nz. A I ET e S L ES T a EE RE 1e e AT 1E ED IR ne Fa rn 


FAR EASTERN ECONOMIC REVIEW e 4 FEBRUARY 1988 


923 


MARKETS 


Re-making a market 


Securities review considers the philosophical and the practical 


By Christopher Marchand in Hongkong 


f the many issues before the Hay 

Davison securities-review commit- 
tee into Hongkong’s capital markets, 
the most important is a philosophic one. 
To what extent should Hongkong fall 
into line with international practice on 
securities regulation and disclosure? 
Or should the territory maintain its 
traditional status as a free-wheeling, 
often unscrupulous, laissez-faire mar- 
ket? 

Most submissions to the review com- 
mittee have dwelt on the practical 
rather than the philosophical. The 
majority argued for reform which en- 
joys wide support — such as the need 
for a modern clearing system. Alterna- 
tively, it was stressed that mechanisms 
be installed to avoid a repeat of the 
damaging closure of the Hongkong 
stockmarket for four days last 
October. 

But Hongkong's position 
as Southeast Asia's leading fi- 
nancial centre is the crucial 
issue facing the committee. 
The debate's parameters — 
hence the form of an adequate 
regulatory framework — will 
be governed by the desire to 
maintain Hongkong's posi- 
tion, and is akin to that which 
preceded the Big Bang in Lon- 
don. Simply put, would Hong- 
kong's appeal as a financial 
centre be weakened by a load 
of new regulations? 

For its part, the govern- 
ment's decision to establish 
the Hay Davison Committee implies a 
commitment to a thorough review of the 
market's regulatory structure. Cer- 
tainly, it would be hard to justify a more 
modest effort in terms of time, re- 
sources or the fact that an eminent out- 
sider in the form of Ian Hay Davison 
was asked to head the review. 

But changing political factors in 
Hongkong — as regards the exchange's 
internationalisation, the China factor 
and the need to accommodate foreign 
and bank-owned brokers who account 
for the majority of market turnover — 
also create the momentum for a far- 
reaching overhaul. 

Already a global financial centre, 
Hongkong acquires additional impor- 
tance as the gateway to China. High 
standards of regulation and investor 
protection could further enhance the 
territory's long-term appeal. The gov- 
ernment must also give weight to the 
views of those foreign brokers who were 
cajoled into supporting the futures-mar- 
ket rescue last October. By and large, 
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Hongkong’s business district: 


these brokers favour more thorough re- 
form. 

The issues before the committee are 
now taking shape. These can be 
grouped into 10 topics, covering: the 
power to close the exchange; the settle- 
ment system; the exchange's manage- 
ment; the need for and independence of 
the Securities Commission and the Of- 
fice of the Commissioner for Securities; 
the futures exchange; the listings proce- 
dure; solvency of exchange members; 
the behaviour of listed companies (not- 
ably as regards disclosure and related 
party transactions); share dealing 
methods; stockbrokers' conduct of busi- 
ness, and an overall assessment of the 
regulatory framework of the capital 
markets. 

Ownership of the exchange's settle- 
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ment and clearing system will be one of 
the most delicate matters facing the 
committee. Unanimity exists on the 
need to upgrade the settlement struc- 
ture. But disputes over ownership — 
which bestow an invaluable knowledge 
of the market’s trading patterns and 
share ownership — have thwarted the 
start of a computerised operation. 


Ox option would be for Hay Davi- 
son to opt for a single nominee 
company, holding small shareholdings 
as a matter of course. Such a structure 
would vastly facilitate credit control and 
share transfers — the latter involving a 
mere transfer between books. But Hay 
Davison would be foolhardy to suggest the 
Hongkong Bank be allowed full owner- 
ship of the system. That would hardly ac- 
cord with Hongkong’s changing political 
realities, let alone be fair to stockbrok- 
ing firms, such as Sun Hung Kai Securi- 
ties — which has the largest retail base 
in Hongkong. 

A different dichotomy surfaces in 
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the debate over a 24-hour settlement 
system. The present system is unwork- 
able, and is honoured only in the 
breach, the larger, foreign brokers in- 
sist. They say their international client 
spread makes it impossible to settle 
transactions in 24 hours, while the in- 
adequacy of present rules has prompted 
clients to delay settlement, often into- 
lerably. To lay down clear and workable 
guidelines, the large brokers want a 
five-day rolling settlement. Share sales 
and purchases concluded on a Monday 
would then be settled the following 
Monday. 

A longer settlement time would 
place a greater capital strain on the 
smaller, local Chinese brokers. More 
capital would be needed to finance 
greater holding costs, and the result 
could be to cull the number of brokers. 
Given the traditional and unique nature 
of retail participation in Hongkong’s 
stockmarket, the fact that the territory 
has more brokers than Tokyo, Lon’ 
or New York is not so incongruous. 
Hay Davison appears to have no option 
but to propose a five-day rolling settle- 
ment in the interests of Hongkong’s 
competitiveness as a global 
financial centre. 

The number of brokers 
also impacts on representa- 
tion on the stockmarket gen- 
eral committee. The larger 
brokers, who were excluded 
in the days of Ronald Li, made 
a say on the committee the 
price of their support for the 
futures bail-out. But to couple 
representation with brokers’ 
market shares would flounder 
on the fluctuating size of such 
shares, and on the political 
ees | controversy in switching the 
E exchange’s control from the 
smaller to the foreign and 
bank brokers. 

So Hay Davison might opt for the 
neutral course of giving no faction o1 
right control of the committee. Back 
by a strong executive management 
under Robert Fell’s successor, this 
could create an effective system of good 
government with checks and balances. 
The committee itself would comprise 
members from the local brokers, 
foreign brokers, the market users (com- 
panies and unit trusts) and the general 
investing public. 

Public representatives could be cho- 
sen either by Hongkong’s governor or 
by the other committee members. To 
lessen local fears of foreign domination, 
Hay Davison could possibly consider re- 
commending that a two-thirds majority 
or more is needed for important com- 
mittee decisions. A review of market 
trading methods is also needed. 

With a significant slice of the market- 
making in Hongkong stocks — perhaps 
as much as half — taking place in London, 
there is also a case for the government 
to reduce or abolish stamp duty. LH 
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Porc turmoil, on the heels of de- 
W vastating floods, has taken a severe 
toll on the Bangladesh economy so far 
this fiscal year (ending 30 June). AI- 
though the new Finance Minister M. A. 
Munim, a retired  major-general, 
categorically ruled out the possibility of 
a negative GDP growth this year, all 
signs point to the contrary, 


Munim told the REVIEW: “If it {pote i 


tical agitation and work stoppages] con- 
tinues in a reasonable manner, the 
economy could be geared up to cope 
with it.” He said the government has 
undertaken a comprehensive study to 
find out the extent of total production 
losses and how best to recover these 
losses. 

~ jodgrain losses due to the floods 
I been estimated at more than 3 mil- 
lion tonnes and despite massive govern- 
ment efforts through an agricultural re- 
habilitation programme, total losses 
could be reduced by only one-third, 
leaving a net loss of more than 2 million 


tonnes. Since agricultural output takes | 


up half the country's total GDP, such a 
loss has trimmed GDP by an estimat- 
ed 3.16%. Political unrest during 
November and December has resulted 
in reduced productivity at mills and 
factories, with 17 out of 51 working days 
lost. This is expected to cut the GDP by 
another 1.7%. So out of a projected | 
growth target of 5.1% this 
year, some 4.86% has al- 
ready been lost. 

A shortfall in both rev- 
enue receipts and foreign aid 
disbursements during the 
first half of the fiscal year has 
generated a severe budget- 

resource gap. While 
mue receipts during the 
-€ period amounted to 
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, p Net % change | change | Dividend | 
Current year's group profit forecast at Y 12.5b on sales of 


Y 880b. 


don s net profit for current year forecast at Y 16b, up 
1.8% on previous year, on sales of * 356b, up 1.1%. 


Group net profit for current year forecast at Y 5.20b on sales 
of ¥ 670b. 


High aluminium demand and low world inventories boosted 
sales and profits. 


Improved copper, silver and lead prices helped sales. 


: [Kumagai Y 30 Sept. 

jGumi 

| [TDK Corp. Y30Nov. | ¥18.07b Y 398.26b n.a. 
: (US$142.1m) (US$3.1b) (n.a.) 


















































CONOMIC MONITOR 
No growth prospects 


Taka 18 billion (US$571.4 million), 

| compared to the annual budget target of 
| Taka 49 billion, aid disbursements reach- 
| ed only US$550 million against the pro- 
| jected annual level of US$1.67 billion. 
| To compound the economic prob- 
| lem, private investments have also 
| levelled off because of political uncer- 
| tainty. Since the government's public- 
| sector annual development programme 
| is expected to be cut by 30%, overall in- 
|! vestments during fiscal 1988 are likely to 
| doo eH of the year's target by at least 

o 

| Owing to surging non-development 
spending, particularly for post-flood 
exigencies, the implications of the rev- 
enue shortfall for budgetary manage- 
| ment is likely to be severe. The govern- 
| ment’s earlier move to curtail its rev- 
| enue expenditures by about 8% to ab- 
| sorb the additional burden of increased 
| salaries and wages, fringe benefits, fes- 
| tival bonus and others apparently did 
| 
| 





not work. Therefore, the actual revenue 
expenditures during the year may ex- 
| ceed the original projected level of Taka 
44.81 billion. 

Earlier last year, IMF officials had 
predicted 1988’s GDP at around 1.8% 
compared with the 4.4% growth the 

year before. But the then finance minis- 
ter, M. Syeduzzaman had suggested at 
the time that if the rehabilitation pro- 
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ome oo 6m) (US$476. 5m) | ud 
H 30 Sept. | - HK$9.35m HK$19.36m -5 nil 
(US$1.2m) (US$2.5m) (nil) 








The group has reduced its debts to HK$84m following 
disposal of land in Macau, and is now poised for further 
restructuring. ee 


gramme could be implemented success- 
fully, the growth rate could reach 
2.5%. 

Meanwhile, a six-member IMF team 
begins its annual consultations with the 
government from 1 February on an up- 
to-date appraisal of the country's 
nomic situation. Two m 
— one taking care of th 
nancial and monetary s 
duled banks and the othe 
bank's data monitoring sy: 
two-member World Bank te 
hold discussions with governi 
cials about aid to the financi 
All their findings will have som 
on the forthcoming April meeting ftne | 
World Bank-led aid consortium in 
Paris. The negotiations with the World . 
Bank for the finalisation of fresh aid - 
commitments in fiscal 1989 has so far 
proceeded very slowly. 

While resource constraints have cast 
its shadows on the government's overall 
economic and budgetary management, 
the country's debt-service payment has 
reached an all-time high of US$400 
million this year. The repayments in- 
clude all loans. With the slowdown 
of gross aid disbursements and mount- | 
ing debt-service burden, the country 
may be faced with lower availability 
of foreign aid during the next fiscal- 
year. 

The political unrest began at a time 
when prospective private investor 
groups from a number of countries, in- - 
cluding the US, Japan and 
Britain were showing some . 
positive interest. Grindlays. |. 
Bank, which is part of the |- 
ANZ banking group, had | ^ 
been trying to organise à. 
trip for a group of prospec- 
tive investors to Bang- 
ladesh this year, but it 





is now reviewing the situa- 
tion. 


— S. Kamaluddin 


Comment 








PRICES AND TRENDS 


CURRENCIES INTEREST RATES (^) 


1-year Interbank 


treasury 
bills/t ist 3 monthst 


25 Jan. 
US$1 WORTH 


Australia dollar 3 1.399 
Britain pound - 0.560 
Canada dollar t 1.279 
France franc i 5.641 
Hongkong dollar : 7.795 
India rupee d 12.925 
Indonesia rupiah } 1,660.00 
Japan yen f 127.72 
Malaysia dollar 2.554 
New Zealand dollar : 1.50 
Pakistan rupee à 17.4325 
Philippines peso à 20.875 
Singapore dollar ; 2.024 
South Korea won i 784.70 
Sri Lanka rupee . 28.93 
Switzerland franc . 1.356 
Taiwan NT dollar : 28.60 
Thailand baht ; 25.26 
WestGermany mark ` 1.673 


Australia 10.28125 11.21875 
Britain , ^ 8.4375 8.875 
Hongkong 1.00 A 3.125 
Indonesia 14.50 — 


Japan ; 4.1875 4.25 


Malaysia 3.15 . 3.60 
New Zealand 17.20 

Philippines 11.50 

Singapore 2.875 

South Korea £ 

Taiwan 5.00 

Thailand . 7.00 

US 


EUROCURRENCY AND ASIAN CURRENCY UNIT DEPOSIT RATEST 


£ Sterling 


Banknote Official Communist 
rate rate countries 


Bangladesh . 
Brunei . . US$-Rmb 3.722 


Burma 
Macau HK$-Rmb 0.479 


Nepal [ k Soviet Union 
PapuaN.G. . . US$=Rouble 0.5929 
Other: SDR1=US$1.36776, ECU1=US$1.234, Laos 

S$1=M$1.2645, £1=HK$13.813, US$=New Kip 350.00 
3 months forward: Japan Y 126.645, f 

Hongkong HK$7.659, Singapore S$2.007, Vietnam 

tMiddlerate "Selling rate US$- Dong 368.00 


Yen 
Swiss Fr. 
Dm 

A$ 


* long term ** short term t offered rate Source: Telerate, Vickers da Costa & Co. 


COMMODITIES BOND YIELDS (%) 
[ -————M—— ] 


Source: Telerate for spot and forward rates from Asian money markets, Republic Na- 
tional Bank of New York for banknote selling rates on the Hongkong market 
and Deak International Ltd for official rates. 





































































































































































































































































































































































































































































































Gold London (3) 471.35 475.25 476.75 USS: 

Domestic 3-5 yearst 

Copper New York (4) 7-10 yearst 
Current dave (Jan.) 120.40 121.00 International 3-5 yearst 

ar. deliv 108.1 

Aluminium. London (1) F CM MM 
Current delivery (Jan.) 1,134.00 1,175.00 Yen: 

Feb. delivery 1,068.00 Domestic 3 years t 
Tin KualaLumpur (2) 17.25 17.35 10 years t 
Cotton New York (4) International 3-5yearst 

Current delivery (Mar.) 64.69 64.66 64.83 7-10yearst 

May delivery 65.45 Dm: 

Rubber Kuala Lumpur (9) Domestic 3-5 years" 
Current delivery (Feb.) 280.50 282.00 266.50 10 years " close 
Apr. delivery 281.50 International 3-5yearst 

Palm Oil KualaLumpur (5) 7-10 yearst 
Current delivery (Feb.) 1,218.00 1,260.00 750.00 860.00 AS: 

Mar. delivery 1,165.00 Domestic 3 years t 
Sugar New York (4) 10 years t 

Current delivery (Mar.) 10.40 9.45 7.04 8.01 International — 3-5yearst 

May delivery 10.27 7-10 yearst 
Pepper Singapore (10) : y 

Sarawak Asta bik 100% 947.50 947.50 1,077.50 1,100.00 C$: 1 
Wheat Chicago (6) Dome Syra" 

Current delivery (Mar.) 323.20 330.20 300.20 291.00 | 10years * 

May delivery 323.20 International 3-5yearst 
Maize Chicago (7) 7-10years! 

Current delivery (Mar.) 199.60 197.40 181.20 159.50 £: 

May delivery 205.40 Domestic 3 years t 
Rice Bangkok (8) 10 years t 

5% white fob 295.00 285.00 273.00 200.00 International 3-5yearst 
Soyabeans Chicago (6) 7-10 yearst 

Current delivery (Mar.) 631.60 622.60 539.40 500.00 NZS: 

May delivery 640.20 Domestic 3-5 yearst 
Cocoa London (1) 7-10 yearst 

Current delivery (Mar.) 1,150.00 1,158.00 1,156.00 1,317.00 International 3 years * 

May delivery 1,173.00 d t 
Coffee London (1) SFr: et nas 

Current delivery (Jan.) 1,194.00 1,214.00 1,314.00 1,628.00 . 

Mar. delivery 1,226.00 3-5 yearst 
Petroleum Tokyo (11) 7-10 yearst 

Sumatran light 17.35 17.30 18.30 17.50 ECU: 

Brent London (11) 16.50 16.95 19.00 18.40 3-5 yearst 





7-10 yearst 














(1)€atonne (2)M$akg (3)US$anoz (4)UScalb (5)M$atonne (6) USc a 60 Ib bushel 
(7)US¢a56Ibbushel (8)US$atonne (9)Mcakg (10)S$a100kg (11)US$abarrel Source: Telerate, Reuter. 





tGovernment Source: Telerate. 





* AAA corporate 
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Source: UBS-Phillips & Drew. 










ECONOMIC INDICATORS — SELECTED ASIAN COUNTRIES 
































































































































































































Economic Growth % (real) (1) 
1987 12-13 3.7 
1988 7-7.5 4.5-8 3.5-4.5 
International Reserves (5) 
Latest US$14.95b n.a. US$77.64b 
(Sept.) (Nov.) 
Year earlier US$11.30b n.a. US$42.03b 
Trade Balance (total merchandise) 
Latest 3 months —US$0.37b +US$0.002b —US$1.24b +US$1.47b(9) + pond 9. voci 
(June-Aug.) . (July-Sept.) (June-Aug.) 
Previous 3 months —US$1.27b —US$1.03b +US$0.81b AE 00 00b 
Vaerdali —US$2.70b +US$0.74b +US$24.23b 
Exports (7) 
Latest 3 months US$9.93b US$13.82b US$4.61b(9) US$58.53b(6) 
% change previous 3 months +11.2 +3.4 +21.5 +2.2 
% change year earlier +22.2 +30.2 +36.9 +6.5 
Imports (8) 
Latest 3 months US$10.3b US$13.82b US$3.14b(9) US$39.13b(6) 
% change previous 3 months +1.0 +10.0 +5.1 +5.0 
% change year earlier —4.5 +32.2 +19.4 +27.4 
Consumer Prices 
Base July 80-June 81=100 Apr. 77-Mar. 78— 100 1985=100 
Latest 3 months index average 170.0 107. 73 294.86 
(July-Sept.) (May-July) (ot Dao: ) (June-Aug.) (Sept.-Nov.) 
% change previous 3 months T1. +1.7 +1.6 +4.6 +2.7 
% change year earlier +8.3 +3.5 +6.7 +8.9 
Money Supply (3) 
Latest A$123.13b(10) Rmb 594.12b HK$287.26b Rs 1.51t(10) 
(Nov.) (Nov.) Oct. 
% change previous month —0.03 
% change year earlier +25.9 
MALAYSIA PHILIPPINES SINGAPORE SOUTH KOREA TAIWAN THAILAND 
economic Growth % (real) (1) 
1987 
1988 
International Reserves (5) 
Latest US$13.72b US$64.9b 
: (July) (Sept.) 
Year earlier US$1.23b US$12.75b US$38.2b 



















Trade Balance (total merchandise) 















































































Latest 3 months 4 US$0.59b(4) —US$0.23b —US$0.73b +US$1.91b(6) +US$5.09b 1 
Angee) (Sept.-Nov.) (Aug.-Oct.) (Aug.-Oct.) (Sept.-Nov.) (Sept.-Nov.) 
Previous 3 months +U .43b —US$0.21b —US$1.10b +US$1.54b +US$5.42b —US$0.51b 
Year earlier +US$0.36b —US$0.87b +US$1.73b +US$4.33b —US$0.34b 
Exports (7) 
Latest 3 months US$4.0b(4) US$12.34b(6) uses 4.58b 
% change previous 3 months +17.3 +0.6 
% change year earlier +34.3 +31.2 
Imports (8) | 
Latest 3 months US$3.4b(4) US$1.77b US$10.43b(6) 
% change previous 3 months +14.3 +4.7 —2.7 
% change year earlier +43.9 +36.0 
Consumer Prices 
Base 





1978=100 June 82- ut 100 
: 103.16 


o" ^r ) 


1980- 100 1976— 100 
i 204 


Latest 3 months index average (A A t) 
ug.-Oct. 
41.2 

































% change previous 3 months 
% change year earlier +2.8 
Money Supply (3) 
Uatet rere P139.5b Won 40.33t Baht 795b 
(Oct.) (Dec.) (Dec.) 
% change previous month —0.4 42.0 


+13.1 +19.2 


% change year earlier 


(1) Official and other estimates of GDP (GNP in Japan) (2) Consumer PriceindexA (3) M2 or currency plus bank deposits (4) Peninsular Malaysia only 
(5) IMF definition of reserves minus gold except for Singapore (6) Customs basis (7) fob (8) cif (9) Excluding petroleum products (1 0) M3 Source: Official statistics. 
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STOCKMARKETS 


Profit-takers swamp trading 


MOST markets in Asia came under selling pressure in the period to 25 Jan. Hongkong chalked up more 


losses than the other markets in the region, while Taiwan was a big gainer. 


HONGKONG: Stocks fell in generally 
lack-lustre trading after a heady start 
during the period. Blue chips came 
under heavy selling pressure as institu- 
tional investors took profit at the 
slightest chance. The Hongkong Bank 
and the Hang Seng Bank both closed 
easier at HK$7.40 (95 US cents) and 
HK$29.20 respectively. Turnover 
totalled 1.38b shares, worth HK$4b. 


TAIPEI: The weighted price index 
surged ahead on a broad-based rally as 
investor confidence strengthened. A 
steady climb in daily turnover 
suggested the return of institutional in- 
vestors in the market. Average daily 
turnover was NT$15.8b (US$552m), 
the highest since the period ended 12 
Oct. Far Eastern Textile Co. gained 
NT$5.50 to NT$59, a 10% increase. 


TOKYO: Encouraging news about the 
US trade deficit helped Japanese 
shares rise in a holiday-shortened 
session. Hi-tech stocks and exporters 
gained ground along with large- 
capitalisation issues. Honshu Paper 
climbed ¥44 (35 US cents) to close the 
period at ¥599 and NEC rose ¥70 to 
*2.140. Volume was a thin 518.8m 
shares a day, worth ¥508.6m. 


SINGAPORE: Profit-taking set in as 
investors noted New York’s reluctance 
to follow through on the good trade 
figures. The traditional pre—Chinese 
New Year bull run seemed slow in get- 
ting started, with interest centring 
mainly on Malaysian stocks. Faber 
Merlin put on 5 S cents (3 US cents) to 
30 S cents. Volume averaged 32.6m 
shares a day, worth S$56.9m. 


KUALA LUMPUR: The market mean- 
dered throughout the period, despite 
the encouraging post-crash debut of 
Mun Loong, which closed 74 M cents 
(29 US cents) over its issue price of 
M$1.10. Institutions remained cauti- 
ous and the only real interest was in the 
cheaper end of the lower-liners. Turn- 
over averaged a respectable 20.9m 
shares a day, worth M$28.9m. 


BANGKOK: After big profit-taking on 
the first day of the period, the market 
drifted lower on calmer trading than 
the previous two to three weeks. Newly 
listed at mid-period, sanitaryware 
manufacturer American Standard 
closed at Baht 448 (US$17.70), down 
Baht 2, compared with a par value of 
Baht 10. Foremost Friesland led the 
gainers, up 14.5% to Baht 854. 














AUSTRALIA: There was a marked rise 
in activity, capped by the resolution of 
the BHP imbroglio. Overall, prices 
firmed in response to the better tone 
on Wall Street and rising commo- 
dity prices. After touching A$7.10 
(US$5.10), BHP ended the week at 
A$6.60, with the removal of the 
takeover premium. Volume was 
537.5m shares worth A$604.3m. 


NEW ZEALAND: Buying interest was 
weak in the holiday-shortened period. 
Rada Corp. returned to listing after an- 
nouncing negative shareholders funds. 
Most leaders were affected, particu- 
larly investment and property com- 
panies. Brierley ended the period 
down 16 NZ cents (11 US cents) to 
NZ$1.51. Volume for the period total- 
led 31.75m, worth NZ$30m. 


MANILA: The market drifted to the oil 
sector, where a few issues survived a 
general price slump as an onshore drill- 
ing project in Central Luzon neared a 
critical depth. Average total turnover 
reached P123.28m (US$5.9m), up 
10.6%, on 1.7b shares, up 76.7%. 
Oriental-B rose 16.7% to P0.105 and 
Seafront-A grew 12.5% to P0.027, 
boosting the oil board. 


SEOUL: The market advance con- 
tinued on lower volume, with the index 
closing at a new high. Wholesale trad- 
ers, up 12.1%, and financials, which 
gained 6.8%, led the market. Trading 
house Sam Mi Corp. gained 18.5% and 
Pusan Bank was up 12.4%. Volume 
eased from the previous period's re- 
cord levels to an average 12.6m shares 
a day, worth Won 244b (US$693m). 


BOMBAY: Early gains, triggered by an 
increase in the administered price of 
aluminium, were eroded as investors 
turned cautious on end-account con- 
siderations. Institutions, too, kept 
away and trading thinned out towards 
the close. The biggest losers were 
Hoechst and Century Mills which shed 
Rs 20 (US$1.50) each to Rs 480 and Rs 
660, respectively. 


NEW YORK: A wave of takeover ac- 
tivity stimulated the market on the last 
day of the period, and reduced the toll 
that profit-taking had taken on blue 
chips earlier. Turnover for the period 
totalled 915.5m shares. A rally in the 
US bond market and a relatively firm 
dollar also helped stocks. The Morgan 
Stanley Capital International Index 
firmed to 404.4 on 22 Jan. 
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*unchallenged authority! 


. There is no doubt amongst leading top management as to which publication is considered. | 
the most authoritative in the region on coverage of Asian business affairs. It's theFarEast- | 
ern Economic Review by an overwhelming majority! de X 


*unparalleled influence! 


No other publication in Asia or anywhere for that matter provides such depth and. 
of coverage of events throughout the region. Don't just take our word for it. Asl 
| Ple you look up to and respect the most which publication they turn to for u 
| . coverage of Asian news. The overwhelming response will be the Far Eastern ] 


since January of 1974, the Review has grown in size from just over 20,000 copies per is; 
to its present estimated average circulation of more than 66,000 copies (Publishers’ Sta >- 
ment) per issue. i 


















_A growing number of advertisers have taken full advantage of this impressive growth. The — 
Review has increased its ad page volume from 1,458 in 1978 to 2,638 in 1987. | 


Advertisers know beyond question that the Review reaches the highest concentration of 
Asia's most important people. And they know that as an effective advertising vehicle, its 
performance is unequalled. Le ee. 
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SRG Executive Surveys — Asian Executive Study Unparalleled influence in Asia. 5 
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~ HONG KONG EXHIBITION CENTRE 


The First Water Technology, Sewage and Wastewater Treatment Exhibition 
incorporating Environmental Protection and Pollution Control 


e 
. The exhibition has been designed to act as International Watertech Hong Kong is an d 
=a forum for companies eager to involve opportunity for those within the industry to A S 
“themselves in the infrastructural develop- make and renew contacts, talk directly to o 
. ment presently taking place throughout those who plan and specify within the d adt 
- Asia. region and to exchange ideas and infor- 


< The exhibition will ive visitors a unique mation. 
MON ^ g q Fairs and Exhibitions Ltd. Fairs and Exhibitions 


| Opportunity to see gathered under one Suite 12, Accurist House —— Rm. 1428 Prince’s Bidg. 
ae roof, the latest services and equipment 44 Baker Street Chater Road, Central 

P ME vf l d b: th int tia | A d London WIM 1DH Hong Kong 
..manutactured by the international indus- United Kingdom Tel: 5-257272 
..tries involved in water technology, sewage Tel: 01:935-8537 Fax: 5-8108995 
open od bd ! Fax: 01-935-8161 

at and wasterwater irecpnent, Tix: 299708 Efanee G 25.0 
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APPOINTMENT 





Eligibility: 


Qualifications: 


award. 
Duration of Award: 


considered. 
Focus of Research: 


| publishable research. 
Research Projects: 


Stipend/Housing Subsidy: 


Other Benefits: 
provided. 
































Kowloon, Hong Kong. 


TALC MINE 
MONTANA 


Due to a restructuring of its pro- 
duct lines, a major U.S. food 
processing company is making 
available for sale a talc mine in. 
-| Montana. The mine is com- 
|. | prised of several mining claims, 
~ | and is located in a U.S. Na- 
tional Forest. All relevant 
operating permits, heavy 
equipment and machinery are 
in place. Experienced per- 
sonnel available. Interested 
_ | parties may contact by calling . 
. | 215-527-5257, or by writing: 
P.O. Box 1015, Bryn Mawr, 


| PA19010, USA. — 






RESEARCH FELLOWSHIP 
IN ASEAN AFFAIRS 


Applications are invited for a Research fellowship available at the 
institute of Southeast Asian Studies. 


The Research fellowship is limited to applicants who are nationals 
or permanent residents of ASEAN countries on a rotational basis. 
Nationals or permanent residents of the Philippines are eligible to 
apply for the fellowship to be awarded from January 1988. 


Within the foregoing preference will be given to those candidates with 
Ph.D. or equivalent qualification, or those with first-hand high-level 
experience in ASEAN affairs, and who are in a position to complete 
their proposed projects in the stipulated period of the Fellowship 


The award can be for any appropriate length of time, up to a maximum 
period of twelve months. Extension beyond this period will not be 


The area of research can be any topic pertaining to developmental 
and associated problems of ASEAN, with special emphasis on 


Research projects submitted for consideration should be well thought. 
out and be as complete as possible in terms of aims and objectives, 
scope, schedule of work, and so on. 


The Fellowship carries a stipend and a housing subsidy amounting to 
$$2,300 to $$3,000 per month, the actual amount provided depends 
on candidate's qualifications and experience. 


In addition, travel, research allowances, and medical care are also 


All applications, giving full details, should be sent directly to the 
respective ASEAN National Secretariat of the nationals concerned. 


PACIFIC CENTRE — 
The ist Business Centre on Kowloon side — can offer you a bright, 
new, attractive office in a prestigious location in Tsim Sha Tsui. 
supply Rent-a-Desk, Instant Companies, Address Services, Sec facilities, 
Accounting, Filing, Telex, Fax and, in fact, all Business Services. 

9th & 10th/F, Bank of America Bldg., 1 Kowloon Park Drive, T.S.T., 


Telex: 56443 WATC HX/33412 PCFCT HX Fax: 3-7239005/3-7395907 








HONG KONG 


e also 


Tel: 3-7210880 


| COMPANY CONSULTANCY LIMITED | 


| Our specialist consultants provide com- 
| prehensive business advisory services 
which include: 

* identification of and solving company 
problems 

Establishing contacts and securing 
financing 

Setting up business 

incorporation of companies 

Company secretarial matters 
Nominee services 

Business services & valuations 
Financial advice and planning 
Taxation services & planning 
Book-keeping and accounting ser- 
vices 

Reinvoicing transactions 

Contract negotiations 

Company investigations 

Recruitment 

insurance advice & broking 

788, Star House, 3 Salisbury Road, 


Kowloon, Hong Kong. Tel: 3-7398298 
Telex: 33055 COMCL HX Fax: 3-7398266 
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EMIB offers you: 
e a twelve-month full-time intensive program in International Busine 


EMIB gives you the unique opportunity to: 
e work with a highly qualified faculty drawn from all over Europe 
e be part of a multinational team of participants 
e view Europe as a single marketing entity 
e use your managerial skilis for an in-depth analysis of a business issue 
(the European Project). 


EMIB i: designed for managers: 
e who already have a university degree and at least three years 
of business experience. 


The EAP-EMIB Program is accredited by the C.G.E. (Conférence des 
Grandes Ecoles), an organisation of the leading French graduate schools 
in Engineering and Business. 

For further information, contact ; EMIB Admission Office 

EAP - Ecole Européenne des Affaires 

108, Boulevard Malesherbes, 75017 PARIS 

Tél. : 4754.65.00 (ext. 6496) or 4754.65.78 

Télex : EAPFRAN 6405 F - Téléfax: 42,6 746.19 

PARIS - OXFORD - BERLIN - MADRID 


88-1 


























Loans, Venture Capital, in- 
vestments for your Project, 
Venture. international Finance 
and investments. We wili con- 
sider all types of Business Deals 
and Ventures. Latin American Fi- - 
| nanciers invite proposals. Send 
details of your Project, Venture 


| INVESTORS WAN. _. 
MARINE PROJECTS 


(typewritten) to: AMIRTIMUR |. Managing Director 

PRIVATE OIL ANDMININGCO.. The Tora Marine Group 

LTD, Athens Tower B, Suite P.O. Box 615 

506, 115 27 Athens, Greece. Broadbeach-Queensland-421t 
AUSTRALIA 


Maximise Effectiveness... 
Maximise Cost 
in the Classifieds! 


(Fax)-075-399045 





Subject to contract. 


707 HRST PACIEKC DAVIES 
| PROPERTIES LIMITED. | 


PACs HONG KONG Tel: 3-254418 









PROPERTY i 


FORSALE PRIVATELY 
.. A 4,500 ACRE 
DEER RANCH 
North America’s only large- 
Scale ranch for the breeding 
and raising of deer to provide 
fresh venison to the growing 
U.S. and international gourmet 
food market. 4,500 acres of the 
finest pasture and woodland in 
upper New York State near the 
Canadian border, with a beauti- 
ful 6-bedroom farmhouse over- 
looking an 86-acre lake. The 
ranch currently runs 1700 deer 
with complete deer-handling 
facilities and America’s first 
and only U.S. Department of 
Agriculture approved and in- 
spected slaughter facility for 
venison. 

Price upon request: BOX 641, 
RHINEBECK, NEW YORK, 
1 U.S.A. 













PERSONAL 





THE 
DIPLOMAT HOTEL 


2 CHESHAM STREET 
BELGRAVIA 
LONDON SW1X 8 DT 
TEL: 01-235 1544 
TELEX: 941 3498 EXECUTG 
FAX: 259-6153 
Single: £42.50 + VAT 
Double/Twin: £58.50 + VAT 
Ail rooms with private facilities, col- 
2ut television, direct dial telephone, 
iairdryers, coffee and tea makers. 
substantial. breakfast served in 
)0edrooms, 













3TNERS WANTED 


‘or the direct importing of European 
ind American luxury automobiles. 
MARTENS ENTERPRISES 
35 Lewis Street 

Newton, MA 02158 USA 
Telephone-617-969-1179 
Tetex-920120 MARTENS USA 





Readers are recommended 


to make appropriate enquiries and take approp- | 
riate advice before sending any money, incurring | 
any expense or entering into a binding commit- 
ment in relation to an advertisement. The Far East- 
ern Economic Review shall not be liable to any per- 
son for loss or damage incurred or suffered as a re- 
sult of his/her accepting or offering to accept an in- 
vitation contained in any advertisement published 


+ 





































e 





AE SINE EN 
DU 
Es 


o 


"v 


C 
eM 






oe 


P se e ee, (Ea iets PR : 


" 

QUO dH ey 
ANERE quu 

d a 

Do e 


a 
++. s P xd 
^ RA a REN RS nf ne hd e 
w? o tea es ite e 
Y * d o y E ë e e He x » tels 
+ ^ r F 5 d st 7 RS ^ " A GEN ORE duet a 
NS D AM ; KHU IM X Re PRR NN A EHA P see 

aie rN Eur, aA no mte 5 H e ME AMO te 5e eer Puy tem 5 

SA, A e N t! we Peng on fetus rA dee Kats ee A i S P eh iat uta resi ue He a) 
r x % r! x iS Pata EPOR SUI EA AS rata Re ELT, ee SE RA ") ELS tA ROS 








O7&8March 10 & 11 March 15 &16 March 30 & 31 March 6&7 April o | 


or 






X : w) eite 


O For: Forex dealers, currency traders and hedgers, brokers, fund managers, O 
X investment advisors and all other investors or traders, with or without X 
O prior experience of technical analysis. P 





Aew commentis trom ia Pal l 
X "Great, fantastic, inspirational and gave “Very good - I found this seminar most 
O me a different and obviously successful interesting and educational. It has cer- 
X approach to chart analysis, strategic po- tainly been beneficial to me, towards 
Q sition-taking, profit preservation and better understanding and application of 
minimizing losses." the charts. I would definitely recom- 
"* Investment Manager, Auckland mend the course." 
Trader, Hong Kong 


"Most enjoyable and productive, with 
X much practical insight into behavioural “The most simplified and logical com- 
© psychology. Both content and speaker mon-sense approach to a highly com- 

highly recommended." plex and technical subject. Thank you 

Corporate Treasurer; Tokyo very much.” 


“Excellent! I feel much more confident "!nancial Analyst, Sydney 


X now in chart analysis." "It was marvellous, I got a lot from it.” 
O Private Investor, Singapore Forex Dealer, Tokyo 


X [For further information and a brochure, contact’. ——— ^ "iy 1X 


or further information and a brochure, contact: 


O»x Ox OXO»xXOxOxOxo» o 








O | Karen Warrington, Chart Analysis Ltd, 7 Swallow Street, London W1R 7HD, UK [e 

X ii 01-439 4961 Telex: 269884 CHARTS G Fax: 01-439 4966 | X 

O| Name lO 
(BLOCK LETTERS PLEASE) 

X | Firm IX 
Address 

X | 
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NOTICE 











COPYRIGHT REPRINTS z 
The combined efforts of the Far Eastern Economic Review's large and | 
highly skilled editorial team have made it the premier source of informa- | 
tion for those who do business, or have an interest, in or with Asia. 

As a testimony to the publication’s editorial quality, many Review articles 
have, over the years, been reprinted in newspapers, magazines, educa- 
tional textbooks, newsletters etc throughout the world. 


Should you as an editor, publisher or on behalf of an organisation, educa- | 
tional establishment etc wish to enquire about our reprint and copyright 
charges, please address your correspondence to: 

Managing Director 

Review Publishing Company Limited 

GPO Box 160, Hong Kong 

Tel: 5-293123  Fax:5-8656197 Telex: 82804 REVMD HX | 
We welcome enquiries from all interested parties and assure you of our. f 
prompt, individual attention. f c RE 





























LETTER FROM KANHA 


|: is only a short ride into the shadows 
of the forest to find the tigers' resting 
place. The visitors, four at a time, make 
the journey by elephant, sitting on an 
oblong platform firmly tethered to its 
back. The only sounds in the soporific 
heat of the day are the rhythmic creak- 
ing of the ropes as they take the strain in 
time with the elephant's ponderous 
steps and the quietly uttered instruc- 
tions of the mahout, seated at the head 
of the platform, behind its head. He 
further exerts his authority with gentle 
kicks behind the elephant's ears and the 
use of a stick. 

In this way, down steep gullies and 
upward between the trees, whose 
branches snap against the face, the vis- 
itor comes upon the tigers. There are 
two of them, tracked earlier in the day, 
lying in the tall grass half way up a hill- 
side. At first, it is difficult to discern 
those familiar, striped markings against 
nature's background, but as the mahout 
edges the elephant ever closer, their 
"fearful symmetry" falls into place. The 
visitors emit small sounds of excite- 
ment, their cameras click and the tigers 
look on with disdain. After about 10 
minutes, during which the elephant is 
manoeuvred so all can gain an adequate 
view, the experience ends. Welcome to 
India's Kanha National Park. 

For this writer, together with an as- 
sortment of Hongkong residents and 
expatriates living in India, Kanha was 
the chosen place of refuge from the 
Christmas season. We were not alone. 
The core area of the park, which is 
where visitors go to view the wildlife, 
was teeming with Indian families and 
groups of schoolchildren also eager to 
see something of India's wildlife herit- 
age — especially the tigers. 

The system works this way: in the 
early morning, reports of tiger sightings 
or other signs of their presence are re- 
ceived by the game wardens and track- 
ers on elephants are sent out to the 
areas where the tigers are most likely to 
be discovered. On the days when tigers 
are found, word is relayed back to the 
park's control centre. From there, the 
tourist groups quickly learn that if they 
go to the appropriate point in the park, 
elephants will be waiting to take them to 
see the tigers. The tourists in“mini- 
buses, Land-Rovers and cars are.drawn 
to the spot like moths to the flame of a 
flickering candle. And that is when signs 
of friction start to show. 

The fact that there are only two or 
three elephants to transport several 
dozen people leads to disputes among 
different groups as to who has priority. 
To ensure that everyone is catered for, 
the length of the trips to see the tigers 
are cut to the minimum. The experi- 
ence, as a result, is diluted from what 
ideally should be an extended contem- 
plation of one of the world's most mag- 


nificent animals in its natural habitat, to 
the level of a quick elephant ride at the 
ZOO. 

In a way, though, this situation is a 
reason for celebration. The very fact 
that the tigers’ growl is reverberating 
ever more frequently around Kanha is a 
sign of hope. At the turn of the century, 
there were about 40,000 tigers roaming 
throughout India. By the early 1970s, as 
a result of uncontrolled killing and the 
erosion of their natural habitat, which 
was increasingly taken over by India's 
ballooning population, their numbers 
had dropped to about 1,800. In Kanha 
— the former game reserve of British 
viceroys in north-central India about a 
day's journey by rail and road from Cal- 
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One of Kanha's tigers. 





cutta — only 31 survived and they were 
still being shot as late as 1971. 


hanks to Project Tiger, which was 

introduced by India in 1973 with the 
help of the World Wildlife Fund, the 
situation today, at least in Kanha, is 
much improved. As a result of conser- 
vation efforts, including a ban on the 
killing of tigers and the voluntary relo- 
cation of whole villages from the park, 
there are now thought to be more than 
100 at large in the park. The rate of in- 
crease in their numbers, though, is of 
necessity slow, as tigresses only produce 
a litter every two years and out of every 
three to five cubs born, only two on 
average survive. 

Neither are the tigers the only form 
of wildlife to have benefited from con- 
servation efforts in Kanha. One of the 
true pleasures of a visit to the park 
(apart from the bleary-eyed experience 
of rising at 5 a.m.) is to make an early 
morning. game ride in the back of an 





open Land-Rover, starting while the 
stars are still spread over the sky. Asthe 
sun rises above an open meadow in the 
chill of the dawn, the landscape slowly 
emerges, swathed in diaphanous, low- 
lying mist. And dimly glimpsed through 
its white eddies, move the ghostly 
shadows of chital, blackbuck and 
barasingha deer. 

The chital, the favourite prey of ti- 
gers, have thrived in the park and now 
number several thousand. So have the 
barasingha, the swamp deer, which at 
one stage were hovering on the edge of 
extinction. The security of the park. 
where the only enemies to fear 
natural predators, has also broug. ... 
increase in a number of other animals, 
including the sloth bear, leopards and 
wild dogs. The open areas of the park, 
most of which were originally either 
used for cultivation or were the sites of 
villages, are the best for game viewing. 
But almost all the park is, in fact forest, 
and it is here that one is most likely to 
glimpse a leopard or sloth bear or some 
of the 300 species of birds to be found in 
Kanha. 

It is Kanha's isolation that has 
helped contribute to the growing suc- 
cess of its conservation programme. For 
five months of the year from April the 
animals' natural order reigns in the 
park. It is cut off from the rest of the 
world as a result of the monsoon rains, 
which make difficult the river crossings 
necessary to reach it. But in the tourist 
season, which runs from late November 
to March, up to 90,000 people, all but 
about 3,000 of them Indians, make ** 
trek to Kanha to view the game. Fi 
the point of view of conservation, the in- 
creasing popularity of the park among 
local people is a major plus, because 
it creates support for the Indian 
ains policy of protecting wild- 

ife. 

But from another perspective, if the 
figures continue to grow, it could be to 
the detriment of the wildlife. 

For overseas visitors contemplating 
a visit to Kanha, by far the best place to 
stay is the Kipling Camp, run by an 
ardent conservationist, Bob Wright, 
whose daughter Belinda shot the Na- 
tional Geographic documentary Land 
of the Tiger — a highly informative and 
visually stunning acount of the habits 
and habitat of tigers in India, which was 
partly filmed in Kanha. The amenities 
at the camp are basic, but it provides ex- 
cellent food and a tot of rum for the 
early morning coffee to ward off the 
chill before the drive into the park. 

— Brian Jeffries 


es oe 
2G 


dam 


The Minolta 7000. 
The world's best-selling and 
No.1 award-winning autofocus SLR. 


Minolta's Hi-Tech autofocus technology that revolutionized SLR 
photography. Astonishing speed. Brilliant accuracy. Incredible 
ease of operation, even in flash photography. They're all 
convincing reasons why the Minolta 7000 is the number one 
choice worldwide. Isnt it time to take a firsthand look at the 
autofocus SLR that's second to none? 


THE HI-TECH AUTOFOCUS SLR ; OOO 


Minolta Camera Co., L'td., 30, 2-Chome, Azuchi-Machi, Higashi-Ku, Osaka 541, Japan 














“My Rolex will be my life-long partner.” 


It was a cold January in New 
York in 1976 when the bright 
lights of international stardom 
first shone on Yoko Morishita. 
In its review of her incredible 
performance with the American 

Ballet Theatre, The New York 
Times ventured a prophecy. 
“Perfect positioning, impeccable 
balance ~ her every gesture 
guarantees Yoko Morishitas 
destiny as a classical ballerina.’ 

Today the international ballet 
world is indeed aware of Yoko 
Morishita. She has now danced 
with such brilliant partners as 
Fernand Bujones, Jorge Donn, 
Balee Inharm and the great 
Rudolf Nureyev. Such classic 
pairings are a measure of Yoko 
Morishitas superb technique, 
which is winning her an ever- 
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growing following. 

Though gifted with enormous 
natural talent, Yoko Morishita 
disdains terms of adulation such 
as “genius”. She sees the attain- 
ment of perfection as a struggle 
of ceaseless effort, unwavering 
intensity. 

"I wear out a pair of toe shoes 
every day, she says. "Human 
muscles have a short memory, so 
daily practice IS important to 
me. If I miss one days practice, 
I notice the slack. If I miss two 
days, my partner notices. If I miss 


three days, the audience notices.” 


Before every performance 
Yoko Morishita asks someone 
in the wings to give her a quick 
critique. In this Way her ettorts 
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to improve extend into her actu- 
al performance. It was dedica- 
tion of this order that made her, 

in 1985,the first Japanese to win 

what is considered the highest 

honour a dancer can receive — 

the Laurence Olivier Prize. 

But even this, the most prized 
of her awards, only inspired 
Yoko Morishita to become even 
better. "I hope that I continue 
to work with excellent dancer 
she said. "Its a very good way 
for me to improve.’ 

Yoko Morishita has another 
partner, not mentioned in the 
programmes: her Rolex Lady- 
Datejust. "This watch does not 
merely keep time, it is also ex- 
quisitely graceful,’ she W 


told us. “It will be 


my partner for life” ROLEX 


of Geneva 
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FHE ROLEX LADY-DATEJUST CHRONOMETER WITH TRIDOR BRACELET. IN ISCT. WHITE, PINK AND YELLOW GOLD 
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"To think we almost made a gift of it.” 


"It's the thought that counts.” 


í REMY MARTIN ` 
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IHE XO COGNAC by REMY MARTIN 


Exclusively Fine Champagne Cognac 


Only cognac made from grapes grown in Cognac's two best regions is entitled to be called Fine Champagne Cognac 
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At the Hongkong Hilton, we offer you 
something no other hotel does: five 
Executive Floors. All of which adds up to 
numerous advantages for the most 
demanding of business travellers. 

Every room, for example, is appointed 
with such features as an elegant, executive- 
sized desk and three IDD phones. In our 
Executive Lounges, we also provide express 


check-in, complimentary breakfast and, 
upon your arrival, a glass of champagne 
that means “welcome”. 

The Hongkong Hilton. It's one of this 
city’s great attractions. And great landmarks. 


For reservations, call your travel agent, 
any Hilton International hotel or Hilton 
Reservation Service. 


~ 


IN A CITY WHERE GOOD 
HOTELS ARE COMMONPLACE, 
A GREAT HOTEL MUST 
STAND OUT FROM THE CROWD. 





ILTON 


ET RAS 


SMOKED 


SALMON 


AND 
ETIQUETTE 





Club World is a new style of 
intercontinental business class 
with a good old - fashioned 


ingredient — British etiquette. 


Exquisite food is accompanied by 
charming manners in exclusive 
surroundings. So you arrive ready 


to face any eventuality. 


BRITISH AIRWAYS 
The worlds favourite airline. P 











Judicial complexities 


Having the benefit of legal training first 
in Malaysia and later overseas, I cannot 
help but be critical of A judicial shake- 
up [REVIEW, 14 Jan.], especially with the 
impressions created of the doctrine of 
separation of power which, however, 
you correctly addressed as the crux of 
the “independence” problem. 

Being a constitutional doctrine, it 
must not only be construed strictly from 
a legal perspective only but also from a 
political angle. It is of importance to 
jurists and political scientists. 

The basic concept of the doctrine is 
never designed to “complete” or for 
that matter to “complement” the three 
organs of the government but to form a 
check and balance. The doctrine is 
deeply entrenched in the written con- 
stitution of the US where it is prac- 
tised to its fullest effect. For exam- 
ple, senior appointments in the execu- 
tive are subject to Senate approval. The 
vice-president is the nominal head of 
the Congress. The president is the head 
of the executive but not amember of the 
legislature. 

Britain has no written constitution. 
Its constitutional law is merely based 
on conventions and common law, 





one being that parliament is supreme. 

In Malaysia the constitutional 
scheme is no less complex. Although it 
adopted the Westminster form of gov- 
ernment, it differs from the British in 
that it has a written constitution which is 
supreme. As long as there are differ- 
ences there will always be conflicts be- 
tween the organs of government, espe- 
cially between the executive with a 
majority representation in the legisla- 
ture (Westminster) and the judiciary with 
asupreme constitution in the background. 

Australia also adopted a Westmins- 
ter style of government with a written 
constitution. The doctrine of separation 
of power is only implied in chapter three 
of the constitution. In Canada also, the 
doctrine is not adopted per se. As far as 
I know, there is no judicial code of inde- 
pendence in Britain. Probably what 
your writer means are the conventions 
and common law. 

The impressions one gathers — due 
to the superficial contrast made be- 
tween Malaysia and Britain that the 
ideal concept of separation of power 
exists in the latter and only residually in 
the former, if at all — are misleading 
without going into the intricate relevant 
aspect of the constitutional scheme. 
Johor Baru Ibrahim Bin Hashim 
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Unmistakably, a truly outstanding 
hotel in the heart of the business centre 
of Bombay. Your very own personal 
butler. Excellent restaurants. A 24 hour 
Executive Centre. The Oberoi over- 
looking the ocean. Because you deserve 


the best the world 
has to offer. 


The Obewi 


BOMBAY 





Oberor Hotels Guternational 


AUSTRALIA, EGYPT, INDIA, INDONESIA, IRAQ, NEPAL, SAUDI ARABIA, SRI LANKA 


SERVATIONS THROUGH YOUR TRAVEL AGENT 
LRI (LONDON) 01-541-1199 (NEW YORK STATE) 212-84 


3ENT “The Jeading Hotels of th World 
[ 41-11 212 I-] 
ORERO! SALES OFFICES (SYDNEY) 02-276-061 (CAIRO 


LONDON) 0-800-181-123 
-1111 (PARIS) 47236073 | 
857999 OR THE HOTEL DIREC 


W. GERMANY) 01-30-21-10 (NEW YORK) 800-223-6800 
215-5141, STR (FRANKFURT) 069-230-304, 
I TELEX 4153/4154 OBBY IN FACSIMILE 2043282 


TOKYO 


Dubai tales 


TRAVELLER'S TALES [21 Jan.] brought 
back to mind a couple of signs I saw in 
Dubai a few years back. A sign outside a 
photo studio warned: *Children can be 
shot here." Another one in front of a 
women’s tailoring shop read: “Ladies 
can have fits here.” I thought I would 
share them with you. 
Hongkong 


Applause and tomatoes 


I picked up my first copy of the REVIEW 
in 1970, in Singapore of all places, and I 
have been a constant subscriber and 
reader ever since. 

I travel regularly in the region and 
have been saddened to observe first 
the rise of Singapore and then the 
gradual slipping into one-man one- 
party rule with the consequences yo 
ably describe. 

I applaud you on your stand against 
the Singapore Government, expensive 
though it may or may not be. Full marks 
for having the courage of your convic- 
tions. 

May the REVIEW continue to present 
fair and factual presentation of the 
events in the region, as I believe it to 
have done for at least the time I have 
been reading it. 

Hindmarsh, South Australia K. J. Whicker 


Jehan Ara 


I have been a faithful reader and sub- 
scriber to the REVIEW for many years. 
In common with many of your readers 
(judging from their letters in your cor- 
respondence column) I have become 
disenchanted with your decision to be- 
stow on the government of Singapore 
(and its critics) the freedom of your LET- 
TERS TO THE EDITOR column. 

I have twice written to suggest that 
you might call a halt to the never-endin 
perpetuation of this utterly uninteresti 
ing saga. 

I wrote to your circulation manager 
in October to cancel my subscription. I 
was hoping to renew it once you had 
given readers a break and stopped pub- 
lishing letters about the government of 
Singapore for a while, but as it seems 
that this is too much to hope for I have 
now decided that I can in future live 
without subscribing to the REVIEW. 
Chiang Mai Roy Hudson 


Too much gloss 


The REVIEW arrived at my office last 
week in an appalling state of health. The 
main symptoms were considerable 
weight loss and a sickly, glossy appear- 
ance. 

All of this struck me as being very re- 
miniscent of a magazine named Time 
and I was therefore driven to the ines- 
capable conclusion that I was witnessing 
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- lnow find that the poor thing glares 
| at me when exposed to artificial light. 
_ This is only partly offset by a heightened 

resistance to the ill-effects of being read 
in my bath. 


. Ido hope that this will prove to be a 
self-correcting condition. 
London (Dr) Peter J. Duke 


A sporting chance 

i. Your COVER STORY Asia's sporting 
i chance [7 Jan.] is a sadly rare example of 
an article that gives an in-depth analysis 
. of the Asian sporting spectrum. Perhaps 
itis little wonder that few publications 
ever attempt to cover that spectrum in 
entirety, when it can range from wild 
. horsemen 
< Karakoram Mountains to the modern 
Olympic extravaganza taking shape in 


playing polo in the 


Seoul. 
Many of the problems facing sport's 
'elopment are common to all Asian 
countries, and enhancing public interest 


and discussion is one way to find realis- 
tic solutions for sport's decision-mak- 
ers. You identified some of the prob- 
lems — the disadvantage of Asian body- 


size, the lack of advanced selection 


practices and the expertise gap in the 


use of sports medicine and psychology 
— but I do not believe these are the 
main causes of the differentials between 
Asian and Western results. 

The increasing introduction. of 
weight divisions is demonstrating that it 
is lack of talent, not size, that is to 
blame. The clinical selection. process 
used in the Eastern bloc programmes is 
not the basis of sporting success in the 
West, so why should it be necessary in 
Asia? In the technical area of sport, the 
mental disciplines often used in martial 
arts, meditation and yoga and the scien- 
tific analvsis of the active compounds in 


traditional medicines can be used to 


aise standards in this shady area of 


"port. 


The major problem is the lack of fi- 
nancial resources to underwrite sport at 
all levels. Success in modern sport re- 


quires money for talented coaches, for 


facilities, and most of all for incentives. 
Across. Asia, people are frustrated in 
their attempts to participate in sport be- 
cause of this shortfall. 

Sport's decision-makers have been 
slow to realise the potential that sport 
has as a useful medium of communica- 
tion for the business sector. And cauti- 
ous politicians with more pressing social 


demands on their meagre budgets have 


been quick to say no to the demands of 
sport, but slow to point organisers in the 
direction of commerce. Both are failing 
in their responsibility to top sportsmen 
and women by not packaging and selling 
this medium for private sponsorship. 
Commercialism in sport is unfairly 
promoted as an evil disease; the pure 
values of sport corrupted by greedy ad- 


vertisers. But the aims of top-level sport 
development and commercial sponsor- 
ship can be compatible. Commercialism 
is detrimental only when business 
interests supercede, not complement, 
those of sport. Thus strong leadership is 
necessary to avoid such a conflict of in- 
terest. Administrators have the oppor- 
tunity to solve their financial problems 
by harnessing the power of sport to ac- 
commodate the needs of sponsors. 
Businessmen should begin to assess the 
possibilities for promotion in sport that 
must surely boom with the public in- 
terest in the Olympics. 

Sportsmen and women throughout 
Asia have the potential to reach world 
standards given the right approach to 
their development. A drastic change in 
the concept of the financing of sport 
could give Asia its chance. 


Hongkong Michael Dick 


Weapon backfires 

I am glad that the REVIEW has cham- 
pioned the spirit of journalism and 
stood firm against the Singapore Gov- 
ernment's curb on your circulation. 

I believe in the rights of the people 
to a free press and free flow of infor- 
mation, no matter under what cir- 
cumstances or in what type of society. 
Far too often in the recent past have re- 
spectable members of the foreign press, 
such as The Asian Wall Street Journal, 
Time and Asiaweek, been dictated to by 


the Singapore Government because of 


their loyalty to readers in Singapore. 

This not only gave the Singapore 
Government a false sense of power in 
controlling the foreign press, but also 
caused it to be arrogant and complacent 
about its newly acquired weapon, so 
much so that it may soon become too 
trigger-happy. It is about time that 
someone made the government think 
twice about using it, for its so-called ulti- 
mate weapon has backfired. 

By totally withdrawing from Singa- 
pore, the REVIEW has shown the foreign 
press the path to take in dealing with the 
dictatorship in Singapore. If this is fol- 
lowed by other respectable publica- 
tions, Singapore will soon be an infor- 
mation vacuum, where the only source 
of information is the state-controlled 
mass media constantly showering com- 
pliments but censoring criticism. This 
indeed will be a devastating blow to the 
government's efforts to promote Singa- 
pore as a centre of finance and infor- 
mation. 

Instead of trying to convince a scepti- 
cal world that a one-party state can still 
be a democracy, the Singapore Govern- 
ment should start giving Singaporeans 
their proper rights and stop behaving 
like an autocratic military regime. 

I sincerely hope that this letter be 
published so that the world will know 
that at least some people in Singapore 
are not thrilled about being deprived of 
our rights and we are not all as ignorant 





regret having to use a pseudonym but I 


would not like to be detained under the 


notorious Internal Security Act. 
Singapore 


| am sorry to hear of the severe restric- ^ 
tion, tantamount to a ban, on the 
REVIEW by the Singapore Government . 


as the government would like us to be. I 






‘Free Spirit’ 


even though the government's constant — 


nagging to have all of its replies pub- 
lished was accommodated. 


I find James Fu’s letters interestingly 


boring and they do have the merit of 


confirming my view that the REVIEW. |. 
has been professional in its coverage of. 


Singapore. 


_I offer my deepest sympathy to — 5 
Singapore readers and to Fu. I am sorry. 


that Fu will no longer have his “col- 
umn.” 
Notre Dame, Indiana 


Coated decade 


| see a miracle has happened. After 


countless years in which I complained. 


annually about the lousy paper and 
printing which put the REVIEW in a class 


with tabloid dailies regardless of its. 


well-written content, I see you have en- 
tered the decade in which all respect- 
able magazines have discovered that 
coated paper, and even colour, is the 
right of the paying customers as well as 
the advertisers. 

Your transformation came just in 
time. I had decided regretfully to let my 
subscription lapse to save my eyes and 
reduce my irritation. I am pleased now 


 toenclose my renewal cheque. 


Honolulu Murray D. Bryce 
Having missed more than six months of 
the REVIEW due to job and location 
changes, I’m pleased to see several im- 
provements in the first issue of our new 
subscription. The higher quality paper 
stock used throughout and full colour 
pictures in TRAVELLER'S TALES (my 
favourite page) are welcome additions. 
Your publication continues to be a 


most useful and valuable reference for |. 


anyone concerned with Asian and 
Pacific affairs. 
Seattle Robert M. Engelbardt 


Cricket diplomacy 


I presume that the writer of the article 


on the England/Pakistan Test match 


[REVIEW, 31 Dec. '87] is a supporter of 
Pakistan. Such partiality must tinge the 
way an article is written. 

I have a Pakistani friend who tells me 
that the real reason for the clash was 


that Pakistan did not win the World Cup i 
and they were determined to take it out |- 


on the English as a result. 


The fact that cricket is Pakistan's na-.- 
tional sport leads my friend to the con- 
clusion that this issue has been blown up 


out of all proportion. 
London 


MM MM ÀÀ 


Toh Wei Chee. 


S. J. Castello 
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| Mining, Petroleum and Suppliers 
! onference and Trade Exposition 
Darwin, Northern Territory, Australia 10 - 13 May 1988 


This Conference/Exposition will bring together Oil and 
Petroleum ... Mining ... Suppliers ... Users ... Consultants ... 
and Government. Australian and overseas speakers have 
been invited to attend. Operators and management 
will be present to view the latest equipment on display. 

Australia's Northern Territory is a world class mineral 
province with total mineral production reaching 


Our mineral resources certainly offer numerous 
investment challenges worthy of great consideration. 

Oil and gas are already making significant contributions 
to the Northern Territory's economy, The value of product 
for 1987 is estimated at Aust $240 million. 

There are signs that a boom is occurring off the 
Northern Territory shore. In 1987 a record amount of 


seismic was recorded - 13,000 km out of 15,000 km in 
Australia. 
Of all the wells drilled offshore in Australia in 1987, 
more than half were drilled off the Northern Territory shore. 
The Timor Sea, adjacent to Darwin, is Australia's most 


Aust $1 billion. Apart from possessing the world's third 

3 largest manganese mine, the Northern Territory also has 

: numerous gold producing mines, the world's biggest 

5? undeveloped silver, lead and zinc orebody, and potential 

= reserves of diamonds. Uranium in the Northern Territory is 
2 known to be 20 per cent of the western world's low cost active offshore exploration area, and this year will become 
reserves - 350 000 tonnes or around Aust $30 billion worth. the most active area in the Southeast Asia Pacific region. 


| Let's tap the Northern Territory of Australia's natural resources together. 


: MAD STAT UNES 


*. 


ais 








m To: Mr Bob Young 
x. Director Public Relations 
Mu. Northern Territory Department of Mines and Energy 





Exhibitors enquiries: TRADE EXPO ORGANISERS (AUST), 
P.O. BOX 1068, SOUTHPORT QLD., 4215 AUSTRALIA 





GPO Box 2901, Telephone: Aust: (089) 895221 FAX: AUST (075) 914065, INTL:(61)(75)914065 
Darwin NT 5794 Intl: (61)(89) 895221 or PHONE: AUST(075) 912046, INTL:(61)(75)912046. 
Australia (Mrs Lin Holmes) 
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SRE R AMHR HER DERE 


Facsimile: Aust: (089) 814806 
| Intl:(61)(89) 814806 
Please send me more information on: 


te hte 
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[ ] Attending as a Delegate 
Attending as an Exposition Visitor 


Exhibition Space (area rqd........................suse 
————————— MERERI IIS ) 


Advertising in Conference/Exposition Handbook 


Freight discounts available to ail exhibitors in Australia through TNT Air Couriers - Kwikasair - TNT Darwin Express. Sponsors: TNT Air Couriers 
- Kwikasair - TNT Darwin Express. Ansett Airlines are the official carriers and contact for Australian travel and accommodation. 










At two years of 12% economic growth, South Korea 
confidently expects to join the ranks of advanced in- 
dustrial countries within three to five years. Optimists talk 
| about South Korea eventually rivalling Japan as one of 

| Asia's economic powerhouses. But as Seoul correspon- 
; | dent Mark Clifford reports, Seoul's dreams of beating 
| Tokyo at its own game are likely to founder on a lack of 
| management expertise, a slowdown in the pace of | 
: | technological development, and ee US pressure for 
a cut in South Korea's trade surplus. Page 56 


Cover design by Andy Tang. 





Page 12 
Conservatives within Taiwan’s ruling 
Kuomintang are thwarted in an appar- 
ont attempt to delay the election of 

ive Taiwanese Lee Teng-hui as 
acting party chairman. 


PAISAL SRICHARATCHANYA 


Page 14 
Thailand’s security forces are trying 
to stem a new influx of indochinese 
refugees. 


Page 20 
Consultative parties to the Antarctic 


_ Treaty are near to agreeing to rules for 
, mining the frozen continent, despite 


concern about possible environmen- 
tal damage. 


Page 24 

South Korean President Chun Doo 
wan gives his first — and last, as 
resident — interview to foreign cor- 

respondents before the hand-over to 

president-elect Roh Tae Woo at the 

end of February. 

Page 30 

The Singapore Government delays its 

controversial Team MPs plan for 


. further public consultation, while 


| Indonesian politicians’ 


cabinet papers are released to prove 
that its purpose has always been to 
assure the continued presence of 
minority-race members of parliament. 


Page 34 

Malaysia agrees to sell more fresh 

. water to Singapore and, in return, Sin- 
gapore is to buy Malaysian gas. 





recent en- 


| thusiasm for debate disturbs the 


political calm that usually precedes 
the presidential election. 





Page 48 
Taiwan's new leader, Lee Teng-hui, 
faces a struggle to continue the 


much-needed overhaul of his coun- 


try's often vague and uncoordinated 
economic policies. 


Page 49 
Manila's economic policy lacks a 


clear direction because of govern- | 
ment divisions and threatens to un- | 
dermine the Philippines’ recovery, | 


say critics. 

Page 50 

After a four-year selling spree, foreign 
investors start to return to the Tokyo 


stockmarket in the wake of October's 
crash. 


Page 50 


The Cheung Kong group's decision to | 
spend US$1 billion on a Hongkong | 


development project is seen as a vote 
of confidence in the territory in the 
run-up to 1997. 


Page 52 


Malaysia completes a rescue pack- | 
age for deposit-taking cooperatives | 
that were suspended 18 months ago | 


after incurring heavy losses. 


Page 55 


shareholding limit, may hit plans to 
launch overseas funds investing in the 
Bangkok market. 


Page 62 

Mongolia overhauls 
ministries in a bid to improve indus- 
trial management, 
economy and reduce a large trade 
deficit. 


Page 68 
Washington’s decision to remove 


Asia’s Four Dragons from its duty-free | 


trade-preference programme is likely 
to have little effect on their economic 
performance. 


age 
A shortage of Thai blue chips, many | 
of which have reached their foreign | 


its economic : 


modernise the | 
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| Stockmarkets 
| Backpage Letter: Hondo 


Thailand: Body smugglers - | 
Sri Lanka: Treaty in the making | - 29 | 
Singapore: Affirming the past 30 
A difference of genes 30 | 
Free not to profit 22 
Philippines: A people's levy viduus ME 
Foreign relations: Fresh water solution _. 34 
Cambodia: The Sihanouk card 35 
indonesia: Parliamentary jockeying 36 
I ARTS & SOCIETY 


Property: A vote of confidence 


| Cover story: Appearances are deceptive 


_ Policies: Mongolia's merger mania 


| Briefing 


| 
| Thelaw: No conspiracy, says 
| 
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Taiwan: Delaying action fole 
Freer to speak out . 
Rest in peace E 

Refugees: jenem another in 

Malaysia: Speaking of unity. .— 

Antarctic: Thaw on a minerals: regime. 20 

South Korea: A president's hind aici A 





Education: Students carry the torch for a 
new generation mme 42 
A riches-to-rags tale of education 

in Indonesia 


BUSINESS AFFAIRS 


Policies: Keeping up the pressure in Taiwan — 
Ambiguous direction from Manila 
Markets: Tokyo on the rebound 





in Hongkong 

investment: Malaysia's cooperative 
SUING araa D 
Pushed to the limit in Thailand 5 


Singapore PM 


In SOUI KOTOA eei ees 

À productive approach —— 58 

Giving credit where due poses political 
problems 

Running hard to stay in place 
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Technology: Japan's magnetic attraction ~ 
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Pyongyang retaliates 
against sanctions 

North Korea announced on 2 
February it would cease talks 
with Japan on the release of 
two Japanese seamen who 
have been held in Pyongyang 
since November 1983. The ac- 
tion was in retaliation for 
Tokyo’s sanctions against 
Pyongyang on 26 January for 
the alleged North Korean 
sabotage of a South Korean 
airliner last November. Japan’s 
Chief Cabinet Secretary Keizo 
Obuchi said Pyongyang’s ac- 
tion was “illogical and regretta- 
ble,” but relatives of the im- 
prisoned seamen criticised the 
government for provoking 
North Korea. — Charles Smith 


Hongkong to review 
controversial press law 

The Hongkong Government is 
to review its controversial 
“press gag” law at the end of 
the year, said Chief Secret- 
ary Sir David Ford. Last 
March, the Legislative Council 
(Legco the lawmaking 
body) amended the Public 
Order Ordinance to make it a 
criminal offence for any person 
to publish “false news” which is 
likely to alarm the public. The 
move was severely criticised by 
local and international media 
organisations and members of 
the British Parliament. The 
government was embarrassed 
by the blunder and blamed it 
on a power struggle within 
Legco. — Emily Lau 


India’s Tamil Nadu state 
government dismissed 


New Delhi dissolved the legis- 
lature of the south Indian state 
of Tamil Nadu on 30 January, 
dismissing the 24-day-old gov- 
ernment of chief minister 
Janaki Ramachandran and im- 
posed direct rule pending fresh 
elections which are to be an- 
nounced later. The dismissal 
followed unprecedented vio- 
lence in the state assembly on 
29 January during a vote of 
confidence in the state govern- 
ment. 

The session followed the 
surprise move of the 64 mem- 
bers of Prime Minister Rajiv 
Gandhi’s Congress party in the 
assembly not to support the 
state government. This trig- 
gered the resignation of five 
Congress members, expulsion 
from the assembly of members 
of a rival faction of the ruling 


10 


party in the state and a police 
baton charge to expel opposi- 
tion members from the assem- 
bly. — Salamat Ali 


Two Chinese communist 
critics given awards 

A former journalist on China’s 
official People’s Daily, Liu Bin- 
yan, will be allowed to travel 
to the US in March to give lec- 
tures at Harvard University 
and the University of Califor- 
nia, and astrophysicist Fang 
Lizhi has been promoted from 
fourth to second grade 


academician of the Chinese 
Academy of Sciences, China 
Agency 


News said on 30 





^ 
Liu: trip allowed. 


January. There was no indica- 
tion that Fang would be al- 
lowed to travel abroad. 

Liu and Fang were expelled 
from the Chinese Communist 
Party (CCP) in January 1987 
during a government campaign 
against bourgeois liberalism. 
Fang had been refused permis- 
sion to travel to Hongkong last 
September and to the US in 
March after he criticised the 
CCP in interviews with the 
foreign press during a trip to 
Western Europe last May. 

— Robert Delfs 


Fighting escalates 
on Thai-Lao border 
Thai air force jets on 1-2 Feb- 
ruary launched heavy strikes 
against Lao positions in a dis- 
puted hill region on the Thai- 
Lao border. Bangkok ordered 
the action in the wake of a 
spontaneous outburst of anti- 
Lao demonstrations by Thai 
villagers in provinces border- 
ing Laos. The protests were 
fuelled by growing domestic 
pressure for a quick military 
drive to push the alleged Lao 
intruders out of the disputed 
territory (REVIEW, 28 Jan.). 
Vientiane claimed it shot down 
a Thai F5 fighter, but the Thais 
denied the report. 

— Paisal Sricharatchanya 


BUSINESS 


South Korea extends 
communist trade ties 
South Korea has agreed to es- 
tablish trade relations with sev- 
eral East European nations. 
Hungary will open a trade of- 
fice in Seoul next month and 
Poland will follow soon after, 
according to the Korea Trade 
Promotion Corp. South Korea 
also belatedly disclosed that it 
opened a trade office in Buda- 
pest in December. Several 
business groups, meanwhile, 
are trying to promote trade 
with China 
Europe. The growing trade be- 
tween South Korea and com- 
munist nations, especially 
China, is only now being 
openly acknowledged. 

— Mark Clifford 


Thai group to list 
unit in Hongkong 
Hongkong-incorporated C. P. 
Pokphand Co. a member 
of Thailand's agro-industrial 
group Charoen Pokphand, will 
seek a listing in mid-April on 
the Stock Exchange of Hong- 
kong, the first agricultural- 
based company to do so. 
Sources say C. P. Pokphand 
plans to raise about HK$300 
million | (US$38.5 million) 
through the listing to finance 
property, trade and equity in- 
vestments in China and South- 
east Asia. Over the past year, 
the group has floated three of 
its companies in Bangkok and 
one in Taiwan. 

— Elizabeth Cheng 


Japan current-account 
surplus up in 1987 
Japan recorded a US$86.69 bil- 
lion current-account surplus in 
1987, slightly larger than its 
1986 surplus of US$85.85 bil- 
lion, the Ministry of Finance 
said. Officials blamed the in- 
creased surplus on the “J- 
curve" effect of yen revalua- 
tion on the dollar-denominated 
value of exports. In volume 
terms, Japan's exports shrank 
slightly while imports rose 
sharply. The 1% rise in the cur- 
rent-account surplus contrasts 
with a 73% jump in 1986. 

— Charles Smith 


ADB reports higher 

lending in 1987 

The Asian Development 
Bank's (ADB) lending in 1987 
rose 21.7% over 1986 approv- 
als, the 47-member bank an- 
nounced on 29 January. Lend- 


and Eastern | 








ing from both ordinary capital 
resources and from the conces- 
sionary Asian Development 
Fund (ADF) reached US$2.4 
billion, with ADF lending up 
almost 51% from 1986. The 
biggest recipient of funds in 
1987 was Indonesia (US$576 
million), followed by Pakistan 
(US$541.6 million) and India 
— which started borrowing 
from the bank for the first time 
— with US$393.6 million. 

— James Clad 


Disputes delay New 
Zealand tax changes 
The flat-rate income tax an- 
nounced on 17 December by 
New Zealand Finance Minister 
Roger Douglas is unlikely to 
come into force by the planned 
date of 1 October — and it is 
uncertain if it will take efl 
at all. Disagreement betwcv.. 
Douglas and Prime Minister 
David Lange over changes in 
income and other taxes has 
'held up progress. Lange has 
expressed concern that tax cuts 
will mean social-service spend- 
ing will also have to be cut. 
However, on 2 February, it was 
announced that some of the 
business-tax changes would be 
put off or altered, following 
business objections. 

— Colin James 


Australia considers 
bank-asset 
The Reserve Bank of Australia 
(RBA) is seeking comment 
from banks on proposals for a 
risk-based measurement of 
capital adequacy. This would 
replace the current measure, 
which is based on the ratio of 
capital-to-total assets. The 
RBA said the changes would 
take account of the growth o 
off-balance-sheet ^ exposure, 
which has risen with deregula- 
tion and securitisation. 

— A Correspondent 


IMF extends Manila's 
financing facility 
An IMF mission which visited 
the Philippines in late January 
to review economic perform- 
ance under a standby-credit 
facility has recommended ex- 
tension of the arrangement 
until June. The facility is for 
615 million. special drawing 
rights (about US$836.2 mil- 
lion), to help the economy re- 
cover from the 1983-85 reces- 
sion. It was to have run only 
until end-March, but Manila 
has failed to meet a few per- 
formance targets despite 1987 
economic growth of 5.05%. 

— Jose Galang 
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. TRAFFIC BLOCK 

_ Although the Malaysian Government 
~ and United Engineers (Malaysia) last 
. month won their appeal against 

' opposition leader Lim Kit Siang's bid 
. toblock the privatisation of the M$3.4 
' billion (US$1.3 billion) North-South 

. Highway, enabling them to sign a firm 
. contract for the deal, the two sides are 
| still some way from agreement on 

| terms. At the centre of the dispute — 
| yetagain — is the traffic volume 

< guarantee which United Engineers 
-needs for foreign bank financing. 
| Without it, the contract cannot be 
| signed before the 27 February dead- 
| line setin a letter of intent. 


. BLUE HOUSE CHANGES 

. South Korean President Chun Doo 

 — yan's chief Blue House secretary, 

| :m Yoon Whan, is being tipped to 

| become the country's next 

| ambassador to Tokyo. Kim, a high 

| school classmate of president-elect 

| Roh Tae Woo, served two tours in 

| Japan and Washington as a 

| correspondent for the Korean- 

| language Chosun Ilbo daily 

| newspaper in the 1960s and first 

entered politics as a national 

| assemblyman in 1979 — the same year 
he developed ties with Chun. 


BANK SECURITIES 


| Two French banks — Banque 
| 
| 









Indosuez and Société Générale — are 
negotiating with Thai financial 
authorities to buy one each of the © 
ailing finance companies taken over 
by the Thai Government in 1984. 
Both banks hope to use the 
companies to enter the securities 

» business in Thailand. But because the 
fiuthorities are still finding it difficult 

| to tempt suitable buyers for the 13 

| finance companies left in the “4 
| 








April lifeboat" programme, they 





| 

| US Trade Representative Clayton Yeut- 
| ter arrived for trade talks (/ Feb.). 
| 


| state assembly during a vote of confidence 
| for a new state government (28 Jan.). Tribal 


cluding women and children in Tripura state 
| (30 Jan.). Nearly 6 million people linked 
. hands across West Bengal in a communist 


show of strength to demand the removal of | 


| Prime Minister Rajiv Gandhi (37 Jan.). The 
i death toll from pre-election violence in Tri- 
| pura rose to 100, it was reported (7 Feb.). 





C FAREASTERN ECONOMIC REVIEW e 11 FEBRUARY 1988. 


separatists killed 30 Bengali immigrants in- | 


are mulling over packaging them as 
one to sell off to a Thai bank, which 
could significantly shift local bank 


rankings and scuttle the French banks | 


plans in the process. 


| 

| 

! MISTAKEN IDENTITY 

| The Bolshoi Ballet dance troupe, 

| Which arrived in Bangkok amid great 

| fanfare for a “royal command charity 

| performance" on 29 January, was not 

| quite what it appeared to be. Publicity 

| leading up to the event billed the 

| company as “the world's greatest 

|! dance troupe” and the Soviet Union's 

| “most spectacular export," leading 

| most Thais to believe they were being 

| treated to a visit by the famous 
Moscow Bolshoi. In fact, the troupe 
was a lesser branch of the Bolshoi 
from the Soviet republic of 





Byelorussia. 

SUMMIT POLITICS 
E 0 me E While President 
5 fe -* Sm | Reagan's 
d 3 | administration is 
x keen to pull off a 
b spectacular 


| summit in 
| Moscow before 
| the Republican 
| Party convention 
in August, when 
a party 

| : presidential 
candidate for the November election 
| will be chosen, Soviet leader Mikhail 
|! Gorbachov appears to need a 
| successful summit more badly. The 
| summit is scheduled to take 
| place in late May, only a little 
more than a month before the Soviet 
communist party's special conference 
which will pass mid-term judgment on 
Gorbachov's leadership. Washington 
analysts hope that the party 
conference may prove a strong 
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|! LAOS | 

| The official newsagency said Lao gunners 
had shot down a Thai F5 fighter-bomber 
over their airspace and ground troops repel- 
led an attack by Thai infantry as border war- 

fare between the two continued (2 Feb.). 

i 

| 

i 


PAKISTAN 

A mortar bomb exploded at a crowded 
market in Peshawar, killing four people and 
wounding 23 (/ Feb.). 


PHILIPPINES 

A number of combattants were killed and 
villagers were forced to flee when fighting 
broke out between Philippine troops and 





communist guerillas near Clark airbase (27 


| incentive for Gorbachov to reach a 
| settlement on Afghanistan and on 
| limiting strategic arms. 


| 

| 

| 

| 

| 

| HONGKONG'S GLASNOST 

| Hongkong is benefiting from better 

| Sino-Soviet relations. At China's 

| behest, Britain had long prevented 

| officials from the Soviet Union and its 

| East European allies from visiting the 

| territory. But a senior official of the 
Bank for Foreign Trade of the USSR 

| is to be allowed entry to speak atan | 

| international gold conference to be | 

| held in Hongkong in March. 

|! Although this is not likely to lead to 

| an early turnaround in the long 

| moribund Hongkong-Soviet trade, it) |. 

| does represent a significant breach in” 

| Hongkong’s wall against Soviet 

| officials. A softer Hongkong attitude 

| had earlier been shown with the 
admission of a Soviet musician. 
However, a proposal that the Bolshoi: 
Ballet appear at the opening of the 

| Tsim Sha Tsui Cultural Centre in 1989 

| may have been too much for hyper- 

| sensitive Hongkong. It died even 

| before being put to the government. 


| The European Commission (EC), 

| based in Brussels, will open a mission 
in Peking during the next few months. 
| The mission is a symbol of the 

| EC’s growing interest in and 

| links with China, especially in trade 

| and investment. It will be headed by 

| Pierre Duchateau, whose deputy, 


| Davide Ting was born in China and 

| is now a French national. Later this 

| year, the Chinese minister in charge 

| of the State Commission for 
Restructuring Economic Systems, Li 

Tieying, will lead a ministerial-level 

| economic team to spend a week in 

| Brussels learning how the EC's 


| executive works. 


! Jan.). Rioting by supporters of losing candi- 
dates in local elections continued in Manila 


(2 Feb.). 


| SRI LANKA 

| At least 35 people, including 14 Indian 
| soldiers, were killed in two days of clashes in- 
i volving Tamil guerillas in northern and east- 
| ern Sri Lanka (27 Jan.). Indian troops de- 
| tained 134 Tamil separatists in a huge secu- 
| 

| 

| 

| 

| 

| 
| 





rity operation in Jaffna (/ Feb.). 





TAIWAN 
President Lee Teng-hui held an unpre- 
cedented meeting with leaders of the opposi- 
tion Democratic Progressive Party, it waste- 
ported (29 Jan. ). ; 
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REGIONAL AFFAIRS TAIWAN 


Election of acting KMT chairman is boost for reformists 


Delaying action foiled 


By Shim Jae Hoon in Taipei 


Fo a couple of hours on 27 January, 
Taiwan’s political future seemed in 
question as members of the ruling 
Kuomintang’s (KMT) central standing 
committee gathered to elect a new act- 
ing chairman to succeed Chiang Ching- 
kuo, who died only two weeks earlier. 
Ranking standing committee mem- 
ber Prime Minister Yu Kuo-hwa, 
sources in and outside the KMT said, 
unexpectedly refused to back Lee Teng- 
hui — who earlier had replaced Chiang 
as Taiwan’s president — as acting party 


tional attention . . . no delay can be tol- 
erated . . ." With that, Soong stormed 
out of the meeting. 

Following Soong’s stunning per- 
formance, the ageing Yu hinted at the 
reasons for his change of heart over 
Lee’s elevation to acting party chair- 
man. Yu, quoted in a Liberty Times 
newspaper account, said: “Someone 
thinks it is inappropriate to recommend 
an acting party chairman before 
Chiang’s funeral is over.” In the end, 
despite his reservations, Yu went along 


with the decision to make Lee acting 
party leader. 

To everyone’s astonishment, the 
“someone” Yu had alluded to in the 
newspaper account was Soong May- 
ling, 91, wife of the late president 
Chiang Kai-shek and stepmother of 
Chiang Ching-kuo. Since returning to 
Taiwan from her US home in 1986, she 
has lived a reclusive life in the old presi- 
dential residence in Shihlin, a Taipei 
suburb. Was this once powerful political 
figure staging a comeback — 13 years 


leader, thus threatening to shatter a 
painstakingly built consensus arrived at 
on the previous day among all of the 
committee’s 27 members. 

The stakes were high in the party 
power game. If the 74-year-old Yu had 
had his way, infighting between young 
KMT reformists and the party’s old- 
guard conservatives could have re- 
sulted, threatening Taiwan's political 
stability. In the process, Chiang's politi- 
cal legacy — his promotion of democra- 
tic reform in his later years — would 
also have come into question. 

In the event, Yu's move to block 
Lee's candidacy for the top party post 
was thwarted by James Soong, 45, one 
of the party's three deputy secretary- 
generals and a former English-language 
secretary to Chiang. Halfway through 
the standing committee meeting, 
Soong, apparently believing a high- 
level plot to torpedo the party election 
might be unfolding, said: *I am ex- 
tremely surprised that election of the 
acting party chairman is not on the 
agenda of this meeting . . . the issue has 
already aroused domestic and interna- 





President Lee: high stakes. 





after her husband's death and only t~- 
weeks after that of her stepson? 

Not quite, observers say. Instead, 
they speculate, she may have fallen 
under the spell of the KMT's so-called 
palace faction, epitomised by conserva- 
tive group leader Yu. But the man be- 
lieved to have played a key role in seek- 
ing to torpedo Lee's candidacy for the 
top KMT post was identified by the /n- 
dependence Morning Post as Chin 
Hsiao-yi, the 67-year-old director of the 
National Palate Museum and head of 
KMT's history-compilation commis- 
sion. 

Within the KMT's ruling circle Chin, 
rather than Yu, has always been viewed 
as the real repository of the Chiang 
dynasty's political heritage. A scholar of 
classical Chinese writings and a former 
Chinese-language secretary to Chiang 
Kai-shek, Chin has retained close per- 
sonal links with Soong May-ling, serv- 
ing as matchmaker in most of the 
Chiang children's marriages. Said to be 
an incorruptible guard of the Chiangs’ 
family honour, Chin generated much 
resentment among academics here two 








Freer to speak out 


Media cover politics more aggressively 


M any of the official constraints which have long stifled 
freedom of the press here remain in force — radio and 
TV, for example, are both under official control — but one 
by one they are disappearing or becoming weakened as the 
government eases its enforcement of them. 

Until martial law was lifted in July 1987 and a ban on new 
newspaper publishing was removed on 1 January, Taiwan's 
media amounted to little more than a government mouth- 
piece. Among the subjects journalists were prohibited from 
covering were those relating to the late president Chiang 
Ching-kuo and his family, advocacy of Taiwan independence 
from the mainland or any news portraying events on the 
mainland in a positive light. Publishers who broke the rules 





risked seizure of their publications and journalists writing 
such reports risked losing their jobs and prison terms. 

While such mainland happenings as last year's 13th con- 
gress of the Chinese Communist Party still must be covered 
with the utmost care, the taboo on writing about the Chiang 
family was finally broken when the press reported that Soong 
May-ling, Chiang's stepmother, may have interfered in a rul- 
ing Kuomintang (KMT) central standing committee meeting 
held on 27 January to elect President Lee Teng-hui as 
Chiang's successor as acting party chairman. 

Reports of the central standing committee meeting as- 
tounded many newspaper readers, who savoured this rare 
look into inner-chamber KMT politics. Encouraged by the 
political reforms initiated by Chiang and the hope that with 
his passing the reforms will move further and faster under 
his native Taiwanese successor as president and KMT chair- 
man, the normally staid China Times and the new Liber- 
ty Times set a precedent by detailing Soong's apparent 
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years ago by forcing them to join his 
crusade against Sterling Seagrave's 
best-selling book The Soong Dynasty, a 
critical study of the elder Chiang’s rise 
to power. 

Sources, including some in the 
KMT, dismiss speculation that Soong 
May-ling ever intended to block Lee’s 
election as KMT chairman for her own 
purposes. She is too old and has been 
too long out of politics to nourish new 
political ambitions, they say. 


s for a letter she is believed to have 
written to KMT secretary-general 
Lee Huan — a leader of the reformist 
group — asking him to delay the elec- 
tion of an acting party chairman, it ap- 
parently did not oppose Lee’s candi- 
dacy. The sources said the letter simply 
stated that during this critical time of 
transition, all party members should 
have sufficient time to deal with the 
atter prudently. 
KMT deputy secretary-general Ma 
Ying-jeou declined at a news confer- 
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ence to give details of Soong's letter or 
even to confirm its existence "because I 
haven't seen it myself." Sources said 
Soong might be too old to write such a 
letter herself, but it could have been 
written by people close to her — such as 
one or both of her two nephews, now 
visiting Taiwan from the US — and then 
she might have "just signed it," a source 
said. 

Sources said they do not believe Yu 
opposed Lee Teng-hui in a bid for the 
post himself. He is known to have told 
Lee Huan that he would support the 
party consensus in favour of the presi- 
dent's candidacy. While he might have 
changed his mind out of respect for 
Soong May-ling's views, Yu himself is 
shrewd enough not to swim against the 
current and risk a major confrontation 
with the party reformists at this stage, 
KMT sources said. 

Some analysts suggest that an in- 
fluential conservative palace figure — 
Chin, for example — might have sought 
to promote Yu as Chiang Ching-kuo's 
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Restin peace 


M ore than 1 million people lined the 
streets of Taipei on 30 January to 


| pay their last respects to the late presi- 


dent Chiang Ching-kuo at a solemn 
state funeral presided over by his suc- 
cessor, Lee Teng-hui — the first 
Taiwanese to lead the government of 
‘Taiwan. m NP 
Chiang’s body, d 
Nationalist flag, - 
Touliao, southwe 
hour rite attende: 
dignitaries alike, 
ministers of South 
pore. The US and 
diplomatic relations 
unofficial delegatioi 
tired political leade 
Chiang died on 1? 
attack. X 


















successor in the hope of guiding the 
KMT back to a more conservative line 
on political reform. The pace of political 
liberalisation, begun under the late pre- 
sident, is about to accelerate under Pre- | 
sident Lee. Lee is the first native — 


Taiwanese to lead the government and |. 


the KMT. 

Two things now look certain. First, 
with Taiwan's freer press scarcely dis- 
guising its support for President Lee, 
conservatives such as Soong May-ling 
(who retains a foothold in the party as 
chairwoman of an advisory committee), 
Yu and others have suffered a serious 
blow to their image and influence. 
"Madame Soong should have stayed out 
of this confrontation," a respected 


| academic commented. 


Second, Lee Huan has emerged 
stronger for his unwavering support for 
the president. This has led to specula- 
tion that a new Lee-Lee power align- 
ment may be arising within the KMT, 
with the two Lees committed to the con- 
tinuation of the reforms. 


Publication of the Soong incident as well as a political of- 
fensive launched by the KMT's younger liberal members 
against their older conservative colleagues has had the effect 
of discrediting the conservatives. Many journalists here say 
such an aggressive investigative style of reporting would have 
been unthinkable a year ago under martial law. 

No less surprising has been the way some industry light- 
weights, such as the Liberty Times and Taiwan Times — and 
even more so in the case of the mass circulation China Times 
— have boldly stepped forward with articles supporting na- 
tive Taiwanese President Lee as opposed to Prime Minister 
Yu Kuo-hwa, who is backed by conservatives from the main- 
land. It appeared to be the first time that the press here had 
presented a picture of confrontation between the two sides in 
such a stark light, preferring a Taiwanese “underdog” for the 
top KMT post. 

“The mass media [voted] for Lee as chairman. [This pres- 


attempt to delay the election of Lee as KMT chief. 
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sure] makes it difficult for the KMT not to favour Lee as act- 
ing chairman,” wrote Liberty Times writers Hsieh Yuan-kun 
and Hsu Hsiu-chen. 

However refreshing these developments may be, they 
should not be exaggerated as both the China Times and Un- 
ited Daily News — Taiwan’s two biggest daily newspapers — 
are owned, respectively, by Yu Chi-chung and Wang Tih-wu, 
who are both members of the KMT's central standing com- 
mittee. The fact that these newspapers belong to important 
members of the KMT power structure tends to limit the 
breadth of their new freedom. Even so, few dispute that the 
two newspapers of late are offering their editors and report- 
ers more room for manoeuvre. 

Other, more pragmatic newspapers have not let their | 
guards down. “It’s nice not getting any more [telephone] | 
calls from the authorities," one editor said. But he also re- 
flected that “it could be harder this way, as we'll now have to 
exercise more self-censorship." — Shim Jae Hoon 
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REFUGEES 


Stemming another influx 


Thai Government tries to push back new boat people 


By Paisal Sricharatchanya in Klong Yai 
S Puree by a sharp upsurge in Viet- 
namese refugees arriving on the east 
Thailand coast bordering Cambodia last 
year, the Thai Government has de- 
clared a tough new stance to turn away 
new arrivals and a crackdown on Thai 
racketeers involved in smuggling them 
into the country. Navy patrol boats and 
marine police craft have begun round- 
the-clock monitoring of the sea lanes off 
Klong Yai district, which has become 
the favourite landing point. 

Statements by senior Thai officials 
indicate that Bangkok is serious about 
the latest clampdown. According to the 
office of the UN High Commissioner for 
Refugees (UNHCR), the number of 
Vietnamese boat people landing on 
Thai beaches nearly tripled from 4,392 
in 1986 to 12,820 in 1987. The majority 
arrived in Klong Yai and the nearby 
Laem Ngob district, both in Trat pro- 
vince. 

But actual enforcement may be 
easier said than done because Trat’s 
long shoreline and the natural refuge of- 
fered by many offshore islands make ef- 
fective surveillance a difficult task. 
Bangkok also runs the risk of offending 
the international community if the 
"pushback" policy is strictly enforced. 
The first such push-back, on 27 January 
involving a boatload of 40 Vietnamese, 
prompted "expressions of concern" by 
the UNHCR and US Embassy in Bang- 
kok. 

The most important factor which 
shook Bangkok out of its previous com- 
placency was recent press exposure of 
organised racketeers who allegedly 
charged high fees for smuggling the 
Vietnamese into Thailand after they 
had travelled overland from south Viet- 
nam to the southern Cambodian ports 
of Kompong Som and Koh Kong. 

Bangkok newspaper accounts report 
that Interior Minister Prachuab Suntha- 
rangkul fumed with rage when he was 
told of the racket in late December. The 
findings of a subsequent confidential in- 
vestigation implicated Trat police and 
civilian officials as either collaborating 
with refugee smugglers or turning a 
blind eye to the influx. Newspaper 
headlines branded these officials as 
traitors and suggested the refugees 
posed a security threat. Five police of- 
ficers were transferred to inactive posts 
outside Trat — more are likely to face 
similar action this month. 

Compared to the perilous sea jour- 
neys during the exodus of Vietnamese 
boat people a decade ago, the recent ar- 
rivals’ overland route through Cam- 
bodia followed by a short boat ride to 
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the Thai shore is safer. The incidence of 
pirate attacks dropped from 13% in 
1986 (58 attacks on 447 boats) to 8% last 
year (90 attacks on 1,099 boats). 

A safer passage also explains in part 
the sharp rise in arrivals, particularly 
during past three months of 1987 
when arrivals increased from 1,374 
refugees in October to 2,507 in De- 
cember. No statistics were available for 
January, though various sources re- 
ported a similar rate. Based on the ac- 
counts of some recent arrivals, marine 
police sources here told the REVIEW 
another estimated 30,000 Vietnamese 
are now in Kompong 
Som waiting for boats. 

Although Trat pro- 
vincial officials admitted 
that some unscrupulous 
officials might be in- 
volved, they tried to 
play down the involve- 
ment of Thai racketeers. 
Trat Governor Thong- 
dum Barnchuen said: 
"The root cause lies with 
Vietnam in deliberately 
allowing these people to 
leave. They paid their 
way through Cambodia 
but we don't know how 
the rackets operate. In 
any case, these people 
are not genuine ref- 
ugees." 

Thongdurn conceded 
that some Thai fisher- 
men or trawler operators - 
have engaged in illicit 
coastal trade, such as 
smuggling goods to Koh Kong and 
bringing back Vietnamese on return 
trips. However, he described these as 
opportunistic profiteers and claimed 
there are no elaborate rackets as report- 
ed in the Bangkok press. 

Thongdum said the majority of re- 
cent arrivals are ethnic Chinese who 
claim to have fled Vietnam because of 
hardship under the communist regime. 
UNHCR sources put the ethnic Chinese 
composition at only 20%, though they 
admitted it is difficult to distinguish be- 
tween ethnic Chinese and those of mixed 
blood. Ethnic Chinese are treated the 
same as ethnic Vietnamese for third- 
country resettlement screening. 

Since most wealthy Vietnamese or 
Sino-Vietnamese fled years ago, the re- 
cent arrivals are said to be professionals 
or petty merchants who paid for their 
exit from four to five years of savings or 
financial assistance from relatives 
already resettled abroad. The journey 


ik 





Prachuab: furious. 


is said to cost the equivalent of Baht 
40-60,000 (US$1,584-2,376) in gold. 

The Thai Government's long-stand- 
ing policy since the late 1970s is to turn 
away Indochina escapees who are not 
considered bona fide refugees. But for 
Vietnamese boat people the policy was 
not strictly enforced before, partly be- 
cause the government — sensitive to in- 
termittent foreign criticisms about ig- 
noring Thai pirate attacks on refugee 
boats — was more concerned with en- 
suring safe arrival of refugees. Thai- 
land's cost for providing country-of- 
first-asylum facilities is borne by the UN 
and other international relief organisa- 
tions. 

Thus the tough new stance repre- 
sents a departure from the past lenient 
practice. From 17 January, a special op- 
eration plan involving six navy patrol 
boats and seven marine police craft 
began surveillance in an area near 
Klong Yai and Koh Kood, an island 57 
miles southwest of her: 

But the naval a 
police vigilance soon ran 
into problems. With the 
refugees squeezed to- 
gether, crouching low in 
the bottom of small 
boats, boatloads of 10-20 
refugees each would 
make the 12-mile jour- 
ney from Koh Kong to 
the Thai territory in half 
an hour under the cover 


of night. 
A marine police of- 
ficer said: “Sometimes 


we laid anchor all night 
trying to listen for the 
sound of motor boats, 
but for hours they pad- 
dled past under our 
noses. By the time we 
spotted them, it was too 
late.” And, he added, 
“the sight of crying in- 
fants made it particularly 
tough for us to turn them away.” 

On the day the operation began, 
three boatloads of refugees were found 
off Klong Yai; they were subsequently 
allowed to land. On 27 January, the 
push-back of a boat watched by a con- 
tingent of pressmen was only agreed 
after a meeting of high-ranking Interior 
Ministry officials who were visiting from 
Bangkok. The boat, in fairly good con- 
dition, was towed out of Thai waters 
and set loose in the direction of Koh 
Kong. Refugees who have been caught 
on landing are housed at two temporary 
shelters in Klong Yai and Laem Ngob. 

Besides extra naval surveillance, the 
Thai Government has adopted other 
ways to deter the influx. Boat refugees 
in the past were sent to Phanat Nikom, 
which allows quick processing for reset- 
tlement, but new arrivals will be sent to 
a Vietnamese camp on the Thai-Cam- 
bodian border from where resettlement 
is more difficult. Oo 
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MALAYSIA 


Speaking of unity 


Renewed campaign to promote Bahasa Malaysia 


By Suhaini Aznam in Kuala Lumpur 


D: who speak together, in one 
language, live happily together, 
avers the Malaysian Government. In 
this multi-racial nation, the government 
hopes that an official common language 
will forge national unity, even as the 
ethnic Chinese and Indians among its 
citizens continue to chatter among 
themselves in Cantonese, Hokkien or 
Tamil and the indigenous Malays yarn 
on in their various dialects at home. 

Concerns over language resurfaced 
again recently, after a 20-year hiatus in 
language propaganda. Last year saw the 
fraajle communal peace being re- 

tedly tested and old Malay insec- 
unies come to the fore. It may have 
been sheer coincidence that Chinese 
education grew as an issue, but by last 
July Deputy Prime Minister Abdul 
Ghafar Baba was moved to call for a re- 
vival of the campaign for Bahasa Malay- 
sia — officially the national language — 
reminiscent of the language campaign 
of the 1960s. Education Minister Anwar 
Ibrahim picked up on it and heads a 
high-powered team comprising non- 
Malay ministers from component par- 
ties of the ruling National Front coali- 
tion. 

Unobtrusively, the familiar strains of 
the 1960s national-language unity song 
waft from the radio. For those who grew 
up singing “Come all citizens, prove 
your loyalty with one language" at 
morning school assemblies, the revival 
left an uneasy reminder that 30 years of 
independence had not brought much 
real integration after all. 

Perhaps the events of the last few 


Bronths including the detention of 


more than 100 people, among them Lim 
Kit Siang, leader of the opposition 
Democratic Action Party — blamed by 
the government for stirring racial ten- 
sions — added to the urgency for a 
language revival. 

On 11 December, at an elaborate 
ceremony including Malay dance and 
poetry, televised live, Prime Minister 
Datuk Seri Mahathir Mohamad 
launched the “Love our language move- 
ment.” Since then huge billboards have 
sprouted displaying the movement’s 
logo — a blue heart with the Malaysian 
flag streaming forth — and local news- 
papers, radio and TV have devoted 
acres of space and hours of air time to 
the campaign. 

The status of Bahasa Malaysia (liter- 
ally Malaysian Language) — the name 
given to standardised Malay in 1970 — 
is one of a handful of taboo topics here, 
where challenging its position as the na- 
tional language is deemed seditious. 


English remains the second language, 
neatly avoiding the problem of where to 
place Chinese and Tamil, whose use in 
an informal milieu is also protected by 
the constitution. The urban educated of 
all races prefer English, while Chinese 
dialects and Tamil are spoken in 
Chinese and Indian enclaves. 

But mild criticism has emerged from 
some Malay writers who share the lan- 
guage goals but feel that most Malay- 
sians are oblivious to its appeal. The 
government should improve its public 
relations in trying to woo people to 
speak the national language, said one 
writer. Propaganda tends to meet with 
resistance, or at least turns people off — 
including some Malays themselves. Ex- 
pensive, time-consuming 
campaigns mean nothing 
when the country is pro- 
ducing a generation of 
students who are almost 
non-functional in any 
language, says Firdaus 
Abdullah, an economics 
lecturer at the University 
of Malaya. 

At least Chinese and 
Indian students make a 
special effort to learn 
Bahasa Malaysia, with 
varying degrees of suc- 
cess, he says. The 
Malays, as native speak- 
ers, do not even try be- 
cause they think they 
know it all already. 

Off-campus, social 
resistance to Bahasa remains high. In 
fast-food restaurants, for instance, the 
staff insist on speaking English even 
when one replies to them in Bahasa, said 
Firdaus recalling a recent experience. 


ndeed, the private sector — and lat- 

terly, the Malaysian courts — are the 
targets of the present campaign. Busi- 
nessmen, bankers and lawyers keep cit- 
ing lack of terminology as an excuse for 
their unwillingness to use the language, 
said Ainon Mahmood, head of the 
translation division of the Dewan Ba- 
hasa dan Pustaka (DBP), Malaysia’s 
language and literature board. “It’s the 
old chicken-and-egg question. How will 
one develop the terminology in a parti- 
cular field, if its practitioners refuse to 
use the language?” 

In addition, older Malays find them- 
selves estranged from the sharp simpli- 
city of the original Malay — with its 
poetic ability to convey a message in a 
minimum of words. With today’s struc- 
ture, patterned after English, sentences 





are longer yet sometimes less precise. 

And while Malays want their mother 
tongue to be the national language, 
psychologically, they also want to keep 
a part of their culture private and 
unique. Thus their adherence to dialect 
and resistance to standard pronuncia- 
tion which comes more easily to the 
Chinese and Indians. As a race, the 
Malays want to retain an identity of 
their own. 

Thus evolution is a luxury Malay lan- 
guage planners feel they cannot afford. 
If left to its own course, Malay would 
fall by the wayside as a colloquial lan- 
guage, without adequate terminology 
for modern research and discussion, 
and would never attain the status of 
a lingua franca for the Malay archi- 
pelago. 

“Right now, Bahasa Malaysia is used 
for official purposes because one is 
forced to use it,” said Nik Safiah Abdul 
Karim of the Malay Studies Depart- 
ment, University of Malaya. There is no 
love for the language in terms of practi- 
cal usage — “no loyalty, no pride, no 
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reference to the norm” — even if some 
feel a romantic love for it in principle, as 
a national symbol. The truth of her 
words is proven every day, typified by 
popular local cartoonist Lat’s depiction 
of two Malaysians abroad speaking vi- 
vaciously in English, puzzling their In- 
donesian friends who would never have 
resorted to Dutch. 

Superficially, Bahasa Malaysia has 
taken root here. A generation of school 
children has graduated from university 
using Bahasa Malaysia as their medium 
of instruction from primary one. All of- 
ficial correspondence with the govern- 
ment is in Bahasa Malaysia. Signboards 
announce shop names and advertise- 
ments first in Bahasa Malaysia and only 
in secondary, smaller letters in Chinese, 
Tamil or English. 

For 20 years, nationalism has been 
served. English, the common language 
inherited from a century of British col- 
onialism — and the preferred language 
of the Chinese and Indian worker- 
migrants the British brought here — 


took such a back seat that of late, the 
government has had to import English- 
language teachers to remedy the defi- 
ciency among students headed for 
further studies abroad. 

Language is power. And the Malays 
are keen that their children have an 
equal or better chance at surviving be- 
side second-generation Malaysian Chi- 
nese and Indians. This, despite the fact 
that English was also the preferred lan- 
guage of the Malay elite whom the Bri- 
tish had favoured as junior adminis- 
trators, who later governed the country. 
But in that set-up, the Malays were as 
linguistically handicapped as the new- 
comers — perhaps even more so be- 
cause their rural schools could never 
match the standards of the English-run 
urban and missionary schools around 
Chinese tin mines and Indian-worked 
plantations. 

But beyond domestic politics of lan- 
guage, Malaysian language planners 
realise that people must be able to 
learn, think and express themselves in 
Bahasa Malaysia if it is to be a living lan- 


guage. 


E pues, the world is divided 
into two, said a language planner. 
There are those who speak their own lan- 
guage, whose countries enjoy relative 
peace and prosperity. And there are 
those who speak a borrowed language 
whose countries are *marked by civil 
strife because the borrowed language 
cannot go beyond the city limits." The 
English-speaking Western world, much 
of Europe and the Far East exemplify 
the first. Latin America, Africa, the In- 
dian Subcontinent and parts of South- 
east Asia reflect the second. 

If a tractor manual is written in Eng- 
lish, the farmer will always be tied to his 
buffalo to plough his field, said another 
academic. Her own father, once a poor 
farmer — now that pamphlets are 
printed in Bahasa Malaysia and agricul- 
tural field officers speak his language — 
is able to invest in the Bumiputra Trust 
Scheme, saves money with the Pilgrim- 
age Board, and is a member of the 
Farmers' Cooperative. 

Prosperity depends on villagers 
understanding the language of the 
power centres, she stressed. Knowl- 
edge, and then wealth, will flow to the 
rural masses. In turn, the centre must be 
able to receive knowledge from abroad. 
The Japanese have achieved this by 
translating 35,000 new titles a year, and 
the Malaysian Government is now 
pushing for more efficient translations 
and is encouraging young people to 
study foreign languages. “A person who 
can speak in more than one language is 
not necessarily disloyal to the country" 
as long as he does not neglect his own 
language, said Mahathir on 21 January. 
Despite the need for the new campaign, 
perhaps two decades of mother-tongue 
nationalism have left Malay language 
planners more secure. Oo 
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Thaw on a minerals regime 


Despite environmental concerns, mining rules near completion 


By Colin James in Wellington 


n agreement on a minerals regime 

for the Antarctic will be reached in 
June, the chairman of the negotiations, 
Chris Beeby, said after a two-week ses- 
sion from 18-29 January concluded in 
Wellington. But Beeby, who is also 
New Zealand's deputy secretary of 
foreign affairs, indicated differences of 
attitude remain among the negotiating 
countries over the strictness or open- 
ness of the regime, which will regulate 
mining on the frozen continent. 

The negotiations began in 1982 
under the aegis of the 1959 Antarctic 
Treaty, which does not include provi- 
sions for mining because it was then 
thought extremely unlikely. Even now, 
Beeby said, mineral exploitation is not 
expected this century. But the oil shocks 
of the 1970s and rising demand for 
strategic minerals, along with improved 
technology, have prompted increasing 
interest in the region over the past two 
decades. 

Britain, France, the US — which 
brought a raft of new cards to the table 
this time — Brazil, Japan and West Ger- 
many have been particularly keen to 
open up the Antarctic for mining. All 
are consultative parties to the treaty, 
and Britain and France also have ter- 
ritorial claims on the continent. Petro- 
bras of Brazil and the Japan National 
Oil Corp. have been conducting “scien- 
tific” investigations. 

At the “conservationist” end of the 
scale are the claimant states closest to 
Antarctica with sovereignty claims over 
parts of the region: New Zealand, which 
unsuccessfully proposed in 1975 that it 
be turned into a world park, preserved 
from mineral exploitation; Chile, which 
has proposed it be declared a "treaty 
park;" Argentina, and Australia. 

On the fringes of the talks are con- 
servationists, operating under the ban- 
ner of the Antarctic and Southern 
Ocean Coalition. Although it is essen- 
tially a lobby arguing for a total ban on 
mining (as a protest, some members 
dressed up as penguins at the start of the 
Wellington meeting), the coalition has 
non-governmental representatives on 
the Australian, New Zealand and 
Danish delegations. 

The claimant states, particularly 
New Zealand, have been keen to con- 
clude a convention, a fifth draft of which 
was discussed at this meeting. Beeby 
last May set a deadline of May 1988 for 
agreement and said after this meeting 
that enough progress had been made on 
some of the more difficult issues to be 
confident of agreement at a meeting in 
Wellington from 2-18 May and 23 May- 


2 June. There would, however, need to 
be “political will and technical skill” to 
resolve outstanding issues. 

The broad thrust of the latest draft is 
for a commission, probably based in 
Wellington and representing the An- 
tarctic Treaty consultative parties and 
countries sponsoring mining applica- 
tions which are also parties to the con- 
vention, to set general rules and desig- 
nate areas for prospecting, exploration 
and mining. The commission would 
have a supplementary advisory commit- 
tee of experts and various regulatory 
committees for detailed regulation an4 
monitoring of mining areas and reso 
tion of legal, financial and technica 
problems. 

Prospecting will be allowed under 
strict conditions, 
similar to and 
in some respects 
stricter than those 
applying to scien- 
tific investigation. 
Exploration and 
development will 
be allowed only 
on application 
through a spon- 
soring state, in ac- 
cordance with a 
management plan 
approved by the 


appropriate  reg- 
ulatory commit- 
tee. 


There will be, 
Beeby said, “an | 
absolute, unqual- E | 1 
ified, [and] un- | Beeby: differences. 
limited duty" on, 
the minerals operator or, failing that, 
the sponsoring country “to prevent 
[damage to the environment] or to put it 
right," and strict liability to compensate 
for irremediable damage to the environ- 
ment and to other uses, such as scientific 
investigation or tourism. At the explor- 
ation and development stage, there 
will be additional specific rules, which 
probably will include a fund to cover 
damage for which the operator has a de- 
fence under the convention, damage 
which the operator cannot meet or dam- 
age of an undetermined origin. Beeby 
added: "The balance is very heavily 
in favour of protecting the environ- 
ment." 

Environmentalists, however, dis- 
agree. They say too much power would 
be vested with the regulatory commit- 
tees, which would be vulnerable to man- 
ipulation from the “miner states" and 
where, according to the current draft, 
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votes would be by simple majority. 
They favoured more power for the com- 
mission where decisions would be 
reached by consensus. 

Environmentalists also highlighted a 
proposal that some details on liability 
for damages, which could be critical for 
conservation, will be left to a protocol to 
be negotiated after the convention is 
signed. They also claimed operators and 
sponsoring states would be able to es- 
cape liability through a clause which 
gives exemption in the case of un- 
foreseeable circumstances — a common 
Occurrence in the extremes of the An- 
tarctic. 

Beeby rejected the criticisms. He 
said the protocol would be only for an- 
cillary mechanisms, such as in which 
courts disputes would be heard. But he 
acknowledged that major points on lia- 
bility are still to be resolved, in particu- 
lar which defences operators will have 
against the liability provisions. Propo- 
sals will go to the May-June meeting in a 
sixth draft. 








Anti-mining demonstrators holding penguin placards in Wellington. 


» Suhaini Aznam writes from Kuala 
Lumpur: Malaysia still wants to scrap 
the Antarctic Treaty Consultative Par- 
ties (ATCP) arrangement and have the 
UN administer Antarctica. 

After five years campaigning for the 
equal sharing of Antarctica's wealth and 
for a region free from superpower con- 
flict, Malaysia initiated a resolution at 
the UN General Assembly in No- 
vember 1987 calling on treaty parties 
to invite the UN secretary-general to 
take part in all Antarctica discussions, 
including negotiations on the minerals 
regime. The move won the support of 
100 countries in the UN; none opposed 
it, though 15 abstained from voting. The 
resolution also sought the exclusion of 
South Africa from ATCP meetings, 
which the UN approved by 122-0 votes, 
with 10 abstentions. 

Although concrete results are negli- 
gible, Malaysia would like to think that 
the ATCP has voluntarily come out with 
more information on Antarctica as a re- 
sult of its prodding. 
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j Bw exploitation of Antarctic mineral 
resources is not imminent. Little is 
known about Antarctica's potential as a 
new source of supply of hydrocarbons 
and hard minerals. 

What is known is that the Antarctic 
environment is unforgiving. The seve- 
rity of its climate, its sensitivity as a fro- 
zen continent to an oil spill and the risk 
of disturbance, or worse, to its marine 
life will place an enormous premium on 
mining-safety techniques and financial 
investment if ever mineral-resource ac- 
tivities are to occur there. 

For the moment, activities in the 
area are confined to scientific research, 
while the evidence of exploitable re- 


ra 


sources is Only of the “best-guess” vari- 
ety. 

The countries currently involved in 
negotiating an agreement on guidelines 
for the exploitation of the area’s mineral 
resources are parties to the Antarctic 
Treaty. They comprise a cross-section 
of the international community and in- 
clude the 12 original signatories to the 
treaty, as well as other states which have 
established scientific stations in Antarc- 
tica or which have no presence there but 
support its principles. 

The growing number of signatories 
to the treaty underlines not only its suc- 
cess in facilitating scientific cooperation 
in the least-polluted laboratory on 
earth, but also its significance as an in- 
strument of global security. 

These attributes of the treaty, 
though well understood by its parties, 
are worthy of wide publicity. Coopera- 
tion rather than confrontation in An- 
tarctica is an everyday event. It is 
guaranteed by the treaty. The potential 
for tension and dispute between the 


Development and conservation 
of Antarctic’s minerals 
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seven countries which maintain claims 
to sovereignty in Antarctica and other 
countries conducting scientific research 
in the claimed areas is allayed by the 
treaty. 

The treaty demilitarises Antarctica, 
outlaws the testing of weapons or the 
exploding of nuclear devices and pro- 
hibits the disposal of radioactive waste 
there. Moreover, all installations and all 
ships and aircraft in Antarctica, includ- 
ing those of the superpowers, are open 
to inspection by any party to the treaty. 
There is no more comprehensive inter- 
national inspection system — or indes* 
zone of peace — anywhere in the worl 

International appreciation of tne 
treaty’s qualities is a relatively new 
phenomenon. The treaty did not estab- 
lish any headquarters, so it has no dis- 
semination arm. The UN, however, has 
recently taken an interest in Antarctica. 

Since 1983, at the initiative of Malay- 
sia and with the support of some other 
developing countries, several days have 
been given over each year to discussing 
Antarctica in the First (political) Com- 
mittee of the UN General Assembly. 
One of the issues debated has been whe- 
ther the minerals of Antarctica, like 
those of the international deep seabed, 
should be designated the “common 
heritage of mankind,” to be exploited 
for the benefit of the international com- 
munity at large. 

Environmental organisations have a 
different perspective. They argue that 
Antarctica’s value to mankind lies not in 
its resources, but rather in its natural, 
relatively untouched state. 4 

The Antarctic Treaty parties, with 
the experience derived from operating 
in and administering Antarctica for 
many years, bring a third perspective to 
bear. It has three principal, intercon- 
nected features — historical, strategic 
and environmental. 

An appreciation of these elements 
places in their proper perspective, and I 
believe provides answers to, such ques- 
tions as why the negotiations are taking 
place if mineral activities in Antarctica 
are not imminent; why the negotiations 
involve only parties to the treaty, and 
the extent to which parallels can be 








Chris Beeby, a senior New Zealand 
diplomat, is chairman of negotiations 
among the 35 signatories to the An- 


tarctic Treaty over conditions to be 
applied to exploring, prospecting and 
development of Antarctica. 








_ drawn between the wane governing 


the deep seabed and t 
tiated for Antarctica. 
In negotiating the condition under 


at being nego- 


| which mineral-resource activities may 


be permitted, the treaty parties have 


| very much in mind the benefits which 
. have flowed from the treaty over a 
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_ though it found a way of cross- 
_ ing the minefield of sovereign- 
| ty in Antarctica, did not deal 
. with the resources of that con- 


period of nearly 30 years. It is a common 
misappreh nsion that the treaty will ex- 
1 1991, and I have heard it mista- 

enly said that the minerals negotia- 
tions are aimed at establishing a re- 
placement regime. 

What the treaty actually says is that it 
may be reviewed in 1991. There is no 
provision for its termination. Nor do the 
parties show any signs of favouring such 
an outcome. | 

-Since 1959, the treaty has provided 
both the basis for international coopera- 
tion in Antarctica and the stability es- 
sential to underwrite the investment of 
resources required to conduct scientific 

. earch in the southern extremity of 

<: globe. The objective of the minerals 
depotiations is not to replace or modify 
the treaty, but to complement it in the 
same way as the treaty parties, through 
the Convention on the Conservation of 
Antarctic Marine Living Resources, 
have already established the means for 
protecting the marine life of the south- 
ern oceans. 

The Antarctic 





Treaty, 


tinent. Acknowledging that 
the development of Antarctica's re- 
sources can scarcely be considered in 
isolation from the question of their own- 
ership, the treaty parties have taken 
great pains in the past decade to find a 
satisfactory way of filling the vacuum in 
the treaty — thus preserving the system 
under which Antarctic affairs have been 


con handled for more than 25 


. which, 


Cars. 


will say something of the shape the 

minerals convention is taking later, but 
before dealing with the two remaining 
features underlying its negotiation, I 
need first to expand a little on the An- 
tarctic Treaty system itself. 

The Antarctic Treaty system is a net- 
work of formal and informal agree- 
ments developed by and binding on 
those countries who, for whatever 
reason, have made a commitment to 
Antarctica through the treaty. Any 
country which makes that commitment 
— the treaty is open to all states — en- 
joys a say in Antarctic affairs. Within 
certain bounds specified by the treaty, 
the greater the commitment, the greater 
the say. 

This is why the prime movers in the 
minerals negotiations are the category 
Of states known as consultative parties 
through their commitment to 
Antarctica, have built up the most in- 
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tense experience of its conditions. 

The second of the three facets I have 
identified is closely connected with the 
first. It is the strategic importance of 
Antarctica — the security element. I 
have already noted that among the suc- 
cesses of the Antarctic Treaty are the in- 
ternational cooperation it has fostered 
and the comprehensive zone of peace 
it established. For a small, Southern 
Hemisphere country like my own, New 
Zealand, these are conditions of funda- 
mental significance. 

Perhaps the most likely threat to the 
peace of Antarctica would be a dispute 
over the resources of that continent. 


The oil shocks of the 1970s quickened 


the interest of countries which are net 
importers of oil in seeking supplies 
of hydrocarbons beyond traditional 
sources. 

Long-term planners, particularly in 
industrial countries, were already con- 
scious of the eventual depletion of those 
same traditional sources of supply. It 
was inevitable that with the announce- 
ment that seismic data collected by the 
Glomar Challenger in the Ross Sea in 
1973 suggested the likely presence of 
hydrocarbons, attention would turn to 
Antarctica. 

Confronting this turn of events, the 
treaty parties found themselves dealing 


with diverse and, in some respects, com- 
peting forces. To the two concerns just 
mentioned — the threat to supply lines 
on the one hand and, the security of An- 
tarctica should the quest for new 
sources of supply give rise to conflict on 
the other — there was another, the risk 
of serious damage to the environment 
from Antarctic mineral-resource ac- 
tivities. 

This element, the final of the three 
dominant features of the approach of 
the Antarctic Treaty parties to the min- 
erals negotiations, has a significance 
far beyond the possibility of disturb- 
ing the aesthetic qualities of Antarc- 
tica. 

Research conducted by the treaty 
parties has established that Antarctica 
plays a vital role as a regulator of climat- 
ic conditions in the Southern Hemi- 
sphere. With all but approximately 2.5% 
of the continent covered by ice a 
kilometre or more deep and enormous 
icebergs drifting in the offshore areas, 
the hazards to any human endeavour in 
Antarctica — particularly those involv- 
ing the extraction of hydrocarbons, are 
unparalleled. 

The approach of the negotiators of 
the Antarctic minerals regime to ensur- 
ing protection of the environment has 
taken a number of forms. It is found in 
the acknowledgment of the treaty par- 





ties that they have a responsibility as 
stewards of Antarctica tc entire 
world to safeguard its e mental 
values. It is found als r accep- 
tance that the negotiation of the regime 
should not be delayed until mineral- 
resource activities are imminent or 
under way, since the de :velopment of 
adequate safeguard: the. o 
ment is at its mos | 

eral deposit has a 
and interests in its 
come vested. | 













E ven more import 


ment is found in the su 
draft convention itself. © 

Itis not a mining code. It d. 
vide up Antarctica into a seri | 
sites, nor does it seek to allocate areas 
or any resources found there to indi- 
vidual states or groups of states. Rather 
it establishes a framework which can be 
activated if and when anv interest in de- 
veloping the mineral resources of An- 
tarctica is shown. 

The draft convention foreshadows 
the setting up of various institutions to 
play a role in vetting proposals for ex- 
ploration and development, and elabo- 
rates the environmental and other 
criteria against which those institu- 
tions will be required to mea- 
suré such proposals before 
mineral activities may be au- 
thorised. In other words, those 
activities will proceed only if 
the applicant can satisfy the in- 
stitutions of the regime that the 
controls and procedures will be scrupul- 
ously observed. 

The negotiations began in 1982. 
They are extremely complex. The 
sovereignty issue, in particular, pre- 
sents a formidable challenge to the in- 


| genuity of the negotiators. They accept, 


however, that the existence of claims to 
sovereignty in Antarctica and the denial 
by others of the validity of such claims 
are realities that must be faced. 

Indeed, it is the existence of this fac- 
tor which clearly distinguishes Antarc- 
tica from the deep seabed area. The 
deep seabed is not and never has been 
subject to claims of sovereignty. There 
is no dispute about its legal status. It is 
therefore capable of management — as 
the common heritage of mankind — in 
the manner envisaged in the UN Law of 
the Sea Convention, by an international 
authority empowered to develop its 
own exploration and exploitation arm. 

Sufficient progress has been made, 
however, in the negotiations to allow 
the Antarctic Treaty parties to begin to |. 
plan the final stages. The New Zealand | 
Government will host a final meeting in. - 
May-June, following the preparator 
meeting in Wellington in late Januar 
believe that a successful outcome 1 
not only strengthen the Antari 
Treaty system but also substantially er 
hance security in the region. aa 





Chun the politician; Chun the general. 


SOUTH KOREA 


A president's reflections 


Chun Doo Hwan moves aside for his successor 


By John McBeth in Seoul 


t his first press conference for 

foreign correspondents during his 
seven-year rule, a relaxed President 
Chun Doo Hwan wanted everyone to 
know he cannot wait for the day when 
he leaves the South Korean presidential 
residence, the Blue House. In fact, he 
said, he and his family were having 
sleepless nights just thinking about it. 

Chun has acknowledged, however, 
that it has not been easy giving up 
power. He hands power over to president- 
elect Roh Tae Woo on 25 February. 

Chun did have his way in a series of 
New Year military appointments, which 
were apparently made without consult- 
ing Roh (REVIEW, 28 Jan.). But Blue 
House efforts to push for early national 
assembly elections and exercise a say in 
the selection of ruling Democratic Jus- 
tice Party (DJP) candidates have been 
largely stymied — not only by an un- 
cooperative opposition, but also by 
moderates in the DJP itself. 

The elections are now almost certain 
to be held in March, provided the politi- 
cal parties can come to an early com- 
promise over the type of constituency 
system to be adopted. Roh and his ad- 
visers, by all accounts, have made it 
clear they want a free hand in choosing 
candidates from among 1,431 hopefuls 
seeking election nomination, many of 
them Chun loyalists anxious to survive 
the transition. 

Roh, who has built on his common- 
man image by carrying his own briefcase 
and opting to ride in South Korean- 
made cars, has said he wants to diffuse 
the influence of the Blue House and 
place more decision-making power in 
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the hands of his cabinet — part of his 
campaign pledge to dismantle the coun- 
try’s authoritarian machinery. 

There is no doubt Roh has succeeded 
in winning a large measure of popular- 
ity. But probably the most difficult task 
facing his incoming administration will 
be to contain a dizzying and potentially 
destabilising swing from past totali- 
tarianism to rampant popularism. 

There have been few reliable point- 
ers to the shape of his new post-election 
cabinet and who he is considering for his 
inner circle of advisers. Roh has some 
rewards to hánd out, but as one political 
analyst put it: "Those in Roh's circle 
staked their political futures with him. 
Its not that he is really indebted 
to them, the way Chun was to his 
people." 

DJP sources expect Roh to come up 
with a slate of new faces, though there 
has been speculation over whether he 
will retain military academy classmate 
Chung Ho Yong as defence minister. 
Chung may carry what one analyst calls 
“heavy baggage" from the bloody 1980 
Kwangju uprising, an insurrection op- 
posed to Chun’s grab for power, but he 
was against military intervention during 
last year’s crisis and played a key role in 
blocking hardline opposition to Roh’s 
29 June democratisation package. 

Chung reportedly has told confi- 
dants he wants to remove himself from 
contention and give the president-elect 
a free hand. It may not be that easy. Ex- 
perienced analysts say there are few re- 
tired generals with the sort of respect 
and popularity in the armed forces that 
Chung, a former chief of staff, enjoys. 





Interest also centres on Roh’s cho 
for the dual post of deputy prime mir... 
ter and minister of the Economic Plan- 
ning Board (EPB), the man responsible 
for managing South Korea's booming 
economy. The current favourite ap- 
pears to be Kang Kyong Shik, 51, who 
served more than a decade at the EPB 
before becoming minister of finance in 
1982 and then Blue House secretary- 
general from 1983 to 1985. 

"Roh willlook for continuity in econ- 
omic affairs," a local analyst said. *He 
will try and find someone who has had a 
role in past government." During a 
period when South Korea will have to 
confront mounting pressure from the 
US over trade issues, the US-trained ad- 
ministrator may very well fit the bill de- 
spite his past association with Chun. 

Perhaps the most intriguing question 
is what job Roh has in mind for Lee 
Chun Ku, the former DJP secretary- 
general who acted as the president- 
elects campaign manager and now 
heads his transition team. Lee is known 
as a hardliner. 


olitical sources say there have been 

rumours he may be chosen to take 
over as director of the Agency for Na- 
tional Security Planning (NSP, formerly 
the KCIA), but as one said: “That 
would send a very bad signal." Lee 
graduated from Class 14 of the Korean 
Military Academy, the same intake as 
2nd Army commander Lee Chong Ku 
who has been tipped to replace Chun 
loyalist Gen. Park He Do as army chief 
of staff in mid-year. 

Despite the difficulties that may 
have arisen during the transition period, 
Roh does have cause to be grateful to 
Chun for one public expression of com- 
fort, which perhaps could also be taken 
as a word of advice to more hardline 
army generals as well. Asked at his 29 
January news conference about fears of 
future military intervention, Chun re- 
plied: “It will not happen again. And if it 
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should, [South] Korea would only bring 
misfortune on itself.” 

Chun’s responses on other issues: 

» On North Korea: the bombing of Ko- 
rean Air flight 858 in November which 
left 115 people dead, in his view, is the 
latest sign that Pyongyang's designs on 
South Korea have not changed. Despite 
the continuing danger and the North's 
numerical edge in military manpower 
and equipment (South Korean officials 
never feel obliged to mention their 
significant technological advantage), 
Chun feels the eventual prospects for 
peaceful co-existence are bright and 
that North Korea will sooner or later 
realise that its goals are both untenable 
and unrealistic. 

He argues that the expansion of 
Soviet military influence in the region 
has only served to embolden Pyong- 
yang. At the same time, however, he 
doubts whether the North can sustain its 
current level of arms spending. Chun 

d North Korea faces the prospect of 
-- Jmbling under a self-created burden 
or sitting down and talking, and this he 
believes will lead to a dialogue begin- 
ning between the North and South next 
: year or in the early 1990s. 

» On the bloody 1980 Kwangju upris- 
ing: Chun publicly acknowledged for 
the first time that the incident was both 
"tragic and regrettable." He insisted, 
however, that the uprising took place at 
a time when the nation was in peril fol- 
lowing the 1979 assassination of presi- 
dent Park Chung Hee. What he ap- 
peared to be saying was that Park's le- 
gacy of autocratic rule had left no 
mechanism for orderly government and 
there was little alternative but to declare 
a state of emergency. 

» On what he will do after he steps 
down: Chun said the first thing he will 
do is rest with his family. “It was rather a 
stressful occupation being president of 
South Korea," he said. "It was hard 
work and a very demanding duty." He 
said he would begin serious reading and 
writing and he also mentioned “the joys 
of travel," without saying when he 
might contemplate an overseas trip. 

» On his great achievements: the 
peaceful transition of power and the 
doubling of the countrys GNP from 
US$60.3 billion in 1980 to US$120 bil- 
lion today, he said. 

» The worst moment of his presidency: 
the 1983 Rangoon bombing in which 
North Korean agents killed 17 members 
of his presidential delegation. “I can't 
face the families [of the victims] even to 
this day. That is a tragedy we will all re- 
member," he said. 

» On his lack of legitimacy: Chun 
claimed that his elevation to the presi- 
dency had been done according to legiti- 
mate and lawful procedures in force at 
the time. “The question of legitimacy 
does not exist as far as I am concerned," 
he said. “[It] is political rhetoric.” It was 
the only time the generally mellow 
Chun bridled at a question. 





FAR FACTERN ECONOMIC REVIFW a 11 FERRIIARY 1988 


MORE 


THAN 10000 HOURS 
IO DEVELOT 
THIS MASTERPIECE 





IB 


T7235 


BLANCPAIN 





A work of art which, when desired, 
chimes the hour, quarter hour and 
minute. Only a few such watches, each 
individually numbered and signed, leave 
our workshops each year. 


since 1/35 there has never been a quartz 
Blancpain watch. And there never will be. 


BLANCPAIN SA - CH-1348 Le Brassus - Switzerland 


Tx 459 420 Tél. 01041-21 85 40 92 


Informations by 


KUNG BROTHERS eD ELDORADO warcuco cro 
| 7AM SUNNY WATCH & JEWELLERY CO 
í PUR w, „LTD. 
e [E MOM CO.. LTD. CUu Carlson Watch Eo.. € td. 


25 


€) Blegant Jewellery Co. Lid. 


de EMPEROR WATCH & 
JEWELLERY CO., LTD. 





THAILAND 


Body smugglers 


Security forces crackdown on Thai-Lao refugee racket 


By Paisal Sricharatchanya at Ban Vinai, Loei province 


A recent influx of Hmong tribesmen 
into the sprawling Ban Vinai ref- 
ugee camp for Lao highlanders near the 
Thai-Lao border, has prompted Thai 
security authorities to mount a con- 
certed crackdown on thriving refugee- 
smuggling rackets. Checkpoints have 
been set up on smuggling routes to 
block those illegally entering Thailand, 
while border units along a 100-km 
stretch parallel to the Mekong River 
have been told to step up vigilance. 

Under a long-standing Thai Govern- 
ment policy to turn away Indochina es- 
capees who are not considered bona 
fide refugees, Loei provincial officials 
last year repatriated 580 Hmongs. 
Another 189 tribesmen, who were ar- 
rested for illegal entry, are now being 
prosecuted before deportation, along- 
side 26 Thai suspects — in- 
cluding a policeman and a de- 
fence volunteer — who were 
arrested for complicity in ref- 
ugee smuggling. 

Most repatriations go un- 
reported, though a widely 
publicised incident in March 
1987, when 38 Hmongs round- 
ed up at Ban Vinai were re- 
turned, sparked protests by 
the US State Department, 
the office of the UN High 
Commissioner for Refugees 
(UNHCR) and Amnesty In- 
ternational. Bangkok was 
then accused of human-rights 
violations because of concern 
at the time over the return- 
ees’ fate in the hands of 
the communist Lao Govern- 
ment. 

The US protest was be- 
lieved to have been initiated 
by a growing lobby of former Hmong ref- 
ugees who have resettled in the US and 
since have become naturalised Ameri- 
can citizens. There has been no further 
uproar, partly because of Bangkok’s 
stance that it was merely applying 
Thai immigration laws and also because 
new arrivals considered bona fide cases 
were brought into the UN screening 
process for third-country resettle- 
ment. 

During a visit to Ban Vinai to ob- 
serve anti-smuggling activity in late 
January, Interior Minister Prachuab 
Suntharangkul reiterated that Thailand 
would continue its humanitarian policy 
of providing first asylum, but those who 
are brought here illegally by smugglers 
would be returned. 

Although UNHCR statistics indicate 
that Lao highland refugees in Thai 





26 


Moe 
i Ed 
Led P Hae M - e, e 4 " 2 a 
A oa - T NG AX 


Hmong refugees at Ban Vinai: some deportations. 


camps had declined from 59,476 at the 
end of 1986 to 54,095 at the end of 1987 
— last year 7,833 were resettled in third 
countries, mainly the US — their 
number is believed to have increased 
over the period because many tribes- 
men who illegally sneaked into Thai- 
land were not included in official fig- 
ures. 

At Ban Vinai, the largest camp for 
Lao highlanders, the UNHCR figures 
show a population of 37,271 at the end 
of 1987, but this excludes another 9,600 
"unaccounted-for" Hmongs who were 
sent to a smaller camp in Chiang Kham 
district of Payao province, north of 
Loei, during December-January. If this 
latter group was added to the total, the 
1987 population at Ban Vinai would 
have been higher than the end of 1986 
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total of 42,858, despite departures for 
third-country resettlement. 


nother discrepancy, highlighted by 

the latest Interior Ministry estimate 
which put the current Ban Vinai popula- 
tion at more than 40,000 refugees, indi- 
cates there could be yet another 3,000 
Hmongs who have sneaked in and are 
now illegally living in the camp. 

Since the Hmong traditionally have 
close-knit families, the relocation to 
Chiang Kham of those who were living 
illegally in Ban Vinai — thus separated 
from kin with legitimate status — was 
designed to discourage others from 
crossing the border. But the fact that 
those who were moved to Chiang Kham 
are now entitled to the UN screening 
process marks a measure of Thai flexi- 
bility. Camp officials added that the 
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majority at Ban Vinai are not keen on 
resettlement, as they are hopeful of re- 
turning to Laos one day and also fearful 
of the difficulty in adjusting to living 
conditions in third countries. 

Provincial officials say the smuggling 
operation is run by about 30 Hmong sus- 
pected racketeers at Ban Vinai in col- 
laboration with villagers on both sides 
of the Thai-Lao border. Charging be- 
tween Baht 4,000 and 8,000 (US$160 
and 320) per head, members of a typical 
racket would search out candidates, 
most of whom are kin of Ban Vinai resi- 
dents still in Laos, and later bring them 
across the border. A privately run 
radio-phone and postal box in front of 
the campallow contacts with relatives now 
resettled in third countries from whom 
financial assistance can be obtained. 

Ban Vinai is a huge, unfenced camp 
covering about 160 ha of hills, which 
makes surveillance and control of illegal 
entry extremely difficult. A proposal to 
stem the influx put forward by Loei gc 
ernor Chiwin Suthisuwan includes a c 
for the erection of a fence around the 
camp, legal action to be taken against 
the suspected Hmong racketeers and 
those providing shelter to il- 
legal residents, and provid- 
ing language courses for 
refugee children, instead 
of the present Thai educa- 
tion, to facilitate resettle- 
ment. 

Another problem facing 
Thailand is the high birth rate 
among the refugees. Despite 
the Hmong tradition of large 
families, officials also believe 
there is an alternative explan- 
ation for the high rate. 
“More family members allow 
them entitlement to more 
food rations,” a source 
said. 

The majority of the tribes- 
men at Ban Vinai are said to 
be followers of Vang Pao, the 
Hmong general who led a 
CIA-financed secret war 
against the communist Pathet 
Lao in the 1960s and early 1970s. With 
this past connection, plus recent reports 
of stepped-up Hmong resistance ac- 
tivities in northern Laos, Thai officials 
claimed Vientiane has now adopted de- 
liberate measures to push out the Hmong. 

“It is ironic that more than 12 years 
after the communist victory in Laos, the 
Hmongs still keep coming across the 
border. We are now convinced that this 
is the result of a deliberate Lao Govern- 
ment policy,” Loei deputy governor 
Somchit Chullapong said. 

He said that in Laos’ Sayaboury pro- 
vince, for example, the Hmongs are 
brought down from the hills to the low 
country along the Mekong River. When 
the Hmongs then crossed the river, Lao 
troops in the past would shoot but 
Qe they don't even bother," Somchit 
said. 
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For Indonesia, the new power plant 
at Suralaya means 800MW of new 
generating capacity to keep lights 
burning bright and appliances and 
machines humming. 

Butto B&W, whoin partnership with 
Marubeni Corp. of Tokyo supplied 
Suralaya's complete steam generat- 
ing system, the project reaches 
beyond the power of electricity to 
show the power of international co- 
operation and shared resources. 

Babcock & Wilcox's part in that 
sharing took the form of world- 
renowned North American expertise 
and experience. B&W, with Marubeni, 
designed, manufactured, supplied, 





erected and commissioned the total 
boiler island here in the country’s 
largest and first coal-fired station. 

And these two 400MW boilers are 
not ordinary. Especially designed to 
burn either coal or oil, their flexibility 
means that the most economical fuel 
can be utilized. 

Throughout the project we worked 
closely with Indonesian fabricators, 
contractors and suppliers. Their skill 
and dependability helped us meet 
or better all contract commitments, 
deadlines and schedules. 

Suralaya. Another cooperative 
example of B&W’s worldwide capa- 
bility. We're ready to share our un- 
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matched resources with you. Babcock 
& Wilcox. In our second century of 
steam generation leadership. 

For more information contact the 
Manager, International Marketing & 
Sales; Babcock & Wilcox Canada, 
581 Coronation Blvd., Cambridge, 
Ontario N1R 5V3. TLX: 069-59341 or, 
Babcock & Wilcox International, Inc., 
20 South Van Buren Ave., Barberton, 
Ohio U.S.A. 44203, TLX: 98-6406. 
Babcock & Wilcox, a McDermott 
International company. 


Where the world comes 
for energy solutions. 
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SRI LANKA 


Treaty in the making 


Jayewardene hopes a treaty with India will help in elections 


By Manik de Silva in Colombo 


ri Lankan President Junius Jaye- 

wardene ended a state visit to India 
on 30 January describing his tour as 
"very successful." Largely due to the 
negotiations during the trip, New Delhi 
will further bolster the Indian Peace- 
Keeping Force (IPKF) in Sri Lanka. 
The aim is to break the back of the 
separatist Liberation Tigers of Tamil 
Eelam (LTTE), which has regrouped in 
the Eastern Province since suffering 
heavily at the hands of the IPKF in the 
Northern Province. 

Indian commanders expect to mop 
up the remaining LTTE resistance in 
the north within a month and bring the 

t under control by the end of April, 

ch could pave the way for provincial 
council elections by June. Back in Co- 
lombo, Jayewardene faces formidable 
problems, including Sinhalese terrorism 
in the south and dissension within his 
United National Party (UNP). 

Jayewardene, whose tenure as presi- 
dent ends early next year, took along to 
New Delhi two key ministers, Gamini 
Dissanayake and Lalith Athulath- 
mudali who, with Prime Minister 
Ranasinghe Premadasa, are the front 
runners for the UNP ticket at next 
year's presidential election. Dis- 
sanayake, who played a key role in 
negotiating the July Indo-Sri Lankan 
peace accord, is a particular favourite of 
the Indian Government. 

Athulathmudali, on the other hand, 
has been lukewarm about the accord, 
cautiously treading a tightrope in seek- 
ing to retain his popularity among the 
Sri Lankan armed forces and majority 

inhalese, while at the same time not 

ppearing to rebel against government 
policy. As deputy defence minister, he 
as well as Gen. Cyril Ranatunge — the 
joint Operations commander who was 
also on the delegation — had an impor- 
tant role to play in discussions with the 
Indian defence establishment. 

Analysts in Colombo have noted 
that while there appeared to be com- 
plete trust between Jayewardene and 
Indian Prime Minister Rajiv Gandhi, 
the Sri Lankan and Indian bureau- 
cracies are suspicious of each other. One 
of the main objectives of the Jayewar- 
dene visit was to ensure that bureau- 
crats did not undermine the relationship 
between the two leaders. The Colombo 
delegation was keen on impressing on 
the Indian prime minister that Jayewar- 
dene had a greater stake than Gandhi 
in the success of the peace accord. 

The accod itself has not been 
working as it should. The Indians 
underestimated the strength of the 
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Tamil Tigers and the process of disarm- 
ing them has been a costly exercise for 
the IPKF, resulting in more than 350 
soldiers killed and more than 1,000 
wounded. Civilian casualties in the In- 
dian operations and the hostility of the 
Sri Lankan Tamils, who had once re- 
garded Indian troops as protectors, 
have added to New Delhi’s problems. 

Jayewardene has to contend with 
growing domestic fear that Indian 
troops intend to remain much longer 
than they should and that the peace- 
keeping force will eventually be- 
come an army of occupation. He 
knows very well that the Indian pre- 
sence will be a key 
issue at the elections 
and would very |* 
much like the IPKF |& 
to complete its task 
and pull out before 


the parliamentary 
and presidential 
elections expected 


within the next 12 
months. During his 
stay in New Delhi, 
Gandhi told Sri Lan- 
kan national TV that 
it was up to Jayewar- 
dene alone to decide 
when Indian troops 
should pull out. 
This, from the point 
of view of the Col- 
ombo government, 
was a most positive 
statement and has 
been widely publi- 
cised in Sri Lanka. 

Colombo was anxious to sign with 
New Delhi a treaty of friendship and co- 
operation modelled on the Indo-Soviet 
treaty, which would include reciprocal 
obligations. The intention, from Jaye- 
wardene's point of view, was to get 
rid of what many Sri Lankans perceive 
to be inequities in the July accord. AI- 
though the Indian External Affairs 
Ministry has been cool on the idea of a 
treaty, Gandhi himself has said that he 
had no reservations about signing such 
an agreement with Sri Lanka. 

At the conclusion of the visit, 
Jayewardene told reporters that the 
draft submitted by Colombo will be dis- 
cussed at length during the coming 
months and the next round of treaty 
talks would be held before the June 
elections for the Sri Lankan provincial 
councils. Having the treaty signed be- 
fore parliamentary elections, which 
most observers believe would precede 
the presidential election, would be a 








| EA 
2 
ts 


useful campaign plank for Jayewar- 
dene. 

At home the president has rapped 
Premadasa — whose recent public 
speeches have not been entirely to Jaye- 
wardene’s liking — by dropping two 
strong Premadasa supporters from the 
UNP working committee. He also ob- 
tained finance minister Ronnie de Mel’s 
resignation for what he regarded as a 
lack of “loyalty” to a five-year-old 
cabinet decision to hold a referendum in 
December 1982 to extend the term of 
the incumbent parliament. De Mel said 
in parliament in December that he 
had been opposed to the referendum 
to which he attributed many of the 
country’s present problems. Despite the 
fact that replacing de Mel, a gifted tech- 
nocrat, was a major problem, Jayewar- 
dene clearly felt that cabinet and party 
discipline was more important. 

Obviously, the president intends to 
show the country that he will be calling 
the shots in the remaining months of his 


Gandhi and Jayewardene: complete trust. M ous 


tenure. He has reiterated that it is his 
constitutional prerogative to decide 
when to hold a parliamentary election 
and, despite pressure from the opposi- 
tion as well as a public demand by de 
Mel, he has chosen not to reveal his 
hand on election timing. 

Before leaving New Delhi he told the 
press that the presidential election will 
be held by the end of this year or early 
January 1989. When to hold a par- 
liamentary election, he said, is *my de- 
cision" and he had not made up his mind 
on whether to schedule it before or after 
the presidential election, he said. But 
most observers agree that Jayewardene 
will hold the parliamentary polls while 
he is still in office so that he can ap- 
point the next cabinet. Jayewardene, 
who will turn 82 in September, has de- 
clared that he will not seek another 
term, but he has not indicated which of 
the UNP aspirants he will support as his 
Successor. O 










. By Michael Malik 
i T Singapore Government has de- 
-E layed the introduction of a controv- 
 ersial amendment to the constitution — 
which would change the system of elect- 
ing some members of parliament and in 
the process guarantee continued rep- 
 resentation of racial minorities — to 
allow for further consultation and sub- 
missions of opinion from the public. 
The amendment has been hotly de- 
bated, especially in the Malay commu- 
nity in Singapore, and criticised on the 
grounds that it will enshrine racism — 
even if it is an affirmative action — in 
the political system for the first time. It 
has been opposed on these grounds by 
the lone opposition MP, Chia see 
Tong, leader of the Singapore Demo- 
cratic Party (SDP), while two other op- 
position parties, the Workers’ Party and 
the Singapore Malay National Organi- 
sation (P PKMS), are together seeking 
legal advice as to whether it can be 
blocked in the courts on constitutional 
grounds. 
In announcing the referral of the 
amendment bill to a select committee 


A difference of genes 


Lee spells out views on homogeneous society 


que introduction of a guarantee of 
minority-race representation in the 
Singapore parliament was difficult to 
sell to members of the PAP — founded 
on the principle of multi-racialism. 

Lee Kuan Yew has always opposed 
the idea of racial separation and racial 
politics. From his earliest days at the 
Malayan Forum in London while he was 
a law student at Cambridge he pro- 
moted the idea of one Malaya and one 
Malayan people. “The prerequisite of 
_| Malayan independence is the existence 

. of a Malayan society, not Malay, not 
Malayan Chinese, not Malayan Indian 
not Malaysian Eurasian, but Malayan." 

He fought against communal politi- 
cal parties and what he described as 
*irresponsible communal leadership," 
which he said would bring disaster to the 
country. 

But the reality of communalism 
could never be overlooked. With Singa- 
pore inside the Malaysian Federation, 
there was close to racial parity between 

 Malays and Chinese in Peninsular 
Malaysia. It was Malay agitation against 
Lee — perceived as a Chinese threat — 
which drove Singapore from the federa- 
tion because of the threat of racial vio- 
lence. Racial riots in 1969 in both coun- 








Cabinet papers reveal origins of team MPs idea 


which would collect and consider opin- 
ions, First Deputy Prime Minister Goh 


Chok Tong indicated that if better pro- - 


posals than those contained in the 
amendment already drafted were put 
forward, the government would be will- 
ing to adopt them. The deadline for 
written or oral submissions was set first 
at 1 February and then extended to 15 
February. After that the committee will 
consider them. No date has been set for 
a third reading of the bill, whether 
amended or not. 

The government's conciliatory move 
— unusual once legislation has reached 
the second-reading stage as this had — 
came amid unprecedentedly open dis- 
cussion within the ruling People's Ac- 
tion Party (PAP) over the move and the 
revelation that when first proposed by 
Prime Minister Lee Kuan Yew as long 
ago as 1982, the basic principles behind 
the electoral changes were rejected by 
the government's "second generation" 
leaders. 

The government has released 
cabinet papers dating back to 1982 to 





tries served to demonstrate to both gov- 
ernments the potential disaster if racial 
disorder were allowed. 

To achieve a multi-racial society, the 
PAP redistributed the population so 
that enclaves of Malay population were 
broken up — a cause of much resent- 
ment on the part of older Malays, espe- 
cially those who could only speak their 
mother tongue. But the government 
held to the policy on the grounds that it 
was best for a multi-racial society to be 
physically mixed, with no ghettoes — or 
as some critics said, no strongholds. 

When Lee first suggested some form 
of constitutional change to guarantee 
Malay representation in parliament it 
was rejected by the second generation 
of political leaders. Goh Chok Tong 
wrote to the prime minister that the 
younger ministers “think by introducing 
racial considerations into elections we 
will be undoing what we have achieved 
so far, i.e., giving all Singaporeans re- 
gardless of race a sense of equality and 
self-respect.” 

Even though the cabinet finally ac- 
cepted the basic idea of guaranteeing 
minority representation, there were 
doubts voiced in parliament by PAP 
members. Augustine Tan — often an 


| support. its conte 






tion behind the constitutional changes | 
— which will allow the introduction of 
so-called Group Representation Con- 
stituencies (GRCs) or "Team MPs" run- 
ning in a group of three rather than 
singly — has always been to guarantee 
continued multi-racial representation in 
parliament, rather than a method of 
hindering opposition parties. 

But in proving this point, the papers 
also reveal the deep division within the 
cabinet that the suggestion originally. 
produced and its rejection at that point 
by Malay PAP MPs. It has also showed 
that once the younger generation and 
the Malay leaders were brought round 
to accepting the prime minister's argu- 
ments, they decided not to reveal the 
true thinking behind the proposals for 
fear of creating racial tension. 


















Lee: guaranteeing minority representation. 


outspoken critic from the back benches 


| — while not withholding his support, 
said that the measure proposed “forced 


people to think in racial terms,” and al- 
lowed undesirable undercurrents of ra- 
cism to surface, according to the Straits 
Times. This, Tan said, left people feel- 
ing uncomfortable as they had bee 
educated not to think along racial lines 

But Lee was unequivocal when he 
briefed local editors on the subject. “I 
think we had better face it,” he was re- 
ported to have said. “To pretend that 
we are all the same and we have all 
become Singaporeans, homogeneous, 
is to cheat ourselves. 

“We are different, but that doesn’t 
mean we ill-treat each other . . . We re- 
serve each other's rights to be different 
... we live and let live. We have to be- 
cause this is a very small piece of land 
and we've just got to live together. 

“A Singaporean is not a homogene- 
ous person. He is either a Chinese Sin- 
gaporean, or a Malay Singaporean, an 
Indian Singaporean, or a Sinhalese Sin- 
gaporean. The common denominator is 
that we share certain values, a certain 
way oflife, a certain attitude to each other. 

*But the genetic pools from which 
we were derived were different. That's 
that." — Michael Malik 
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_ failed to convince the public has led to 
the government having to make the pre- 
sent. exceptional revelations, and to 
amounts to a public rebuke by Lee 
| to the leaders he has hand-picked to suc- 
- ceed him for their lack of perception in 
_ the first place and their lack of honesty 
| to the public later. 

|! “By avoiding, by trying to avoid ex- 
- plaining why, and presenting it as non- 
< communal . . . it ended up with the ac- 
. cusation that we were trying to fix the 
. Opposition, which is nonsense," Lee 
- was reported by the Srraits Times as tell- 
. ing a briefing session for local editors 
at which he explained the whole 
. background to the controversy, which 
. has led to the most open debate of race 
; ever witnessed in Singapore in nearly 30 
© years of PAP rule. 













U p until recently, the subject of race 
Ww and racial differences has been abso- 
lutely tabooed in Singapore in public 
= ;.ussion and press reports — which 
— snot mean that it has not been a con- 
stant fact of life in the minds and conver- 
sation of all Singaporeans. | 

The latest figures show that 76% of 
the island's population is of Chinese ori- 
gin, 15% Malay and about 6.5% Indian. 
In the present parliament, there are 62 
Chinese, 9 Malay, 5 Indian members 
and 1 Eurasian, all but Chiam are mem- 
bers of PAP. 


e fact that this lack of openness 
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Lee's original proposal, it is now re- 
vealed, was for the “twinning” of two 
constituencies with any party contesting 
them having to put up one Malay candi- 
date out of the two. This, he argued, 
would counteract the racial polarisation 
of voting patterns which, he foresaw, 
was leading towards a position where 
any Malay running on his or her own 
would find it very difficult, if not impos- 
sible, to get elected. 

His argument was based largely on 
the fact that PAP had, quite deliber- 
ately and in order to promote integra- 
tion, gradually broken up traditional 
Malay centres of population by spread- 
ing them over the country as it rehoused 
virtually the entire populaton through 
its highly successful public housing po- 
licy. This left no constituency with a 
Malay majority, and Lee argued that ra- 
cial voting patterns were so rigid that 
people vote for a candidate of their own 
race rather than along party lines. 

He further foresaw that the PAP 
would have increasing difficulty in find- 
ing Malay candidates of sufficient qual- 
ity to stand up against Chinese oppo- 


| that year, Ahmad Mattar, the then 















nents because of the vast disprop 
of Malays and Chinese receiving uni 
sity education. o 

His proposal was put to the cabinet- 
in writing on 7 July 1982, the released 
cabinet papers show. On 30 September 


minister for social affairs (now minister — 
for the environment) and the only Malay 
minister, in a letter to Goh, rejected the 
concept in strong terms — in what Goh 
later described to Lee in a covering note 
as "an emotional outburst.” -- 
. Mattar had warned that he believed. |. 

the idea would be difficult to “sell” to | 
the Malay/Muslim community which 
might even be hostile to it on. 
grounds that it suggested that Malay 
candidates were too weak to win elec- 
tions without being “propped up” bya | 
"strong" twin. The result would bea | 
loss of pride in winningaseatandanin- | —- 
evitable feeling of superiority on the |^ 
part of the non-Malay candidate. The 

| 

| 

i 











scheme, he said, would produce the im- 
pression that all Malay MPs were sec- 
ond class. The result could he, he 
added, that it would become more dif- 
ficult to attract Malay candidates of 
quality to stand for the party and it 
might hand an electoral weapon to the 
PKMS — which has never won a par- 
liamentary seat. 

Mattar suggested that if there really 
was a danger of Malay MPs failing to 
win elections in the future, rather than 
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lose sympathy for the PAP, he would 
prefer to see some sort of nominated 
seats being reserved for them, to be ap- 
pointed by the president of the republic. 

Goh, in passing these opinions on to 
Lee, said that Mattar believed that 
Malay candidates backed by the PAP 
could win seats — and certainly not all 
of them lose. He also reported that the 
other younger ministers were not at- 
tracted to the idea of introducing racial 
considerations into elections and were 
considering other solutions to the prob- 
lem. 

Lee respondend with a brief note in 
which he first of all suggested that 
Malay MPs in marginal seats most likely 


to lose be asked their opinions. He then | 


added: “If the younger leadership does 
not want to go through with it, I am pre- 
pared to live with the consequences of 
one election where we have lost half the 
Malay seats and let the lesson be learn- 
ed the painful way." 

According to Goh, when presenting 
the proposed legislation to parliament 
on 9 January, the results of the 1984 
election — in which the PAP lost two 
seats, but neither of them held by 
Malays — made the problem of candi- 
dates from minority races more press- 
ing. Although both the seats were lost 
by Chinese candidates, Goh main- 
tained that if the party had not changed 
the candidates in two other seats — one 
an Indian and one a Malay — he was 
sure they would have lost them. In fact 
they were held with narrow margins of 
52% and 55% of valid votes, by Chinese 
candidates. 

These figures were enough, Goh 
said, to bring the younger generation 
and the Malay MPs round towards ac- 
cepting Lee's idea. However, it was re- 
cast into a combination of three con- 
stituencies grouped together because of 
complaints from Indian MPs that they 


Free not to profit 


Goh; Chiam: multi-racial parliament more 
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were being excluded from the protec- 
tion being offered to the Malays. Under 
the new proposal, one of the three can- 
didates in a joint constituency will have 
to be from a minority race, not necessar- 
ily a Malay. Up to half of all constituen- 
cies could be converted into GRCs 
under the new law, but which seats are 
to be involved is not known. Chiam has 
been given the right to veto his seat 
being involved. 

Goh said that it was clear from the 
pattern of the 1984 results that younger 
voters preferred candidates “better 
qualified and suited to serve them be- 
cause of their education, abilities, cul- 
ture and language” — unlike older peo- 
ple who voted the party line because 
they accepted the need for racial bal- 
ance in parliament, having lived 
through the “excruciating experiences” 
of racial riots in the past. 

Some political observers, especially 
opposition politicians, dispute the in- 
terpretation of voting trends, which 


Singapore allows non-profit copying of restricted publications 


By Philip Bowring in Hongkong 

ingapore has changed its law to 

allow non-profit copying and dis- 
tribution of gazetted foreign publica- 
tions — those subject to government- 
imposed restrictions on circulation. 
However, it is far from clear whether 
this will enable readers of the REVIEW 
in Singapore — including those who 
are already subscribers — to receive 
the advertisement-free version of the 
magazine which it has offered to pro- 
vide. 

Amendments to the Newspaper and 
Printing Presses Act passed on 27 
January provide for the minister of 
communications and information to 
allow the copying for sale and distribu- 
tion in Singapore of specified foreign 


32 


publications. Those given such permis- 
sion will not be allowed to make a profit 
but “shall be permitted to recover the 
cost of production and services con- 
nected with the sale and distribution of 
such copies.” 

The amendment specifically declares 
that such reproduction shall not consti- 
tute an infringement of copyright. Last 
year, following US pressure, Singapore 
passed a comprehensive act to protect 
copyrights. 

Speaking on the amendment bill, 
Communications and Information Min- 
ister Yeo Ning Hong said the govern- 
ment had stated categorically that it 
was not against the free flow of informa- 
tion. The amendment would nail the 


important than winning seats. 
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have seen the PAP’s vote overall drop 
from 75.5% in 1980 to 62.9% in 1984. 
J. B. Jeyaretnam, leader of the WP 
pointed out last November that all P. 
minority race candidates had in fact won 
their seats while he — of Indian origin 
— had managed to beat a Chinese PAP 
opponent. He has since been deprived 
of the seat because of a fine imposed on 
him for making a false statement 
amounting to perjury. Jeyaretnam 
maintains that there is no racial pro- 
blem in representation “except in the 
mind of the PAP” (REVIEW, 10 Dec. 
'87). 


ccording to PAP MP Dr Ow Chin 

Hock, during the debate, PAP 
Malay candidates did poll fewer votes 
that the average for all PAP candidates 
in the last three general elections — but 
only marginally. Ow said that in 1976, 
Malay candidates polled 69.5% compar- 
ed with the 72.4% average. In 1980 and 
1984 the figures were 70.6% and 75.5% 


“lies” that the government was fearf 
of different points of view, he said. Ye 
said that if the REVIEW were genuine 
about wanting to serve its readers in Sin- 
gapore it should accept the govern- 
ment's offer to circulate “for free, but 
without advertisement.” 

Following the passage of the amend- 
ment, REVIEW managing director 
Charles Stolbach wrote to Yeo propos- 
ing to provide copies of the REVIEW for 
Singapore distribution with the editorial 
content intact but totally devoid of ad- 
vertising. The REVIEW would not profit 
from this exerise but seek only to re- 
cover production and distribution costs 
as permitted by the amended law. 
J ames Fu, as director of information, 

replied to Stolbach saying the offer 
to “circulate for free with advertise- 
ments blanked out” was still open. But 
“instead of distributing for free you 
have asked to recover costs." Fu de- 
scribed the REVIEW as having “de- 
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| and 60.5% and 62.9% respectively. 
Mattar, speaking on the second day 
. of debate on the issue after Goh had an- 
nounced that the bill was to be referred 
to the select committee, said that he still 
| had some reservations about the 
| scheme, but could not suggest a better 
| alternative. He agreed with Goh that he 
had been swayed by the racist campaign 
conducted in 1984 by an SDP candidate 
who had referred to his opponent 
while canvassing as "that Indian man." 
The Indian PAP member in question, 
1- Chandra Das, won, but his majority was 
j reduced and he only took 55% of the 
| votes. 
| -Goh said that one good effect of the 
| new law would be to force “chauvinis- 
i tic" parties such as the SDP, which he 
said did not run any candidates from a 
minority race, to either become multi- 
racial or join forces in an election with 
another party which would put up a 
minority candidate. 
—..."]t is make-believe to pretend that 
...e and language do not affect voter 
preferences," Goh told parliament. 
Consequently, there had to be a way to 
compel all serious political parties to 
field candidates from the Malay and 
other minority communities, as the 
PAP made the effort to do. 
Goh insisted that the principle of en- 
suring a continued multi-racial parlia- 
ment was more important tothe PAP than 
winning seats. "We do not like to lose, 
but that is hardly the reason for introduc- 
ing Team MPs. If opposition candidates 
defeat the PAP Chinese candidates, that 
is a loss, but there is no great problem. 
| There is no trauma to the nation." 
"Paradoxical as it may seem, to en- 
| sure that multi-racialism succeeds in 
Singapore, we have to openly recognise 
the reality that race plays a big part in 
politics." 9 ae es 
Goh rejected the idea of a referen- 


ended to bargaining for approval to 
| collect more money.” 

As to whether the REVIEW would be 
permitted to reproduce for sale and re- 
cover costs, Fu said “the government 
will approve your request, subject to 
standard conditions applicable to 
everyone reproducing copies of FEER 
in this way." Details would be provided 
as soon as the bill had received presi- 
dential assent and come into opera- 
tion. E 

Fu's phraseology confused the edi- 
tors of the Singapore Sunday Times. It 
ran à front page story on Fu's statement 
. under the headline: “Government ac- 
cepts the REVIEW's no-ads proposal." 
The following day, however, it reported 
that the Communications Ministry de- 
scribed the headline as "inaccurate." 
The newspaper apologised. 

Stolbach replied to Fu by reiterating 
the REVIEW’s proposed to reproduce 
the magazine without advertisements 
and asking to be advised of the nature of 
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dum on the issue — called for by Chiam 
and carrying some weight with PAP 
members. He argued that if the proposal 
were accepted it would have been an un- 
necessary waste of money to stage a re- 
ferendum, while in the unlikely cir- 
cumstance that it was rejected it would 
demonstrate that the majority Chinese 
community made no provisions "for the 
fears, the sentiments, the interests of 
the minority communities." 

It came as a surprise — though not 
unprecedented — that after the govern- 
ment had made the proposal subject to 
public debate for more than a year, with 
the firm proposal coming last August, 
that at the end of his 45-minute speech, 
Goh announced that it was to be refer- 
red to a select committee for further 
consideration, rather than that the 
third and final reading follow im- 
mediately after the debate. 

And Goh made it clear that the gov- 
ernment was serious about listening to 
new or different proposals when he told 
MPs that if any of them had better sug- 
gestions for how to secure a multi-racial 
parliament, the government was “pre- 
pared to hear you." 

Although Goh received an ovation 
at the end of his speech — of the sort, as 
the Straits Times commented, usu- 
ally reserved only for Lee 





were some reservations expressed 
about the bill during the debate. Tan 
Cheng Bock said that whatever changes 
were made they must not come at the 
expense of meritocracy, on which 
Singapore's success was based. In the 
same vein, Chandra Das cautioned that 
the proposal should not lead to what he 
described as the potentially dangerous 
idea of multi-racial quotas, for instance 
in demands for jobs, scholarships or 
public offices. 


the “standard conditions" to be applied 
to reproduction. 

Stolbach described the REVIEW 
proposal as reasonable and in accor- 
dance with the amended law. He said it 
was the object of the REVIEW to be fi- 
nancially viable. This enabled it to meet 
editorial, production and distribution 
costs while “rendering it independent of 
any particular political or commercial 
interests." 

Meanwhile, REVIEW transport cor- 
respondent Michael Westlake had his 
press accreditation for The Asia Aero- 
space '88 exhibition withdrawn follow- 
ing intervention by the Singapore Im- 
migration Department. Likewise, a 
Civil Aviation Department invitation to 
him was cancelled. In accordance with 
the gazetting, delegates to the exhibi- 
tion were unable to obtain copies of the 
REVIEW issue published on 28 January 
featuring a FOCUS on Aviation written 
mostly by Westlake and published to 
coincide with the exhibition. u 





| and even | 
Chiam welcomed his decision to refer 
the bill to the select committee, there | 
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PHILIPPINES 


A people’s levy 


Communists circulate ‘revolutionary tax’ guidelines 


By James Clad in Manila 


TX National Democratic Front 
(NDF), a communist-led umbrella 
organisation comprising 13 illegal Phi- 
lippine rebel groups, is circulating "re- 
volutionary tax" guidelines. Ironically, 
the document appears at a time when a 
new government tax is causing popular 
resentment. 

Entitled *On NDF Tax Policy," the 
four-page paper offers questions and 
answers about taxes collected and en- 
forced by the communist New 
Peoples Army (NPA). The 
document aims both to for- 
malise collection and to reas- 
sure businessmen that the levies 
are not whimsical or capricious. 

Taxes “equivalent to 1-2% 
of gross income" must be paid 
by "class enemies" such as "big 
business corporations and land- 
owners whose properties and 
operations are located with- 
in our areas," the guidelines 
say. Smaller-scale *petty bour- 
geoisie or nationalist bour- 
geoisie" businesses do not need 
to pay, the paper says. 

“What do [taxpayers] get 
out of it?” the document asks. « 
For starters, it claims “practical 





FOREIGN RELATIONS 


Communist rebels visit farm 


and immediate benefits" from "better 
peace and order conditions." It offers 
NPA defence against “land-grabbing 
foreign companies and other powerful 
interests." 

The insurgents are even presented as 
a disinterested party ready to “mediate 
in the amicable settlement of disputes 
with other business interests." In return 
the communists demand that taxpayers 
“at least remain neutral and stay away 
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Fresh water solution 


Malaysia announces a new water-supply accord with Singapore 


By Nick Seaward in Kuala Lumpur 


Althoush details are tantalisingly 
scarce, Malaysian Prime Minister 
Datuk Seri Mahathir Mohamad has an- 
nounced a new accord with Singapore 
on the supply of additional fresh water 
to the island republic. Speaking at a 
press conference in the southernmost 
Malaysian city of Johor Baru on 22 
January, Mahathir also said Singapore 
has agreed in principle to buy natural 
gas from Malaysia. 

In reaching the agreements, both 
sides have averted the biggest potential 
threat to their long-term bilateral rela- 
tions since anti-Chinese riots broke out 
in Kuala Lumpur in May 1969. Singa- 
pore is heavily dependent on Malaysia 
for its fresh water supplies. 

After more than a year of stalemate, 
Mahathir and his Singaporean counter- 
part, Lee Kuan Yew, made the break- 
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through during a one-day visit by 
Mahathir to Singapore on 21 January. 

Under the agreements, a series of 
Singapore-Malaysia joint-venture water 
catchment and treatment projects will 
be undertaken in Johor, leading to the 
doubling of the maximum permissible 
fresh water supplies to the republic to 
500 million gallons a day. In return, it 
appears that Singapore has agreed on a 
*formula" for fixing the price of Malay- 
sian gas that meets Malaysian demands 
for a premium over the fuel-oil price. 

Negotiations had been held up since 
23 August 1986, when Lee visited Kuala 
Lumpur for a day of talks and linked 
publicly, for the first time, the gas and 
water issues. “It is now a package," Lee 
told a press conference at the time. 

Lee said Singapore was prepared 
only to pay a price based on the average 


from the [government's] counter-in- 
surgency programme." 

The NDF document denies that the 
organisation runs a protection racket 
but admits that many *NPA collection 
letters are fake [and| are sent by 
criminals." Those receiving tax de- 
mands should ask for credentials, the 
paper says. 

“We recognise that sometimes busi- 
nessmen have been excessively taxed," 
the paper continues. If the initial assess- 
ment is proved to be too much, more 
negotiations are possible. “We have no 
desire to cause the closure of those firms 
that make a positive contribution to the 
local economy," the guidelines say. 
“We try to be as reasonable as possible 
the first time around, in order to avoid 
wasting time through haggling." 

The Communist Party of the 
Philippines (CPP) remains the 
guiding hand behind the NDF. 
The party and the NPA receive 
payments from many multi 
tional and local compani.., 
especially those operating min- 
erals or plantation businesses in 
the provinces. 

Logging operations are also 
big cash-generators for the re- 
bels. In Luzon's Cagayan pro- 
vince, for example, the military 
authorities and the NPA both 
exact. a toll on timber com- 
panies. This double taxation is 
also present elsewhere in the 
country, crimping earnings and 
lifting operating costs. 

The NDF's tax paper claims 


cost of fuel oil supplied to his country's 
power stations, which at that stage was 
38% below the price that Malaysia’s 
Petronas wanted to charge for its gas. 
The first indication that this stipulation 
was becoming a major obstacle came 
last year, when Singapore tested Malay 
sia’s nerve by holding discussions with 
the Indonesians over alternative 
sources. 

The water supply is the one hold that 
Malaysia has over its geographically 
tiny but militarily powerful neighbour. 
Uncomfortably aware of this, Lee appa- 
rently has been able to use his one bar- 
gaining lever — Malaysia’s eagerness to 
sell 150 million ft} a day of the gas — 
to prise additional supplies. As Lee 
bluntly pointed out in Kuala Lumpur, 
Malaysia needs Singapore to provide 
the baseload demand for gas to make it 
economically viable to bring its massive 
proposed peninsular pipeline south to 
Johor. 


n turn, Singapore is dependent on 
Johor for more than half its fresh water 
supplies. The onset of rapid industriali- 
sation in Singapore has increased con- 
sumption to the point where Malaysian 
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that insurgents force loggers to plant 
new trees but this seems doubtful. In 
Mindanao’s province of Zamboanga del 
Sur, local communists have opposed 


. government moves to stop logging by 


Sunville Timber Products Inc., cited in 


. an 8 January letter from under-secret- 





ary Victor Ramos for ignoring reaf- 
forestation rules. 

The tax document marks another at- 
tempt by the 19-year-old CPP to placate 
middle-class opinion by attempting to 
regularise dealings with the business 
community. The paper repeats the in- 
surgents’ claim (REVIEW, 17 Dec. '87) 
that they want to encourage small and 
medium businesses “neglected by the 
[government], whose national econo- 
mic policy is one of enslavement to big 
foreign capital.” 

The revolutionary taxes are sup- 
posed to go to a “Provisional Revo- 
lutionary Government” (PRG), de- 
scribed in the paper as having “a grow- 

; ability to function as a government.” 

P sources suggested that the PRG 
will be promulgated this year. 

Whatever the discrepancies between 
the theory and practice of revolutionary 
tax collection, analysts find some irony 
in comparing the guidelines with popu- 
lar reaction to a value-added tax intro- 
duced by President Corazon Aquino's 
government on 1 January (REVIEW, 14 
Jan.). The 10% uniform tax applies to 
goods and services at all levels of pro- 
duction and distribution, but exempts 
rice and maize. The government tax has 
caused resentment at resulting across- 
the-board 10% price increases. 





supplies under existing pacts are expect- 
ed to become insufficient before the end 
of the century. 

Under the terms of two pacts signed 
in 1961 and 1962, Singapore has the 
right to draw off 250 million gallons of 

falaysian water a day for 99 years, at a 
cost of 3 S cents (1.5 US cents) per 1,000 
gallons. It sells treated water back to 
Malaysia at a discounted price of 50 S 
cents per 1,000 gallons. 

The decision by Malaysia to expand 
the pact may have been prompted by 
the realisation that it stands to lose more 
than the southern leg of the gas pipeline 
if it did not. The water supply is seen al- 
ternately in Malaysia as a strategic 
weapon and as a strategic liability, for it 
is widely assumed that Singapore would 
invade Johor if it considered its supply 
to be threatened. 

Furthermore, Johor desperately 
needs additional supplies of treated 
water which it can ill-afford to produce 
itself. A new, long-term, pact on the 
joint development of water resources in 
Johor will do much to silence jingoistic 
calls — heard as recently as 1985 — for 
the “weaning” of the island off Malay- 
sian supplies. 
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CAMBODIA 


The Sihanouk card 


‘Irreversible’ resignation seen as a ploy 


By Robert Delfs in Peking 


rince Norodom Sihanouk announc- 

ed in Peking on 30 January that he 
had “permanently, irrevocably and ir- 
reversibly” resigned as president of the 
anti-Vietnamese coalition government 
of Cambodia composed of 
Sihanouk's forces, the communist 
Khmer Rouge and the non-commu- 
nist Khmer People's National Libera- 
tion Front (KPNLF) forces head- 
ed by Son Sann — and cancelled further 
talks with Cambodian Premier Hun 
Sen. 

Naming his son, Prince Norodom 
Ranariddh, as his personal representa- 
tive in the resistance movement and 
commander of the Sihanoukiste mili- 
tary forces, Sihanouk called the coali- 
tion an “abominable monster" which 
“represented nothing at 
all [but] the interests of 
its sponsors.” 

Sihanouk also stress- 
ed his appreciation for 
China’s past support: “I 
will never never break 
away from China. 
Never, never. Every 
time China wants to 
see .me . e IIl come 
back." 

Diplomats speculated 
that the resignation of 
the unpredictable Si- 
hanouk may have been 
designed to force China 
to reaffirm its support for 
him and bring the other 
two wings of the coali- 
tion in line behind his 
peace efforts. 

Sihanouk's meeting with Chinese 
Communist Party General Secretary 
Zhao Ziyang on 1 February, which was 
prominently reported on the front page 
of the People's Daily, suggest that 
Sihanouk's strategy may have worked. 

Describing Sihanouk as a “great pat- 
riot and experienced politician,” Zhao 
said that China believed he would con- 
tinue to play his important role in accor- 
dance with the fundamental interests of 
the Cambodian people. 

Zhao also expressed his admiration 
for Sihanouk’s firm adherence during 
his recent meetings with Hun Sen in 
France to the key principles of a complete 
Vietnamese withdrawal, establishment 
of a quadripartite government — in- 
cluding all three resistance factions, 
plus the present Vietnamese-backed re- 
gime.of Heng Samrin. 

“China needs Sihanouk more than 
anyone, in order to sustain the credibil- 
ity and viability of the coalition,” a Pe- 


Sihanouk: appreciation. 





king diplomat said. “Sihanouk played 
the Sihanouk card beautifully.” 

Sihanouk told Zhao there had been 
no progress in the second round of talks 
with Hun Sen because of the intransi- 
gence of Hanoi. Sihanouk said Hun Sen 
was not an independent leader but com- 
pletely manipulated by his masters in 
Vietnam, an official Xinhua news- 
agency report said. “However, if the 
Vietnamese invite me to talks, I will ac- 
cept if the Vietnamese bring Hun Sen 
with them,” Sihanouk said. 

Previously, Sihanouk had privately 
described the second round of talks with 
Hun Sen in positive terms (REVIEW, 4 
Feb.), but then had to defend his offer 
to form a two-party government with 
Hun Sen if the other two resistance fac- 

JOHN SPRAGENS.JR_ tions refused to take 
part. 

Hun Sen had rejected 
his preconditions for 
forming a bipartite gov- 
ernment — by dissolving 
the present Phnom Penh 
government and station- 
ing an international 
peace-keeping force in 
Cambodia to replace 
withdrawn Vietnamese 
forces, according to a 
statement issued by 
Sihanouk’s Paris office 
on 25 January. 

In a hand-written 
statement explaining his 
resignation circulated to 
embassies here on 1 
February, Sihanouk fo- 
cused on alleged attacks 
from the KPNLF, which accused him of 
“playing Vietnam’s game.” He also cir- 
culated a telex from Ranariddh describ- 
ing an alleged military confronta- 
tion between his forces and KPNLF 
troops. 

The People’s Daily reported that Son 
Sann asked Sihanouk on 1 February to 
reconsider his resignation and remain 
head of the coalition, and said that its 
ministerial committee would meet 
shortly to discuss the new situation. 

With a renewed public affirmation of 
support from China, the possibility of 
direct talks with Vietnam has now be- 
come the key question. Sihanouk had 
received assurances in November that a 
meeting with Vietnamese representa- 
tives would take place in connection 
with the first round of talks with Hun 
Sen in December, and he first cancelled 
future talks with Hun Sen when that 
meeting failed to materialise, diplomats 
here say. R| 
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Parliamentary jockeying 


New-found enthusiasm for debates disturbs political calm 


By Michael Vatikiotis in Jakarta 


B sedi. in the Indonesian 
parliament over the government's 
state policy guidelines and the delayed 
passage of a new military service bill, 
have ruffled the political calm that usu- 
ally precedes the presidential election, 
which is scheduled for March. 

President Suharto's re-election is not 
in doubt — he is the acclaimed candi- 
date of all political factions. But the pos- 
sibility of a new vice-president and a 
rumoured major reshuffle of the cabinet 
has intensitied behind-the-scenes politi- 
cal debate. One senior government offi- 
cial said: “Everyone is jittery about 
their position." 

Attention has focused on parliament 
where a working commtittee of the Con- 
sultative Assembly (MPR) completed 
its deliberations over the government's 


outline of state policy (GBHN, Garis 


Besar Haluan Negara) on 21 January. 
But after three months of debate, com- 
mittee chairman R. Soeprapto said they 
have failed to reach a consensus on the 
government's programme for the next 
five years. 

Dissenting from the government's 
draft guidelines, the Indonesian Demo- 
cratic Party (PDI) proposed eight 
amendments. Among other things, it 
called for direct political party involve- 
ment in organising elections, allowing 
parties to operate at village level and the 
removal of the “cooling off period” 
after elections when political activity is 
frowned upon. The PDI also believes 
that civil servants should be free to de- 
cide their own political affiliation. At 
present a job with the civil service 
means membership in the ruling group- 
ing, Golkar. 

The Muslim-backed United Deve- 
lopment Party (PPP) supported these 
amendments and added three of its 
own. The PPP, which saw its share of 
the vote cut by almost half in last April's 
general election, demanded the separa- 
tion of Javanese mysticism, or Keper- 
cayaan, from Islam as an officially ac- 
cepted religion, and is also pushing for 
government recognition of Islamic 
boarding schools, the pesantrens. 

At first, some of these amendments 
looked like an attempt at political re- 
form, with some Western diplomats 
saying they believed this was an asser- 
tion of “parliament’s more active role” 
since last April. 

if this was the case, it would seem 
that MPs have decided not to press their 
luck. A Golkar committee member 
suggested that with time running out be- 
fore the special session of the MPR 
where the president will be re-elected, 
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members may have to resort to voting in 
order to approve the GBHN. Com- 
menting on this scenario, House 
Speaker Kharis Suhud said: "Although 
voting is not illegal, we should try and 
avoid it because it is not the best way to 
solve a problem." The preferred In- 
donesian way is to argue until consensus 
is reached — a process called musyawarat. 

Concern over the voting issue was a 
clear signal to the dissenting committee 
members to withdraw their amend- 
ments and approve the draft GBHN in 
time to close the working committee 
and send it for approval by the MPR. 


Finally, the PDI withdrew its amend- 
ments and the working committee 
closed, but still without a consensus on 
the entire draft. 


ince the committee closed the ques- | 


tion has been why did the PDI with- 
draw its amendments while the PPP did 
not? The PDI fared surprisingly well 
during the last general elections and has 


promised its supporters to campaign ac- | 


tively for political change. PDI General 
Secretary Nico Daryento, however, de- 


fends his party's action. "We clearly saw 


that we had to make a counter proposal 
on behalf of our party," he told the 


weak and there was no way we could get 
it through." 

Daryanto insists it is important "to 
get the idea of political reform across." 
The state guidelines are largely sym- 
bolic and often bear little relation 
to actual policy, and are open to in- 
terpretation. Daryanto is confident that 
PDI proposals on political activity will 
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be taken into account by the govern- od 


ment before the next election. 

Meanwhile, PPP chairman and 
House Deputy Speaker John Naro re- 
mains recalcitrant. Some observers say 
he is anxious to regain some of the 
popularity lost by the party and his 
leadership after their abysmal showing 
at the polls. But others argue this as- 
cribes too much importance to political 
organisations which, under the present 
system, are a long way from being able 
to use parliament as an effective politi- 
cal platform. Rather, it has been 
suggested that some individuals were 
using their role as members of the work- 
ing committee to exert pressure on the 
government for their own ends. 

Suharto is known to want a smooth 
passage of the GBHN to forestall any 
upset in the special session of the MPR 
that will re-elect him as president on 11 
March. However, one piece of legisla- 
tion that is not progressing smoothly is 
the new armed forces bill. 

The bill is to raise to 
years from 55 the retire- 
ment age of senior officers 
(REVIEW, 26 Nov. '87). In 
addition, it also seeks to 
redefine the armed forces 
(Abri) in relation to the state 
— the bill stresses that the 
armed forces are not a sepa- 
rate group or caste above 
society. The understood im- 
plication is that the armed 
forces is accountable to the 
nation above and beyond the 
government of the day, and 
secondly that Abri forms the 
"nucleus, pioneer andtrainer" 
of a "people's army" encom- 
passing the whole nation. 

Submitted to Suharto last 
August, the bill was sup- 
posed to become law in 
November, then in mid-De- 
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cember, and is now not expected to pass, 


until the end of February. Reasons for th 
delay are the subject of much specula- 
tion, but its sweeping changes to military 
doctrine may have prompted objections. 

The bill arguably puts into law many 
aspects of the militarv's dual-function 
creed which legitimates its intervention 
in politics, in addition to defence of the 
country, long the de facto role of the 
military. According to one MP, "we 
have to realise that Abri will dominate 
politics for a long time to come. We 
therefore need a proper definition of 
the dual function." But others argue 


| that to further legalise the current sys- 
REVIEW, "but we realised that we are | 


tem gives Abri too much power, and is 
the major obstacle holding up the bill, a 


| retired Abri general told the REVIEW. 


Given the commonly acknowledged 
sensitivity of the period leading to the 
presidential election, it is unlikely that 
either the state guidelines or the Abri 
bill will remain unresolved for much 


longer. But many compromises are re- 


quired to achieve this before March. 
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Our Gold. 





Our Silver. 


Why not stroll through our pure gold or glide over our shining silver? You can sit on 
your hotel terrace watching the sunset bathe mountain peaks in shimmering copper. Or 
enjoy walking over emerald green meadows, past idyllic villages with roofs set like rubies. 
Available from Swissair or any IATA travel agent, our brochure “Switzerland and the 
Alpine World” is a mine of information on the dream landscapes and total relaxation 
that await you in Switzerland. You'll soon see that what we lack in : ^ 

mineral resources, we more than make up for with gracious hospitality. swissairg y 


TRAVELLER'S TALES besides 


€ MARK Twain once read a news item 
recording his own demise and dis- 
patched a cable from Europe to the As- 
sociated Press which read: “The report 
of my death was an exaggeration." It is 
one of life's ironies that very few, like 
Twain, live to read their obituaries and 
to learn — too late — how much their 
friends loved them and their admirers 
respected them. 

€ TUNKU Abdul Rahman Putra al- 
Haj is an old man and I, for one, hope 
that he lives on for many years in his ripe 
old age. He was born on 8 February 
1903 and this week he marks his 85th 
birthday. 

Other Asian leaders — from the Em- 
peror of Japan to Deng Xiaoping — can 
match his longevity, but none can match 
the affection and respect accorded to 
the Tunku. He of all people should be 
allowed to attend his own obsequies and 
9 to the laudatory orations, for it is 






sible that he is feeling rather lonely, 
eing somewhat at odds with Malaysia's 
present leadership. He has done so 
much to deserve the myriad messages, 
of which this is only one, to assure him 
that he will not only be remembered as 
the Founding Father of his country and 
as its first and greatest prime minister, 
but as a wise and vigorous statesman 
over the 18 years which have passed 
since he stepped down. 
e THE Tunku never pretended to be 
very clever. He went to study law at 
Cambridge in 1920 and as he says him- 
self, “just managed to qualify in His- 
tory in 1925 — being finally admitted to 
the Bar at the age of 45.” He thoroughly 
enjoyed life then and has done ever 
since. A self-confessed playboy in his 
youth, he has owned and raised horses, 
and gambled on them; he has played a 
mean hand at poker and chain-smoked 
most of his life. With great reluctance 
he accepted his doctor’s advice to cut 
bos his drinking. He enjoyed a sly, 
arthy joke. He did all these things with 
gusto, but as a Malay prince who dis- 
armed his Islamic critics by freely admit- 
ting his weaknesses and reiterating his 
faith in an Allah tolerant and great-spi- 
rited enough to forgive him his trespas- 
ses. 

But, if he never claimed intellectual 
distinction, he many times demonstrat- 
ed the greater quality of wisdom. The 
Tunku has come to personify the Malay- 
sian ideal, an ideal which many — in- 
cluding the departing British col- 
onialists — thought could never be 
reached. He realised it: a tolerant na- 
tion in which Malay, Chinese and In- 
dian leaders could cooperate for the na- 
tional commonweal, ruling a country in 
whose streets outside an Indian temple 
a Malay storekeeper could sell his wares 
next door to a Chinese pork butcher 
without offence being taken or given. 

@ THE Tunku could be tough. I re- 
member back in the 1960s when the 
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REVIEW was being run on a shoestring 
and some of its correspondents and 
stringers were below today's levels of 
ability and professionalism, we ran a 
piece from Kuala Lumpur which the 
writer should have known better than to 
file and I should have known better than 
to publish. I shortly thereafter found 
myself on the carpet in front of the 
Tunku. He was angry, but not unfair. 
He did not, like some, threaten or bully. 
He was rather like a headmaster dealing 
with a sixth-former who had somehow 
let the school down. I left, properly 
chastened. 

Of course, he made errors. Perhaps 
one of them was the creation of a great- 
er Malaysia in 1963, when Singapore, 
Sabah and Sarawak joined the Federa- 
tion in what the Tunku trusted would be 
a healthy balance of ethnic communi- 
ties. It proved an uncomfortable union, 
as Lee Kuan Yew's People's Action 
Party moved into the Malaysian politi- 
cal arena. Lee's con- 
frontational manner and 
outspoken speeches 
alarmed the. Malays. 
Obviously, Lee and his 
colleagues were am- 
bitious for power on 
the larger political stage 
which Malaysia afford- 
ed them. Racial feelings 
ran high and the Tunku 
decided that Singapore 
must quit if violence and 
bloodshed were to be 
avoided. 
€ ANOTHER of the 
Tunku’s few miscalcula- 
tions came in 1967, 
when he argued that 
though Malay should 
become the national 
language of Malaysia, it 
should not be made the 
sole official language. He was correct in 
his arguments that English should be re- 
tained as a tool for modernisation, but 
he underestimated the emotive force of 
language as a nationalistic issue and the 
use his political rivals could make of it. 

The resulting controversy opened up 
serious wounds in Malaysian society. 
Some accused the Tunku of being 
a pro-British puppet. This was never 
true, despite the Tunku's Anglicisms, 
his lifestyle and the British style of 
his natural gentlemanliness. He liked 
the British, but never trusted them 
completely. Tunku was also accused 
of being a puppet of the Chinese — 
again a most unjust accusation. The 
Tunku knew that the Chinese had be- 
come an integral part of a new multi- 
racial nation and, just as Malaysia had 
had to defeat the Chinese leftist extrem- 
ists, it had to retain the allegiance and 
cooperation of the economically power- 
ful Chinese moderates. Indeed, the 
Tunku knew instinctively that Malaysia 
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could afford no form of extremism. 
€ NEVERTHELESS, the opening 
splits in Malaysian society went on 
widening, prised apart by politicians 
who exploited communal fears — on 
one side working on Malay resentments 
of the Chinese community’s relative 
prosperity and on the other on the in- 
creasingly leftist Chinese resentment of 
their limited access to political power. 
The cauldron boiled over in the riots 
of 13 May 1969 in Kuala Lumpur. The 
Tunku’s vision of national tolerence, of 
the Golden Mean, faded. He had twice 
been defeated by the dark but powerful 
currents of racialism. Gravely and with 
dignity, he stepped down from the pre- 
miership the following year. In taking 
that step he showed his true wisdom and 
real greatness: not for him the clinging 
to power, the doomed effort to impose 
his vision on his fellow countrymen 
which has blighted other Asian nations. 
Over the intervening 18 years, he has 
been more than an elder 
statesman. From the 
wings of the stage on 
which his successors 
have been acting, his 
voice of sanity and mod- 
eration has been regu- 
larly heard, occasionally 
championing causes of 
the underdog but always 
speaking out against ex- 
tremism or intolerance. 
In that time, he has be- 
come one of Malaysia’s 
most stabilising institu- 
tions, more valuable 
than any monarch as a 
unifying force on socie- 
ty. 
One of his voices — 
that of his rumbustious 
column in 77e Star, the 
newspaper which grew 
from its origins in Penang into a major 
national publication — has been si- 
lenced and shut down. But the Tunku 
still speaks whenever he feels the coun- 
try is being taken in the wrong direction, 
when it is being subjected to unneces- 
sarily divisive pressure, when the forces 
of intolerance threaten once again to 
shatter the peace of the streets. 
€ IN October 1986, the REVIEW cele- 
brated its 40th anniversary, and the 
Tunku was one of the Asian leaders we 
asked for a congratulatory message. He 
wrote: “Today Asia has grown and so 
have the many difficulties that have 
grown with it. It must be difficult for this 
journal to deal with the many sensitive 
issues confronting these countries. One 
wrong thing said would land it in trou- 
ble. It is necessary to employ diplomatic 
tact to avoid repressive measures, not 
only for the good of the journal but the 
readers as well." 
€ MANY happy returns, Tunku. You 
are a real Prince. 
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Breathtaking by day. Electrifying by night. The view from The Westin Stamford, Singapore. 


Westin Hotels in Asia: 

Hong Kong: Kowloon Shangri-La e Manila: The Westin Philippine Plaza « 
Singapore: The Westin Stamford & The Westin Plaza « 

Seoul: The Westin Chosun « Pusan: The Westin Chosun Beach « 

Other Westin Hotels in the USA, Canada and Mexico 

For reservations, call the Westin Hotel in your city or your travel consultant 
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last. Staying Westin. 


Whoever said it's tough at the top obviously hasn't stayed 
Westin in Singapore. The Westin Stamford, tallest hotel in the world 
no less, with its megaview of the city clear across to the Straits of Malacca. And 
The Westin Plaza with its exceptionally spacious rooms and every state-of-the-art amenity 
for the business traveller. Two outstanding hotels side by side at the crossroads 
of the business and tourist districts. Both, in their own way, 


the height of luxury in Singapore. 
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campus challenge to government. 


Students carry the torch 
for a new generation 


By Margaret Scott in Jakarta 


j n early November last year, university 
students orchestrated four days of fury 
in the capital of South Sulawesi, which 
was set off by a new law requiring 
motorcycle riders to wear helmets. 
Gangs of students attacked policemen, 
security forces were brought in and gun- 
fire erupted in the streets of Ujung Pan- 
dang. When it was over, 14 people were 
dead, according to a report by In- 
donesia’s Legal Aid Foundation, 
though the government tally stopped at 
three. 

Word of those gunshots travelled 
quickly to Java and found a rapt audi- 
ence in a small group of university stu- 
dents anxious to nurture a new student 
movement. For these young people, 
concentrated mostly in Bandung, a 
town renowned for its universities 150 
km southeast of Jakarta, events in 
Ujung Pandang offered a perfect oppor- 
tunity to turn what started as a nasty, 
spontaneous outburst into a rallying 
point for sustained student activism. 
Outrage over the use of military force 
was to be the catalyst. 

On 16 November, the mainspring of 
this nascent movement, a Bandung- 
based group known as Satgas, made its 
move to turn Ujung Pandang into a na- 
tional issue. (The name stands for the 
united task force of students from all the 
faculties at the Institute of Technology 
in Bandung, or ITB.) Seventy-five Ban- 
dung students came to Jakarta with a 
petition and marched to the steps of the 
Indonesian Parliament hoisting a banner 
inscribed with the words “Iron hands 
are not the means of democracy.” They 
demanded an inquiry into the killings. 
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When this bold episode received 
coverage in newspapers and news 
magazines, the government reacted. 
The Ministry of Information on 21 
November called in the editors of six 
newspapers and two magazines. “We 
were warned not to write about student 
unrest, and in particular we were told 
we could not write that the students who 
came to Jakarta were protesting the use 
of force and violence by [the Indonesian 
armed forces] Abri in Ujung Pandang,” 
said one editor of a Jakarta newspaper. 
The editors were told a crisis centre had 
been set up, and they were given tele- 
phone numbers to call before publishing 
any stories about students. 

Then on 5 December, Sumitro, a re- 
tired senior general, called in four 
former student leaders known to have 
links to the current group of student ac- 
tivists. *He warned us that if there were 
any student demonstrations between 
now and March, the students would be 
killed," said a Jakarta social worker 
familiar with the meeting. There have 
been no government reprisals and no 
more demonstrations. “It’s a standoff,” 
said one student. 

There is once again an organised, di- 
liberate attempt to create a student 
movement. It is tiny and infused with 


€ Students are creating a counter- 
culture with its own heroes, 
language, code words. Those 
students have illusions of setting 
the style, shaping the ideas of their 
generation. 





both adamant antagonism to the powef 
that be and a romantic, idealised sense 
of the potency of student activism. Stu- 
dents appointing themselves to the role 
of moral guardians and watchdogs of 
their nation’s development is not un- 
usual around Asia or elsewhere. Echoes 
from campuses in South Korea — where 
what started as a rather amorphous at- 
tack by students on the status quo be- 
came during last year's demonstrations 
in Seoul a tangible political factor — can 
be heard in the words of Satgas mem- 
bers and other activists. 

Satgas and the growing critical 
stance among students hinted at by its 
existence, has grabbed the attention of 
the government. Hence the clamp on 
news coverage of student unrest. That is 
not surprising since between 1966 and 
1968 students acted as one of the mid- 
wives in the birth of the New Order re- 
gime headed by President Suharto when 
they conveniently clamoured on cue for 
the ousting of former president Sukarno. 
Suharto, as common wisdom has it, 
wants to make sure students could never 
do to him what they did to Sukarno. 


[= rom 1966-68, the pro-Suharto forces 
cultivated an alliance with a student 
group called the Action Command of 
Indonesian Students, which started as 
an anti-communist movement in Jakarta 
and became the most powerful student 
group at that time. Suharto's forces 
relied on this group to turn out crowds 
against Sukarno and help shift public 
opinion to view Sukarno as being too 
soft on communists. The students 
proved a potent ally. But then, in 1978, 
students turned against Suharto, calling 
for his replacement. After that, the gov- 
ernment introduced a stack of rules de- 
signed to silence the campuses. 

In recent interviews, several notable 
professors, government officials and 
writers have spun scenarios in which the 
latest emerging student movement, the 
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first of any significance since 1978, 
could play an important political role in 
the next few months. This is a time of 
bureaucratic jockeying for position, 
both before the March vote in the Peo- 
ple’s Consultative Assembly (MPR) as- 
suring the re-election of Suharto, and 
right after as new government appoint- 
ments are made which will portend poli- 
tical life after Suharto. These theories 
all begin with the assumption that stu- 
dents, particularly unhappy ones, are a 
favoured pawn of politicians and the 
military elite. 

Sarwono Kusumaatmadja, secret- 
ary-general of the ruling Golkar politi- 
cal group, for instance, predicts that 
members of the elite, especially those in 
uniform, will home in on student groups 
in order to exploit them. “What is most 
important is how members of the elite, 
the generals are reacting to this deve- 
lopment,” said Sarwono, who got his 
start in politics as one of the campus 
—^^gleaders, now referred to as the '66 

neration, in the campaign to oust 
Sukarno. 

“I predict that in February and 
March you will see top generals trying to 
use students. It will be the same old 
scenario all over again,” he said. 

Aristedes Katoppo, a well-known 
journalist and editor of the Sinar Hara- 
pan newspaper which was closed down 
by the government last year, believes 
students are the only wildcard in In- 
donesian politics. For all the govern- 
ment tactics to de-politicise students, 
Katoppo said they are the only unpre- 
dictable force capable of articulating the 
restless discontent many feel towards 
the political and economic structure 
which has been 20 years in the making 
under Suharto. 

Yet, one prominent political scien- 
tist, Juwono Sudarsono, also a student 
activist in 1966, said everyone would be 
better off if the student movement does 
not gather strength. Students, he said, 
will only be used. “Students could 
create a split in the army if the activism 
gets out of hand. Young officers could 
team up with the students and form a re- 
form movement within the army. That 
is the real threat the students present." 

Perhaps students will intrude into the 
political arena in the 
next few months, and 
provide a picture of 
how a potential pres- 
sure point on the out- 
side can be brought in 
and used by those on 
the inside. But there 
are many accompany- 
ing qualifications. For 
one thing, activism 
among students does 
not seem to be grow- 
ing among the 1.2 mil- 
lion students attend- 
ing the 49 public and OM 
581 private institutions ! 


around the country. | Student leaders take their grievances 
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€ What is most important is how 
members of the elite, the generals 
are reacting to this development 
.  . It will be the same old scenario 
all over again. 


There is a loose network stretching 
from Jakarta to Yogyakarta to Bandung 
and Surabaya, but whether hampered 
by lack of opportunity or disinterest, it 
does not seem to have reached the rest 
of the archipelago. In Medan on the is- 
land of Sumatra, for instance, of a 
dozen students randomly questioned re- 
cently, only two had heard of Satgas. 

It has often been students vs the 
state in Indonesia. This time, though, 
the students' challenge to the state has a 
more symbolic cast than in previous 
episodes. Satgas students are not calling 
for Suharto to step down, as students 
did in 1978, or railing against Sukarno, 
as happened in 1966, or taking up arms 
as students did in the independence 
movement. Satgas’ self-proclaimed 
challenge is that students deserve to 
have a voice, even if it is dis- 
sonant. | 

More than a political movement, 
Satgas members as well as other univer- 
sity students are creating a counter-cul- 
ture with its own heroes, language, code 
words. These students have illusions of 
setting the style, shaping the ideas of 
their generation. But at the moment 
they are mostly a self-styled vanguard 
without a rearguard. Their influence is 
large, though. Indonesia is increasingly 
a country of the young — about half of 
its 168 million population is under the 
age of 21 — and city life is a magnet. 
University students are articulate and 
versed in the ways of the city; in other 
words the trend-setters. 

It used to be that a university degree 
was a reasonable passport to employ- 
ment. But not anymore. The oil boom 
has gone bust and Indonesia cannot 
create jobs for all the 1.9 million young 
people, including university graduates, 
who enter the workforce every year. 
Unemployment, especially among de- 
gree-holders, breeds discontent and 
that discontent may just render more al- 
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luring the oppositional ideas espoused 
by such groups as Satgas. 

The students of Satgas are a product 
of the city, the elite, the educated. It is 
no accident that Satgas emerged in Ban- 
dung, the home of the famous ITB and 
the legends of students who shaped his- 
tory. But one must also bear in mind 
that this is Bandung after the 1978 
crackdown. Satgas, said one of its 
founders, a geological engineering stu- 
dent, was created as a straightforward 
challenge to the ban on campus political 
activity that was enforced after the 1978 
attempt by students to spawn an upris- 
ing against Suharto. 

It was just before the MPR prepared 
to re-elect Suharto to his third term in 
1978 that students launched a campaign 
demanding that there be a true contest, 
that Suharto not run unopposed. Some 
sections of the military sided with the 
students as the protests grew. ITB's stu- 
dent council published The White Book, 
a chronicle of the failings of the govern- 
ment and a written plea for the replace- 
ment of Suharto. 


T» attempted uprising fizzled, and 
more than 140 students were ar- 
rested. Universities were closed and 
there were skirmishes with the military. 

Normalisasi Kehidupan | Kampus 
(NKK), or normalisation of campus 
life, is a rather quaint euphemism for 
the strictures applied to stop student ac- 
tivism. Itis one of the trademarks of the 
New Order, one of the regulations de- 
signed to lower the number of legiti- 
mate contestants in the political arena. 
After 1978, students viewed by the gov- 
ernment as troublemakers no longer 
qualified. NKK forbids student councils 
or any political organisations on campus 
and requires permits for any student 
meetings. 

"Since NKK students have been 
forced into stagnation. We have no op- 
portunity to discuss issues, get involved 
in anything, no way to come together as 
students. We disagree with that and that 
is why we have formed Satgas. We don't 
know if we are legal or illegal," the en- 
gineering student said. 

Since it was founded last year, Satgas 
has devised monthly seminars on poli- 
tics and economics 
and current events. 
Then the riots and 
deaths in Ujung Pan- 
dang occurred, prod- 
ding Satgas to adopt a 
more critical stance. 
“It was not right for so 
many students to have 
been killed. We think 
the military has done 
something unbelieva- 
ble. We demand to 
know what hap- 
pened," said one of 
the Satgas members. 

“We are not politi- 
cal in the sense of hav- 
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ing a political programme. We have no 
connection with any political group or 
any opposition figures. We are just stu- 
dents interested in taking critical action 
to show the government that we care 
what they are doing. We are against 
NKK. We are against the limitations on 
freedom,” said another. 

These students also are success- 
fully forging links with students across 
Java. Students travel easily, and a 
number of student newsletters, includ- 
ing one published by Satgas called 
Societe, circulate freely. Antipathy for 
the present regime binds them together. 
A belief that corruption pervades In- 
donesian life and that a select few close 
to the Suharto regime control the econ- 
omy has bred a cynicism and an- 
tagonism. And they condemn the gov- 
ernment for leaving too many people 
out of the path of development, for 
coddling the haves and ignoring the 
have-nots. 

There also is a tenacious link be- 
tween student activists and non-govern- 
ment organisations (NGOs). Many 
former student leaders are now mem- 
bers of NGOs and are acting as informal 





Flashback to students on the streets in 1966. 


advisers to the current crop of student 
activists. 

A small stucco house on a suburban 
lane about 30 minutes from downtown 
Jakarta has become a meeting place for 
the growing alliance of the like-minded. 
In November, a group of former student 
activists started publishing an un- 
licensed magazine called Transformasi, 
which is preoccupied with the social and 
cultural twists and gaps along In- 


A riches-to-rags tale of 
education in Indonesia 


ndonesia's flagship of higher educa- 

tion, the University of Indonesia, was 
to begin a grand era last year when it 
moved from its cramped Jakarta quar- 
ters to a sprawling campus of air-con- 
ditioned high rises and open space in 
Depok, just south of the city. Soon, 
though, there may be no money to pay 
for the air conditioning and the 
elevators may be grounded. 

The Depok campus' descent from 
grandeur is just one tangent in the 
riches-to-rags tale of Indonesia's gar- 
gantuan education system. It is a tale of 
severe financial trouble, of a budget 
that was slashed by 60% and of goals de- 
ferred. In particular, the high hopes for 
higher education, deett, integral to 
the government's agenda for economic 
growth and development, have been 
abandoned. *We'll be lucky to run in 
place," says Harsja J. Bachtiar, head of 
reseach and development for the Minis- 
try of Education and Culture(MoEC). 

It is a bad time to run out of money. 
(The 60% budget cut came as the price 
of oil collapsed in the 1986-87 academic 
year, drying up one of the wellsprings of 
government revenue. Officials expect 
education's smaller slice of public 
spending to stay that way for several 
years.) It comes at a time when a com- 
prehensive study of education, com- 
pleted in 1986, concluded that univer- 
sities were suffering from a dramatic 
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shortage of qualified teachers, which, in 
turn, sets off a series of deficiencies in 
the pean of education. In a recent in- 
terview, Bachtiar said the MoEC has 
no funds to implement the recommen- 
dations of this study. 

The scramble to cope with less 
money also comes at a time when more 
and more educators are debating why 
the standards and 
quality of educa- 
tion seem to be 
falling instead of 
improving. Most 
significantly, ex- 
perts say, the gap 
in educational 
achievement be- 
tween Java and the other regions of the 
Indonesian archipelago is widening. 

Institutional growth at breakneck 
speed to keep up with the staggering 
numbers of students who want a univer- 
sity degree has been the hallmark of 
higher education. At independence, 
there were 300 college graduates and 
two univérsities. Now there are 1.2 mil- 
lion students at 630 universities. Be- 
tween 1975 and 1985, the number of stu- 
dents in tertiary education increased by 
1296 every year. Yet in 1985, despite 
such growth, only 19% of the 724,856 
students who applied were admitted to 
institutes of higher education. 

The 1986 study offered the first de- 


€ jt is Java that has the best 
universities, most of the 


professors, the best libraries and 
the best students.? 








donesia's development path. Inside, 
a huge conference table fills the liv- 
ing room and those associated with 
Transformasi wander in an out. A 
group of Jakarta students arrives as 
does a student from Yogyakarta. A 
trip to Bandung is planned to confer 
with members of Satgas about futu 
plans. 

A senior government official said 
this link between students and NGOs 


tailed picture of what has been created 
by all this growth. This showed how in 
yielding to the demand for places, a 
mixture of both private and public 
colleges and universities had been 
haphazardly set up, varying wildly in ex- 
pense and quality. The MoEC, accord- 
ing to the study, has been bureaucrati- 
cally overwhelmed, unable to control 
the growth or impose standards. 

The fundamental problem, the study 
concluded, is the lack of trained 
teachers. At least 14,000 more trained 
faculty members would be necessary 
just to meet the educational needs of the 
existing institu- 
tions. Currently, 
less than 10% of 
teachers are pro- 
fessors and many 
regional univer- 
sities have no pro- 
fessors at all. Only 
4.5% of teachers 
hold doctorates and most of them are 
clustered at the nine universities which 
offer advanced degrees. Only 9.4% hold 
masters degrees and almost 17% do not 
even hold a bachelors degree. 

Outside the island of Java, univer- 
sities endure even greater handicaps. It 
is Java that has the best universities, 
most of the professors, the best libraries 
and the best students. “If we went by 
tests alone, only students from Jakarta 
and Bandung would go to university,” 
said Bachtiar. Mostly, this is because 
students from Java score higher on the 
national examination for university ad- 
mission. But it is also because of the re- 
gional-based admission policy for the 
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proves that student activism and inci- 
dences such as Ujung Pandang have 
been “provoked by outside forces.” He 
said the government believes student 
activists are Indonesia’s version of red- 
diaper babies, the sons and daughters of 
communists who were wiped out in the 
anti-communist hysteria that swept 
through the country in 1965. He said 
these children, who would have been 
about three years old, are propelled by 
the desire for revenge. 

There is no evidence to support his 
theory. A more reasonable hypothesis 
has it that Satgas is one sign of students 
bucking at the docile stance they are 
supposed to take according to the stric- 
tures of NKK. Another sign is the re- 
newed interest in Islam or the study 
groups that students form as reason to 
gather. Like students anywhere, the vi- 
sion of many in Indonesia focuses on 
earning their degree and finding a job. 
Satgas, however, represents a larger, 

itical vision. Sometimes arrogant, 
..metimes naive, its very existence is a 
challenge which poses the question of 
whether or not such challenges can be 
tolerated now in Indonesia. Oo 





public universities which means the pre- 
stigious public universities in Jakarta, 
Bandung and Yogyakarta give prefer- 
ence to local applicants. 

In order to enter ITB in Bandung, 
for instance, students must score at least 
8.5 points on the national examination. 
But North Sumatra University in 
Medan, which is considered one of the 
best regional universities, had to lower 
the admission score to four points be- 
cause the average performance of 
Sumatran students was much lower than 
that of students in Bandung. 

“We have created an education sys- 
tem that had as its main goal unifying 
different groups of people that previ- 
ously have not been unified. But we are 
violating one of the basic principles of 
education, which is to make sure stu- 
dents are learning," said Bachtiar. 
Educators say students from regions 
other than Java fall even further behind 
as they progress through school. 

In late January, even President 
Suharto weighed in with a pronounce- 
ment that the government recognised 
there were problems in education and 
promised improvements. Suharto said 
the hallowed Supreme Advisory Coun- 
cil, a sort of inner circle of presidential 
advisers, had met from 30 November to 
5 December to study the system of edu- 
cation and recommend remedies for its 
failings. Perhaps this high-level atten- 
tion will translate into reversing some of 
the budget cuts, considered by many to 
be a crucial first step in improving 
higher education. And perhaps the air 
conditioners at Depok will continue 
running. — Margaret Scott 
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When the sun went down 


Sheathing the Sword: The Demilitarisation of Japan by Meirion and Susie Har- 
ries. Hamish Hamilton, 1987. £15.95 (US$28.70). 


wo young Britons, Meirion and 

Susie Harries, who were born just 
before the American occupation of 
Japan ended, have written a book on 
the subject to which the standard vo- 
cabulary of literary adulation — ba- 
lanced, informative, eloquent, lucid — 
can be applied without fear of exaggera- 
tion. 

The book is divided into five sec- 
tions, broadly covering the four decades 
from the Occupation — or more pre- 
cisely the earlier period of pre-occupa- 
tion planning in Washington — through 
the Tokyo War Crimes Trial, and up to 
the present-day debate about Japanese 
rearmament. | 

Running like a thread throughout 
the work are the intentions, contradic- 
tions and ambiguities of US policy to- 
wards Japan, highlighted by the infight- 
ing between the Japan 
Crowd and the China 
Crowd of policymakers 
and between the various 
bodies within the labyrin- 
thine bureaucracy estab- 
lished under SCAP (head- 
7 of the Supreme 

ommander of the Allied - 
Powers). It is little wonder 
that towards the end Gen. 
MacArthur began to lose 
control of it, being espe- 
cially unaware of the 
machinations of his *love- 
able fascist” Gen. Wil- 
loughby. 

The problem of what to 
do with the emperor was 
central to occupation po- 
licy and was another arena 
for inter- Allied conflict. To 
depose him “was to run the 
risk of appalling violence and anarchy in 
Japan," a view the British Foreign Of- 
fice held, though it was unwilling pub- 
licly to endorse him. “The Foreign Sec- 
retary commented acidly, ‘I do not want 
us to recommend to the Americans that 
the Emperor should be preserved. They 
would no doubt like to get such advice, 
then say they had reluctantly concurred 
with us’.” 

The authors treat the issue with 
characteristic impartiality, demeaning 
neither the view that the emperor was a 
war criminal nor the emperor himself. 
The subject is examined from a variety 
of perspectives and consequences 
explained in the light of prevailing at- 
titudes and prejudices. 

This is the first business of history, 





and if the second is to entertain the au- 
thors do that equally well: “In June 
1945, thirty-three per cent of Americans 
wanted the Emperor executed. [But 
only half of those questioned actually 
knew his name. Five per cent thought it 
might be Tojo, and other shots in the 
dark included Hara-Kiri, Tito, Chiang 
Kai-shek and Yoko Hama.]” 

Tojo, naturally, figures prominently 
in the Tokyo War Crimes Trial, which 
forms the core of the book. It is some- 
thing from which the victors emerge 
with little or no credit, and one is almost 
glad that continued Allied infighting en- 
abled Tojo to take the prosecution to 
pieces before going, inevitably, to the 
gallows. The plain fact was that, “only 
victor nations sat on the Bench, many of 
them colonial powers with far longer rec- 
ords of imperialism than Japan — and 
they allowed the colonies 
they were intent on regain- 
ing no place among the 


judges.” 
The trial is given de- 
tailed and exhaustive 


analysis from very conceiv- 
able moral standpoint, and 
that morality was not one 
of the victors’ strongpoints 
is well exposed in Ameri- 
can offers of immunity 
from prosecution to known 
war criminals in exchange 
for certain types of infor- 
mation: ““The value to the 
United States of Japanese 
biological warfare data,’ 
commented two of the 
American medical experts 
involved, ‘is of such impor- 
tance to national security 
as to far outweigh the value 
accruing from war crimes prosecu- 
tion’.” 

Even what light relief the proceed- 
ings provided was pathetic in its way. 
Behind Tojo sat “Shumei Okawa, the 
principal surviving military ideologue, 
whose brain, unbeknownst to the 
Allies, was slowly being eroded by 
syphilis.” When an Indian couple hap- 
pened to enter the Visitors Gallery, 
Okawa saw them and “called out ‘In- 
dien, Kommen Sie.’ As he spoke, he 
banged on the table he imagined was be- 
fore him. Unfortunately the hard sur- 
face off which his slap resounded was 
Tojo’s bald head.” 

The penultimate chapter, “Re- 
militarised Japan,” presents a com- 
prehensive range of arguments in sup- 
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port of the notion of a military renais- 
. sance in Japan, noting the more sinis- 
. ter implications of Japan's pervasive 
oyabun/kobun (literally, — "parent/ 
child") relationships, the revival in 1966 
. of National Foundation Day on 11 Feb- 
- ruary, originally banned in 1946, and 
the estimation that with a defence 
- budget of only 3% of GNP Japan could 
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facing the Soviet Union on its own. 

The arguments are then forcefully 
countered in the final chapter, "De- 
militarised Japan," which notes the in- 
difference to the Imperial institution 
among Japanese youth, the nine-to-five 
"employee mentality" of those who do 
join the military, and the fact that "the 
Japanese defence establishment, if one 





and under strict civilian control.” . 
That the army is civilianised — “imm 
the words of one American soldier, 
‘stuffed full of all that democracy crap" 
— is not always to the liking of Japan's 
allies, but, as the authors conclude: 
“For the first time in two millennia the 













create a military force "capable of 


CHINA 


Sex and slogans 


Half of Man is Woman by Zhang Xianliang and translated 
by Martha Avery. Viking, London. £11.95 (US$21.50). 


his is a curious book, or rather books, since there seem to 

be several of them trying to get out from under one cover. 
Zhang Xianliang was born in Nanjing in 1936, educated in 
Peking, began teaching in Ningxia province in 1955, and was 
arrested for Rightist activities (mainly of a poetic nature) in 
1957. He had to undergo “capping” — a public form of rec- 
tification — and from then on was automatically included as 
a public example in the subsequent, relentless purges. He 
was officially pardoned only in 1979, well after the death of 
Mao. This meant that he spent more than 20 years of his life 
in labour camps. 

This book, or rather one of these books, is therefore the 
reconstructed account of life in a Chinese labour camp under 
successive purges, culminating in the most inhuman of all: 
the Cultural Revolution (1 76). The author is hero/nar- 
rator of the world inside (as opposed to the anti-hero/object 


of the world outside). The world inside is governed by a logic | 


all of its own, consisting of silences, animal longings, food, 


mechanical labour, a world in which thinking and decent | 


human feelings are banished. _ 
Yet, as the narrator often tells himself, it is perhaps better 
not to have feelings and thoughts. The inside is a passive, in- 


verted society, where the former latrine cleaner finds himself [ 


the camp doctor and political criminals see their biggest 
threat as being the ordinary inmates. 
Yet there is an odd peace at the centre of this inside; a 


place where one can even earn a little from the labours of | 
one's hands and enjoy a relative sense of momentary free- | 


dom. Yet anyone expecting a Chinese The Gulag Ar- 
chipelago from the book will be frustrated. These random re- 
flections on freedom and society, fate and history, on a socie- 
ty turned upside down by an obsession with reactionary ele- 
ments, make up a view which is surprisingly lacking in bitter- 
ness, in edge. It has perhaps a little of the detachment of 


gs " " Camus’ The Outsider. 


. . [use the European allusion and the word “little” inten- 
tionally. For as the book proceeds towards its main theme, as 
elicited by the provocative title and the slightly breathless in- 
` troduction (“Under a totalitarian system, at what point does 
_ a person lose the power to say no? What does a survivor hold 
back as his core of integrity, and what has a survivor, by sur- 
viving, lost?"), it appears that these questions are going to be 
treated in a bewildering variety of ways: through fable in the 
H. G. Wells manner, through the metaphor of China as the 
desired, fickle, finally beaten woman in the Brecht manner, 
through speaking horses and mysterious women bathing in 
pools in the manner of Asian folktales. 

Most of the men on the work troop dream of women. 
When a troop of women come to work nearby, sexless and 
boorish as they are in their boilersuits, the men still collect 
their rubber-band bracelets as erotic mementos. The men's 
e ips are simple and animal-like. How could they be more 
relied. 


can call it that, 








Japanese sword is sheathed, and 
America must come to terms with that 
is relatively small | fact.” — Anthony Head 


The stage is set, the moral schema in position. We are in 
for a critique of society through an adulation/rejection of 
womanhood. The woman in question, twice-divorced, turns 
up eight years later at Zhang’s next State Farm. Two such 
people are bound to meet. The old Mongolian woman whose 
husband works as a shepherd with Zhang asks him, “Can you 
understand a man?” He is astounded. While everyone is ob- 
sessed with class, she is “actually trying to penetrate man’s 
nature.” 

The problem is that Zhang’s need to explain humankind 
takes over the book, turning a possible emotional discovery 
into an explanation of a cardboard world by using cardboard. 
Zhang’s “shout from under a blanket of repression” becom 
on one hand a primal urge to “screw another living thing, 
(the only time in the book that sex is put into direct lan- 
guage), and on the other a wooden statement about the 
emasculation of free thought under state repression. The 
narrator’s virginity becomes a hook for another kind of prop- 
aganda — the rational strength of men, the emotional depen- 
dence (and nest-building) of women. 

Zhang's desire focuses on a woman who sees him first as 
weak, then is convinced of his real impotence, and goes off to 
find satisfaction with a local cadre. Eventually, Zhang asserts 

— — ——4 himself, after acting heroi- 
cally during a flood. He then 
girds his loins (as D. H. 
| Lawrence might say) and his 
ideal meets some kind of real- 
| ity. 
| i If it sounds pat, that is be- 
| cause the ideal wears out real- 
| ity pretty quickly. From lib- 
| eration the narrator is soon 
| turning to thoughts of sui- 
| cide. Woman has given him 
| Strength, but woman is banal, 
tied to pettiness, too flawed 
and emotional. He finds him 
self quoting 
to be?” ceaselessly at one 
point. 

Half of Man is, in fact, not woman but intellect. Zhang is 
still writing about the perilous road ahead. His wife becomes 
so jealous that she uses his diary as potential blackmail. He 
sees his chance. Now that he has had the woman, he can have 
the revenge too (burning the diary in front of her so that she 
really crawls), then he prepares to wander off into the sunset 
with experience etched into his heart. After all, he has learn- 
ed that trust between man and man can only be redeemed by 
the people. 

That slight echo of sloganising runs throughout this book, 
which is neither novel, biography, fable, nor indeed — des- 
pite the sound and thunder — an analvsis of sexual desire. 
The use of the female body as a political metaphor is some- 
thing surprising in recent Chinese cultural history (though 
not before this century), but the way it is used is as conven- 
tional as associating poets with moon-gazing. 

Despite the excellent translation, indeed because of its ex- 
cellence, Half of Man is Woman suggests that half of the poet 
is gazing at himself, while the other half is still desperately 

— David Price 


SA a id to go with his book. 
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Telephone Directory for 
China pubtished : 


In order to maintain CPB's accuracy and time- 
liness CPB will henceforth be published twice 
each year, covering Spring/Summer (available | 








July — December). 


Given the frequency with which changes take 
place in China amongst both the domestic and 
foreign business and banking communities, the 
semi-annual frequency of The China Phone 
Book guarantees its users the most up to date 
and accurate listings of the most important 
contacts in China. 


Our database will constantly be updated to | 
bring you the latest listings you need, when you 
need them. 


You can save 2096 off the combined price by or- 
dering both the current Spring/Summer and the 
n/V Ninter editions now. Published in July 



























automaticall ly the moment it becomes available 
if you order both now. 


Not only will you have the most up to date busi- 
ness listings in China at your fingertips .. . but 
you'll save money at the same time. 


1988 Editions 
Spring/Summer — January — June 
Autumn/Winter — July — December 









The China Phone Book Co. Ltd is a wholly owned 
subsidiary of Review Publishing Company Li- 
mited, Publisher of the Far Eastern Economic 
B Er A Asia’ s 's leading publication. 


in doing business with China., 


* Completely updated listings 

* Unique classified yellow pages 

* Designed for maximum usefulness 

* Lists all foreign companies and joint ventures . 
* Careful selection of useful Chinese firms 

* Categorized by major industry groups 

* New compact page layout 

* Indexed for easy use 

è Good for travel or office reference 

. * Names and addresses in both English and Chinese 


The only bilingual | 


January — June) and Autumn/Winter, (available | — 
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Designed for Maximum Usefulness | 


This directory i isa comprehensive listing from our own China database ofall . 


relevant companies in China of interest to the businessman or tourist. It is 
ifically intended to give you easy access to its contents through a well 
gned, computer generated classification and indexing system. Irrelevant 
andi unnecessary information has been eliminated to reduce bulk and allow 







=-  youefficient access. 


New Classified Yellow Page Section 

Our tenth edition includes the first Classified Yellow pages ever available 
covering the entire PRC. Over fifty categories of listings are included to give 
you updated, accessible information on China services, accommodations, 








travel, etc. Classified listings include: 
* Business Services 


* Computer Services 
* And many other business Categories 






To: The China Phone Book Co Ltd, GPO Box 11581, Hong Kong 
Please rush me copy/copies of the China Phone Book as indicated: 


Name: 
{Please print in Block Letters) 


Address: 








Erea 
[J China Phone Book 1988, Spring/Summer Edition | 
Price: Hong Kong: HK$300, Elsewhere: US$50 ünclusive of airmail postage). 
No. of copies: eneee 
L] China Phone Book 1988, Spring/Summer and Autumn/Winter Editions combined set 
at 2076 savings. Send Spring/Summer Edition immediately and Autumn/Winter Edi- 
tion immediately upon publication in July. 
Price: Hong Kong: HK $480, Elsewhere: US$84 ünclusive of airmail postage). 


No. of sets: 
LJ Ienclose in payment thereof (cheque payable to The China Phone 
Book Co Ltd) 
[3 I prefer you charge to my credit card (tick one): 
[ij American Express (] Diners Club £C] Master Card L] Visa 
Card No: Exp. Date: 
Signature: 
pesci 














BUSINESS AFFAIRS 


POLICIES 


Taiwan’s new leader struggles to continue reforms 





By Jonathan Moore in Taipei 


(ees new President Lee Teng- 
hui, who is taking up his job at a criti- 
cal juncture in the nation's economic 
development, faces the challenge of 
energising the bureaucracy with an ac- 
tive programme of economic reform. 
Lee, considered to be from the re- 
formist wing of the ruling Kuomintang 
(KMT), will be aided by an increased 
public voice in the reform process 
begun by the late president Chiang 
Ching-kuo, who died on 13 January, as 
well as by the weight of the economic 
facts demanding a clear plan of reform. 
In nurturing its industrial develop- 
ment under 38 years of martial law, 
Taiwan has long kept a tight grip on 
economic activity. Trade policy, 
foreign exchange, domestic banking 
and investment services have been 
under the thumb of a mercan- 
tilist, export-led develop- 
ment policy put into place in 
the 1950s and 1960s. That po- 
licy has been remarkably suc- 
cessful, resulting in an aver- 
age 8.5% annual growth rate 
for the past decade. But in 
the past 10 years, that success 
has also shown the nation’s 
economic policy to be a vague 
and uncoordinated relic of 


the past. 
The same strong trade 
protectionism that helped 


make Taiwan an exporting 
powerhouse, with a trade 
surplus last year of US$19 bil- 
lion, also brought enormous 
pressure from the US for an 
opening of local markets to 
imports and for Taiwan to ap- 
preciate its currency. It has 
also helped generate a US$75 
billion mountain of foreign 
reserves, evidence of an economy quite 
literally choked with cash. 

Under these pressures, the NT dollar 
has risen 39% since the end of 1985, and 
MI-B measure of money supply at the 
end of November 1987 rose 42% from 
the year before. 

The official reason for Taiwan's 
strict controls on foreign exchange, 
lifted with martial law last July, was that 
in the event of an invasion by the 
Chinese communists, Taiwan would 
need the foreign exchange to buy arms. 

Another reason Taiwan's economic 
policy has lagged behind is that the gov- 
ernment has resisted developing the is- 
land as a nation, with a long-term plan, 
since it considers itself to be residing 


An 


here temporarily “during the period of 
communist rebellion." 

Liang Kuo-shu, chairman of Chang 
Hwa Commercial Bank, one of the 
state-owned banks, said the current at- 
tention being paid to reforms has been 
several years in coming. “Many econ- 
omists have recommended reforms for 
a long time,” he said. “The problem was 
the government was talking about the 
problems but not thinking about them 
seriously." 

Bureaucratic lassitude affects not 
only the policymaking process but also 
Taiwan's financial system, which suffers 
from domination by government-con- 
trolled banks as well as from excess 
liquidity in the banking system. Bank- 
ers, as government employees, have lit- 
tle incentive to take on the risk of mak- 





Taiwan companies have to resort to underground financial sector. 


ing loans, preferring to deal with state- 
owned corporations and large, private 
companies. 

Currently, new bank licences are re- 
stricted, and existing banks are limited 
in the services they can provide. The 
lack of an established investment-bank- 
ing system is especially unfortunate in 
Taiwan's case as its manufacturing sec- 
tor is straining to enter new phases of 
higher value-added output and greater 
international competitiveness. 

The restricted ability of small and 
medium-size companies to get financ- 
ing, combined with a lack of adequate 
rules governing finance and an almost 
complete absence of enforcement, has 
resulted in a thriving underground fi- 


Keeping up the pressure 


nancial sector. Investment houses pro- 
liferate in various degrees of fiscal sta- 
bility, raising fears of a financial col- 
lapse such as the huge Cathay group 
crisis of 1985. 

In that year, the Tenth Credit 
Cooperative and Cathay Investment 
and Trust Co., both parts of Taiwan's 
Cathay group conglomerate, collapsed, 
triggering a major financial crisis and 
causing the resignations of both the 
economics and finance ministers. But 
instead of serving as a warning signal, 
the scandal had the opposite effect - 
causing the new ministers to take 
more conservative approach to change. 

Besides political and bureaucratic 
lassitude in the Economics and Finance 
Ministries, economic policy is limited by 
the absence of effective coordination 
between ministries. A third 
agency, the Council for Eco- 
nomic Planning and Deve- 
lopment (CEPD), is a minis- 
try-level bureau designed as 
an advisory and coordinating 
arm of economic policymak- 
ing. CEPD formerly had a 
considerable say in the plan- 
ning process, but its influence 
has waned under the current 
leadership of Chao Yao- 
tung, whose outspokenness is 
said to have contributed in 
isolating him from policy- 
making circles. 

The effect of this has been 
the increased influence of 
Taiwan's Premier Yu Kuo- 
hwa, a diehard conservative 
and opponent of the recent 
liberalising trend. 

In the trade sector, re- 
forms have become a hot po- 
litical issue in Taiwan. In- 
fluential industries lobby for continued 
government protection and small ex- 
porters protest attempts to liberalise the 
foreign-exchange markets. 

Meanwhile, US pressure is forcing 
changes over their objections — and 
many Taiwan exporters may be forced 
to scramble for new markets with the 
withdrawal of privileges under the 
generalised system of preferences set 
for 1989. Taiwan, which had a trade 
surplus of more than US$16 billion with 
the US in 1987, is susceptible to such 
pressure. The US is its largest trading 
partner and a key ally. 

An example is the opening of the 
local wine, beer and tobacco markets 
last year. A bill to cut tariffs on 3,500 
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import items by as much as 50% is 
scheduled to be passed by the legisla- 
ture when it reconvenes later this 
month. | 


| 

In recent years, Chiang himself had 
sought to invigorate the economic-re- 
form process. In 1986, he personally 
urged economic and finance ministers 
to quicken the pace of economic re- 
forms. Although his reformist efforts 
were focused mainly on political libera- 
lisations, his exhortations seem to 
have had the positive effect of bringing 
the reforms issue to the attention of the 
concerned ministries. Concrete plans, 
however, have yet to appear. 

The most dramatic economic-reform 
measure so far — and one that undoubt- 
edly came from the president's office — 
was the historic lifting on 15 July of 
foreign-exchange controls, allowing Tai- 
wan residents to remit overseas up to 
US$5 million a year. The move was typi- 
cal of the uneven pace of reforms, how- 
ever. First, the rule change came too 

e to immediately benefit the econ- 
vay, since by the time it was made, 
rapid NT dollar appreciation was caus- 
ing investors to bring money into 
Taiwan. Secondly, the government still 
restricts the sale of foreign securities, 
leaving investors with the ability to buy, 
but with no one available to sell them. 


ther openings have included a re- 

cently passed securities law, which 
was indicative of an increased involve- 
ment in the reform process of the Legis- 
lative Yuan. The new law pointed up 
the difficulties in having no overall plan 
for reforms as it merely passed responsi- 
bility for regulatory reform to the 
Finance Ministry without actually 
changing existing regulations. 

Financial liberalisations under dis- 
cussion include opening the local com- 
mercial-banking industry to private 
firms, possible privatisation of some 
government-owned commercial banks, 
allowing more branches for local and 
oreign banks, and opening the insur- 
ance industry to foreign firms. The gov- 
ernment has also talked about permit- 
ting wider financial activities for trust 
companies and banks. A critical relaxa- 
tion of interest-rate controls may also be 
an eventual possibility, bankers say. 

The new political regime under Lee, 
an agrarian economist by training, is ex- 
pected to accelerate the pace of re- 
forms. Further, his recent accession to 
the KMT acting chairmanship, over Yu, 
is an indication he will have his way over 
conservative, old-guard resistance. 

In addition, the recent clamour for 
the continuation of the liberalisation 
process among the media as well as in 
the legislature suggests a greater in- 
volvement of public opinion in the po- 
licy process is on the way. However re- 
form-minded they are, Taiwan's new 
leaders face the difficult task of turning 
around four decades' conservative ap- 
proach to development policy. ol 
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POLICIES 


Ambiguous direction 


Manila is criticised for a lack of clear economic policies 


By Jose Galang in Manila 


he lack of clear direction in the 

Philippine Government's economic 
policymaking is prompting a growing 
chorus of domestic criticism. Business- 
men and legislators are concerned that 
divisions within the government are 
creating confusion and hindering the 
implementation of vital measures. 
Eventually, this inefficiency and mud- 
dled thinking, they argue, might 
threaten the country's recovery. 

The Philippines’ economy grew by 
5.05% last year but most of that growth 
came from heavy government spending 
on job-creating projects. Foreign and 
domestic private investment, which is 
vital if Manila is to achieve its target 
growth rates of 6-7% over the next five 
years, will only flourish under a regime 
of clear and stable policies. 

So far, the main target of the criti- 
cism has been the state's economic 
policymaking agency, the National Eco- 
nomic and Development Authority 
(NEDA). Some recent attacks, how- 
ever, have been levelled at President 
Corazon Aquino herself, who insists on 
prolonged public debate and personal 
consultations with business leaders be- 
fore promulgating key measures. 

The government's master economic 
plan, the NEDA-drafted Medium- 
Term Philippine Development Plan, is 
currently being reviewed by the sen- 
ate’s committee on economic affairs, 
which is planning a major scrutiny of po- 
licy. The committee’s chairman, Sen. 
Vicente Paterno, who also served under 
Marcos, plans to initiate a debate on the 
government’s policies later this month 
in a bid to pave the way for legislation 
which will amend and improve them. 

Paterno believes that government 
programmes are "not responding 
adequately” to the most urgent and im- 
portant needs of the people. He is par- 
ticularly critical of the NEDA develop- 
ment plan which, he says, is “not unified 
and not internally consistent,” though 
its general direction is acceptable. 

The NEDA plan was devised during 
the early months of the Aquino admin- 
istration, with the active participation of 
economists from the academic commu- 
nity. It aims to boost demand and en- 
courage investment through policy re- 
forms that will reduce government in- 
tervention but increase the role of the 
private sector. 

Among Aquino’s policymaking agen- 
cies, NEDA is seen as an exponent 
of social justice, finding most of its sup- 
port among academic economists. Soli- 
ta Monsod, the director-general of 
NEDA, was an economics professor at 


the state-run University of the Philip- 
pines (UP) before taking up the govern- 
ment post. The other technocrats in 
Aquino's entourage are Trade and In- 
dustry Secretary Jose Concepcion, Fi- 
nance Secretary Vicente Jayme and Ag- 
riculture Secretary Carlos Dominguez. 
Their backgrounds and outlooks are 
quite different to Monsod's. 
Concepcion has close links with the 
private sector. Before joining the gov- 
ernment he was head of food manufac- 
turer RFM and a director of the influen- 
tial Makati Business Club. Concepcion 
has campaigned against trade liberalisa- 
tion because it would hurt local import- 
substituting industries and in recent 
months has been calling for the phasing 
out of incentives designed to attract 
foreign investment. Jayme, a former in- 
vestment banker, has adopted a con- 


ventional stance, opposing moves to re- 
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Lack of private in 


pudiate Manila’s debts. Dominguez, a 
former banker who specialised in lend- 
ing to agribusinesses, is opposed to what 
he calls the government’s bias against 
agriculture in favour of industry. 

The different policy stances have in- 
evitably led to friction within the gov- 
ernment. The current group of techno- 
crats, however, has coexisted more 
peacefully than the earlier team did. 
Former finance minister Jaime Ongpin, 
who was criticised for favouring big 
business, including foreign institutions, 
was often at odds with former Aquino 
executive secretary Joker Arroyo, a 
human-rights lawyer with strong 
nationalist sentiments. These deep dif- 
ferences effectively paralysed economic 
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| policymaking. Ongpin and Arroyo were 
| replaced in October. Ongpin commit- 
| ¿ted suicide in early December. | 

| Dante Canlas, the UP School of Econ- 
| omics research dean, believes the dif- 
fusion of responsibilities among a 
number of agencies has generated com- 
petition and led to clashes. He argues 
that friction could be reduced if agen- 
cies performing similar functions were 
. amalgamated. 

Canlas says these difficulties are a re- 
. sult of the Aquino government's strug- 
gle to restore democratic processes. 
Under Marcos, power was concentrated 
in a few hands and political and econo- 
mic largesse was dispensed via Ma- 
chiavellian manoeuvres. 

A closer working relationship be- 
tween the technocrats and their agen- 
cies will be vital when the six-month-old 
Congress starts to exercise its rights to 
review and formulate policy. The sen- 
ate has already adopted a resolution 
listing eight principles on which future 
economic policies and programmes 
should be premised. The guidelines 
identify the private sector as the prime 
mover of national economic develop- 
ment and the government as the catalyst 
and provider of policy guidelines. 

M zonae: Paterno's economic af- 

fairs committee is preparing to call 
for the replacement of NEDA by an “in- 
dependent economic and planning 
agency" as provided for by the year-old 
Philippine constitution. 

The senate debate is also likely to 
focus on the devolution of power to 
local government units. In 1979 the 
Marcos government centralised deci- 
sion-making on the use of local taxes. 
This hampered the ability of local gov- 
ernments to develop and implement key 
measures and led to corruption at the 
Manila head offices of the government 

agencies approving the release of funds. 
| The current debate on economic po- 





licy has also touched on the influence of 


x . the World Bank and the IMF on econo- 


mic policy. Among the policy measures 
pursued under World Bank influence is 
the import-liberalisation scheme, which 
has removed restrictions on 1,100 pro- 
ducts. Paterno, echoing concerns raised 
| by local business, insists that Manila 
4 should maintain some form of protec- 
| tion for "products that are essential to 
| our survival," such as coal, steel and 
J. construction materials. 
| Another sensitive issue in the cur- 
rent debates is the government's stra- 


tegy on its US$28.4 billion foreign debt. | 


Repayments continue to absorb some 
43% of the country's annual export rev- 
. enues. Debt-service ceilings of 10-15% 
of the country's revenues have been 
proposed in order to ensure that funds 
are available for growth programmes. 
|.. Recently, however, there have been 
. calls for the setting up of a debt commis- 
sion which would have responsibility for 
determining debt-service ceilings. D 
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MARKETS _ 


On the rebound 





Tokyo once again lures foreign investors 


By Nigel Holloway in Tokyo 
Foe investors are beginning to 
dip their toes into the Tokyo stock- 
market again after a four-year selling 
spree when they unloaded * 13.6 trillion 
(US$106.3 billion) worth of shares 
because Japan was too hot for them. 
The waters of the Tokyo exchange have 
cooled a bit since the October crash and 
they now look more inviting than the 
chilly equity markets found elsewhere. 

In four weeks out of five since mid- 
December, foreigners bought more Ja- 
panese shares than they sold. In the first 
week in January, their net purchases 
totalled ¥ 117.3 billion, the second-high- 
est weekly amount on record. These 
purchases have helped push the Nikkei 
index in thin trading above 23,700 for 
the first time since the crash, only 11% 
below its all-time high on 14 October. 

Brokers do not believe these figures 
presage a stampede back into the mar- 
ket. But they are a sign that the message 
is filtering through: if worldwide equity 
markets are going to continue falling 
over the next couple of years, Tokyo 
looks likely to outperform others in the 
same way it has largely defied Wall 
Street's gravitational pull since Black 
Monday. 

In theory, the potential inflow from 
abroad is immense. Foreigners now 
own less than 3% of all shares quoted on 
the Tokyo Stock Exchange (TSE) 
against 6.3% at their peak in March 
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According to Intersec, an interna- 
tional investment consultancy, US pen- 
sion funds invested only about 35% of 
their non-US portfolio in Japanese 
stocks in mid-1987, even though the 
TSE comprised two-thirds of the total 
capitalisation of non-US stock ex- 
changes. This is all the more remarkable 
in view of the fact that total US-dollar 
returns from an investment in Tokyo 
shares were about 350% since January 
1984, more than four times greater than 
the return in US equities. 

These massive disparities cut little 
ice with most non-Japanese pension- 
fund trustees, who still regard the TSE 
as exotic and overpriced. As one Tok 
broker puts it, if a Western fund Mau- 
ager loses half the value of his US equity 
investment, he will not get the sack, but 
he is much more likely to suffer that fate 
if the same thing were to befall his Ja- 
panese holdings. Fund managers have a 
hard time convincing people otherwise 
when the average price-earningsratio of. - 
the TSE is currently 72.6. 

Despite this extremely high rating, 
foreign sentiment towards Japan is im- 
proving. Analysts say that Europeans, 
and the Swiss in particular, continue to 
look askance at Tokyo, but US funds 
were small net buyers in December. Ac- 
cording to UBS-Phillips & Drew, most 
of the purchases so far have come from 
offshore Japanese funds, which sold 
heavily in October and November. 





A vote of confidence 


A massive Hongkong development project is announced 


By Christopher Marchand in Hongkong 


he 29 January announcement of one 
of Hongkong's most ambitious 
private-sector property development 
schemes, involving a large slice of an is- 


land off Aberdeen harbour on Hong- 


kong island's southern coast, was rather 
muted. The bullish occasion was flawed 
somewhat by a lack of full information. 


The announcement was not enough to 


counter prevailing bearish sentiments 
among investors and the following day 
saw the Hongkong stockmarket slide by 


51 points. 


The Cheung Kong group's decision 
to go ahead with the project — which its 
chairman Li Ka-shing had outlined in 


| 
| 
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broad terms last year — marks a sharp 
break from its low-key activity in new 
property developments in the past few 
years. The Li stable of companies also 
includes publicly listed Hutchison 
Whampoa, Hongkong Electric and 
Cavendish International, all of which 
are involved in this scheme. 

The reversal of Cheung Kong’s 
seemingly bearish stance in the local 
property market and its willingness to 
bear such a long-term and costly risk 
must be viewed as a positive move. The 
development is estimated to cost about 
HKSS billion (US$1.03 billion) and it 
will come on stream just two years be- 
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FOREIGN BUYERS RETURN TO TOKYO > 


How the Nikkei index performed 
from 29 September 1987 


6 1420 27 41017 24 1 8 15 22 
Oct. Nov. Dec. 


Two main reasons are offered by 
Tokyo brokers for reappraising Japan. 
The first is that the domestic economy 
looks likely to grow by as much as 6% in 
the year to March 1989, compared with 
o in the current year, the fastest 
anong the main industrialised eco- 
nomies. Rapid expansion has a big- 
ger effect on company profits in Japan 
than elsewhere, brokers say, because 
normally high depreciation provisions 
have been running at low levels and 
look likely to remain so for a while be- 
cause investment is lagging behind con- 
sumer demand. Thus, more of the rising 
revenue flows through to profits. 


econdly, the Finance Ministry seems 

to be more anxious than ever to 
ensure that Tokyo’s will not be the 
stockmarket to bring all the others 
crashing down in 1988. This was particu- 
larly clear from the government’s deci- 
sion in early January to postpone new 
accounting rules for specified money 


fore the hand-over to Chinese sover- 
eignty in 1997. 

The Cheung Kong group will be able 
to replenish its almost exhausted land 
bank with the 13 million ft? to be de- 
veloped at Ap Lei Chau on the south 
side of Hongkong island and Cha 
Kwo Ling in Kwun Tong district, 
Kowloon. 

Under the scheme, Shell Oil will re- 
locate its two oil depots at Ap Lei Chau 
and Kwun Tong to a 19-ha site at Tsing 
Yi island. Most of its land will come 
from the existing site of Hongkong 
United Dockyards (HUD) — which is 
equally owned by Swire Pacific and a 
Hutchison subsidiary — while some will 
be created by land reclamation. The va- 
cated sites will be sold to the Cheung 
Kong group for residential and com- 
mercial development. The Ap Lei Chau 
site will be combined with the site of 
Hongkong Electric’s power station. 

The Cheung Kong group plans to de- 
velop 4.74 million ft? of residential space 
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Japanese equities by foreigners 
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trusts (tokkin) and fund trusts. In order 
to take some of the heat out of the 
stockmarket, the ministry had earlier 
stipulated that these trusts would have 
to employ the lower of cost or market 
value in closing their books as from 
March. 

The ruling exerted downward pres- 
sure on shares after the October slump, 
because it was thought that tokkin man- 
agers would sell their holdings to offset 
large valuation losses. The authorities 
removed the compulsion to sell by de- 
ciding that non-financial corporations 
can continue to use either the cost or 
market-value method in March, and will 
be free to choose between the two 
thereafter. Although financial institu- 
tions will be required to use the lower of 
cost or market value from next month, 
life-assurance companies will not have 
to take any valuation losses into account 
when assessing their return on assets. 

In addition, the ministry allowed in- 
surance firms to raise the proportion of 


and 161,000 ft? of shopping area at 
Kwun Tong. Cheung Kong and Hutchi- 
son will each hold 50% in the project, 
while the investment (excluding interest 
costs) should be HK$3 billion. 

The Ap Lei Chau site involves the 
creation of 7.87 million ft? of luxury resi- 
dential development, and 312,000 ft? of 
commercial floor area. The develop- 
ment should be finished in 1995 at a 
cost, excluding interest, of HK$4.8 bil- 
lion. Cheung Kong and Hutchison will 
hold 30% each in the project, while 
Hongkong Electric and Cavendish will 
take 20% each. 

Swire Pacific, has elected to take a 
cash payment rather than a minority 
stake in the projects. The cash sum was 
not disclosed, but is estimated by mar- 
ket sources to amount to HK$800 mil- 
lion. The size of the premiums payable 
to the government have also not been 
disclosed, but could amount to HK$3.8 
billion. However, the government is ex- 
pected to pay Shell some HK$1 billion 


Net annual sales 
by foreigners 


in, 


REVIEWDIAGRAM by Ricky Hui and Ivan Kwong 


tokkin in their total assets to 5% from 
the current 3%. Brokers say that ‘this 
will enable these companies to cut their 
bigger losses without selling heavily. 

A strong economy and a powerfully 
supportive Finance Ministry are not the 
only positive factors. The total supply of 
new stock issues is likely to be smaller 
this year than last, says Han Ong, gen- 
eral manager of S. G. Warburg’s equity 
department. Finance Minister Kiichi 
Miyazawa has recently hinted that the 
size of the next sale of shares in Nippon 
Telegraph & Telephone may be less 
than the previous two. Some of the new 
stock may even be offered to foreigners. 
Domestic demand for scrip may also 
rise because of the abolition of tax-free 
savings accounts from April. 

If foreigners and locals do put their 
money in Japanese equities, brokers say 
they will have to expect greater volatil- 
ity than during the five-year bull run 
when every share seemed to rise unre- 
lentingly. 





for relocating its oil refineries to Tsing 
Yi. Shell says the new depot will cost 
HK$1.8 billion. 

The terms under which Cheung 
Kong and Hutchison will acquire a stake 
in the Ap Lei Chau site, which is cur- 
rently held by Hongkong Electric and 
Cavendish, are not disclosed. The in- 
volvement of the two majors is presum- 
ably based on their superior financial 
muscle. But it tends to blur the distinc- 
tions within the Cheung Kong group. 
Cavendish in particular was meant to be 
the group's high investment risk, high 
return arm. 

The Cheung Kong group has also not 
indicated the degree to which the pro- 
ject will be financed by borrowing. 
However, analysts estimate that the 
Kwun Tong residential units will retail 
for about HK$850-900 a ft?. Those at Ap 
Lei Chau could fetch slightly less at 


HK$850 ft?, owing to less convenient ac- , 
cess, they say. Profit could be as high as . 


HK$4 billion. 
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Cooperative restructuring 


Malaysia announces the final stage of a financial-rescue package 


By Nick Seaward in Kuala Lumpur 


T final phase of the rescue package 
for Malaysia's suspended coopera- 
tives was announced by Bank Negara 
(BN, the central bank), on 28 January. 
With it, the authorities hope to bring to 
an end the 18-month-long saga of an- 
guish, recrimination and politicking 
among the depositors, whose M$1.49 
billion (US$584.3 million) in savings 
have been placed in jeopardy. Still to 
come, however, is the prosecution of 
the directors and big borrowers who rip- 
ped off their own cooperatives or failed 
to repay large loans. 

The scheme announced by BN gov- 
ernor, Tan Sri Datuk Jaffar Hussein, 
covers the remaining 13 of the origi- 
nal 24 deposit-taking cooperatives 
(DTCs), which are still under re- 
ceivership. Depositors will receive 
a partial refund in time for Chinese 
New Year on 17 February, follow- 
ed by subsequent refunds bringing 
the cash payout up to a minimum of 
50% of the original deposit, de- 
pending on the financial status of 
the DTC concerned. 

The remainder of the deposits 
will be converted into equity in a 
single finance company — Tai 
Cheng Finance — which will ac- 
quire 12 of the DTCs. The remain- 
ing deposits in the 13th DTC, 
Koperatif Serbaguna Malaysia 
(KSM), will be converted into 
equity in publicly listed Magnum 
Corp., whose 48%-owned Mag- 
num Finance will be used to oper- 
ate the transferred accounts. 

The scheme represents a sig- 
nificant climbdown by the govern- 
ment since the publication of its white 
paper on the DTC affair on 10 
November 1986. At that stage, it was 
decided it would be unfair to the tax- 
payer for the government to shoulder 
any of the burden created by private 
greed and mismanagement. Two of the 
DTCs — Kosatu and Sakapp — had 
even been earmarked for liquidation. 

Now it has been announced that 
these two have been spared. Further- 
more, Tai Cheng has been bought at a 
cost of M$8 million by BN especially for 
that purpose. BN has also extended to 
Tai Cheng soft loans totalling M$333 
million at 1% interest and an additional 
M$160 million at commercial interest 
rates to enable the partial repayments of 
deposits to be made. 

Meanwhile, Magnum Finance will 
receive soft loans of M$280 million and 
commercial loans of a further M$150 
million to enable the remainder of 
KSM's 50% cash payout to go ahead. 
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Deposit Taking 
Companies 


(KSM paid out 20 M cents in the dollar 
in January last year.) 

The KSM arrangement is clearly 
politically inspired as it will leave the 
cooperative in the control of the Malay- 
sian Chinese Association (MCA), the 
second largest party in the ruling Na- 
tional Front coalition. KSM is closely 
identified with the MCA and owns 30% 
of the MCA’s debt-ridden investment 
arm, the publicly listed Multi-Purpose 
Holdings (MPH). As MPH owns 38% 
of Magnum Corp., the BN scheme will 
leave both companies with controlling 
crossholdings in each other. The pro- 
posed conversion of 50% of the deposits 
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into irredeemable convertible unsec- 
ured Magnum Corp. loan stock will, 
eventually, dilute MPH's stake in Mag- 
num to about 19%. 


|" another substantial concession, the 
government has allowed tax credits 
accrued by the loss-making DTCs to be 
transferred to Tai Cheng and to Mag- 
num Corp. to compensate them for the 
DTCs’ shortfall in assets over liabilities. 
Magnum Corp. will receive M$184 mil- 
lion in tax credits transferred from 
KSM, while Tai Cheng will receive tax 
credits of M$434 million amassed by the 
other 12 DTCs. 

All told, the 13 DTCs had asset back- 
ings ranging from 19-66 M cents for each 
dollar of deposit at the time of their sus- 
pension by BN in July and August 1986. 
KSM had outstanding deposits of 
M$549 million, backed by assets worth 
half that, while the other 12 had out- 
standing deposits totalling M$709 


million and assets of M$276 million. 

Tai Cheng has been renamed 
Kewangan Usahasama Makmur Bhd 
(KUMB), which translates into “pros- 
perous joint-venture finance com- 
pany.” The name has been chosen to ap- 
peal to the ethnic Chinese community, 
which owns the vast majority of the fro- 


zen deposits and — in keeping with 
BN’s recent practice of adopting 
euphonic acronyms — its initials are 


pronounced in the same way as Can- 
tonese for “gold.” 

The clear hope is that the stricken 
depositors will be encouraged to keep 
their money in the new finance com- 
pany. Depositors with more than 
M$200 will be given savings passbooks 
issued by KUMB, which will tally the 
cash portion of the payout. By the time 
the exercise is completed in December 
next year, BN will have created one of 
the largest finance companies in Malay- 
sia, with a paid-up capital of M$323 mil- 
lion and potential deposits totalling 

some M$300 million. 

Although the security c. 
KUMB’s ownership by BN should 
be a major incentive, it has been 
deemed prudent by BN to appoint a 
prominent Chinese finance com- 
pany manager and former BN offi- 
cial, Lai Wan, to be general man- 
ager. Furthermore, interest is being 
paid on the savings accounts at the 
rate of 5% a year, as from 1 Feb- 
ruary, compared with some finance 
company rates of 3.595. 

Another incentive to keep their 
accounts with KUMB is the equity 
stake that most of the passbook de- 
positors will hold in the company. 
The issue of these shares has 
already been approved by the 
government's Capital Issues Com- 
mittee and KUMB will apply 
to the Kuala Lumpur Stock Ex- 
change for a listing of these shares 
as soon as the company becomes 
eligible. 

As for KSM's depositors, BN has 
also taken steps to allay any fears about 
Magnum  Finance's viability. The 
former secretary-general of the Minis- 
try of Health, Tan Sri Wong Yoke 
Meng, has been appointed the new 
chairman of the company and deputy 
BN governor Lin See Yan revealed that 
Magnum Corp. will inject additional 
capital into the finance subsidiary. 

Although Jaffar said that the govern- 
ment was "steadfast in its determination 
and resolve to bring to book everyone 
who is responsible for ‘cheating’ the 
DTCS," there is still no sign of the list of 
"big borrowers" who have yet to repay 
loans taken from the DTCs. This list 
was to have been published last year. 

Jaffar did reveal that M$128.3 mil- 
lion of the M$367.9 million owed to all 
24 DTCs has been deemed unrealisable. 
The sum has not been written off and 
Jaffar said that efforts to recover the 
money would continue. Oo 
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At good hotels, guests come and go 

At great hotels, guests come and go and then return again and again. 

At Inter-Continental Hotels, three out of four guests are so impressed with 

the luxury of our service, dining facilities and exquisite rooms that they return again and again 
So come to Inter-Continental. 

a For unsurpassed staff, for unforgettable meetings, for marvelous locations. 

for beautiful restaurants, for an incredible vacation, for real relaxation 
and a genuine welcome . . .Inter-Continental, again and again. 


For reservations, please call any one of our 100 hotels worldwide or see your Travel Agent. 


MANILA 

Above all our many fine 
assets, the warmth, efficiency 
of our staff creates that 
special 'Home Away From 
Home' ambience which 
inspires our guests to return 
again and again. 

Eric Pruefer 

General Manager 

Hotel Inter-Continental Manila 
Manila. 


JAKARTA 

Some people say it's the 
business facilities, others say 
it's the 23 acres of gardens 
but most of the clients tell us 
it's the fine food and the 
friendly staff that keep them 


coming back again and again. 


Behrouz Tamdjidi 
General Manager 
Hotel Borobudur Inter- 
Continental Jakarta 
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SYDNEY 

The historic architecture of the 
restored treasury buildings 
combined with the most 
modern facilities and 
personalised service create 
the ideal business address in 
Sydney 

Stefan Bokaemper 

General Manager 

Hotel Inter-Continental Sydney 
Sydney 


BANGKOK 

"We call ourselves the 
Business Resort 

We're right in the centre of 
town, yet we re a low-rise 
hotel surrounded by 26 acres 
of gardens. This, together with 
our warm traditional Thai 
hospitality, is the reason why 
our guests keep coming 
back." 

Daniel Desbaillets 

General Manager 

Hotel Siam Inter-Continental 
Bangkok 





WHOVGAN RESIST THE MAGIC 


Sensuously Smooth. Mysteriously Mellow. Gloriously Golden. Who can resist the magic of Camus XO Cognac? 
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| By Paul Handley in Bangkok 
| p9 anque Indosuez’ Siam Fund has 
ww become the first of several overseas 
funds planned before the October 
global stockmarket crash to be estab- 
| lished for investment in the Bangkok 
| bourse. The US$40 million fund repre- 
| sents a renewed long-term interest in 
| the Securities Exchange of Thailand 
|- (SET). 
|l . But whether the same interest will be 
. Shown by other fund managers is un- 
clear. A major deterrent is the shortage 
of blue-chip shares, which with a steady 
| growth of overseas investment in the 
SET since December, has again become 
i. woblem. While the Siam Fund re- 
tts foreign confidence in the Thai 
economy, the market itself did not even 
flinch when it was announced earlier 
this month, the SET index remaining 
virtually unchanged during the five fol- 
lowing trading days. After seeing their 
market crash in line with the rest of the 
world in October, local investors are in- 
creasingly driven by foreign bourse 
movements, and less by the Thai econ- 
omy’s strengths. 
More significantly, in the days im- 
mediately following the news of the 
| Siam Fund, domestic interest rates shot 





: | ‘New Thai funds fuel foreign demand for shares 


pectations, The interbank rate moved 
from 6.5% to 7.5% and liquidity in the 
money market shrank rapidly, forcing 
yield-chasing investors to begin recon- 
sidering their positions. A steep fall in 
interest rates in 1986-87 was a major 
boost for SET. 

Some six to eight overseas invest- 
ment funds dedicated to the Thai mar- 
ket were under preparation last Oc- 
tober, when blue-chip shares were sell- 
ing to foreigners at a premium of up to 
25% over the local board price due to 
strict limits on foreign shareholdings in 
the 100-odd SET counters. After the 
crash, liquidation by foreigners in- 
creased the availability of high-demand 
shares for foreigners. 


l: January, the blue-chip supply for 
foreigners began to dry up again. In 
late January a dozen of the market’s 
best counters were regularly crossingthe | 
foreign board at high premiums. Top- | 
rated Siam Cement usually commanded 
a 20% premium. The major banks, | 


more generally available, were going | 


paid. Even though the aggregate value 
of currently planned funds only totals 2- 









of their demand for shares could again 
overheat the foreign board and spin off 
into those less popular counters which 
have not reached their foreign- 


comprised of half of a US$65. 
portfolio of shares sold by th 
That Bank to Banque Indosu 
July, according to Robert Lloyd 
George, fund manager at Hongkong- |. 
based Indosuez Asia Investment Ser- 
vices. The holdings, strong in Siam Ce- 
ment, the Saha Union group, and the 
major banks and textile companies, 
have mostly already been registered in 
foreign hands, Lloyd George said. The 
fund is predominantly subscribed in 
London and Switzerland in the name of 
Siam Fund Cayman Ltd. 

One fund expected to follow the 
Siam Fund later this month, could be 
the US$60 million Thailand Fund 2, 
planned for a New York listing. Ad- 
vised by Morgan Stanley Asset Manage- 
ment and managed by the Mutual Fund 
Co., the Bangkok-based subsidiary of 
the government's Industrial Finance 
Co. of Thailand, Thailand Fund 2 will 
like its precursor be allowed to trade 
shares on the local board, giving it an 
advantage in terms of tax concessions 
and availability over the Siam Fund and 
the Bangkok Fund, the first overseas-man- 
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up one point, contrary to most local ex- 


THE LAW 
 Noconspiracy 


Singapore prime minister defends his colleagues 


ipy Ellen Salem 
K ingapore Prime Minister Lee Kuan Yew has refuted in 
? parliament allegations by former deputy chairman of 
United Overseas Bank (UOB) Allan Ng Poh Meng, that 
there had been a conspiracy by highly placed officials, 
including the attorney-general, which ultimately resulted in 
charges being brought against Ng. 

Ng, who is chairman of First Capital Corp. (formerly Sea- 
lion Hotels), was charged on 8 January with insider trading 
stemming from his purchase on 8 October 1986 of 1 million 
shares in Sealion Hotels. Further charges were laid on 18 
January against Ng and, for the first time against the man- 
ager of Standard Chartered Bank in Singapore, Michael 
Taylor. The pair were alleged to have made misleading state- 
ments to the Securities Industry Council in respect of the 
stake in Sealion Hotels. 

The hearing against Ng for insider trading was adjourned 
on 29 January until 19 February to allow defence to finalise 
arrangement for a Queen's Counsel. 

In his 15-minute speech, the prime minister described as 
- unfounded the allegation that UOB chairman Wee Cho Yaw 
had influenced officials in high places, among them the attor- 
ney general, Tan Boon Teik, to “fix” Ng. Lee said that the 
detention of Ng was the result of information obtained by the 
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for 4-6% above the prices Thai buyers 
3% of market capitalisation, the effect 





aged investment fund in Thailand. B 


Monetary Authority of Singapore (MAS). This suggested 


that Ng could have violated certain financial regulations in 
connection with the takeover of Sealion Hotels. The decision 
to prosecute Ng for insider trading was made by Glenn 
Knight, director of the Commercial Affairs Department, he 
said. 

Also unfounded, Lee said, were allegations that the attor- 
ney general refused to prosecute Wee for allegedly making 
nuisance calls to Ng, and that when Ng started civil proceed- 
ings against Wee, the attorney general got Joe Pillay, the 
managing director of the MAS to induce Ng to settle out of 


court. It was not the attorney general, the prime minister | - 
said, but Yong Pung How, chairman of the Oversea-Chinese | 
Banking Corp. who had telephoned Pillay to ask him to help — 
sort out the quarrel. Pillay then, and “on his own initiative," — 
decided to intervene. He arranged a meeting with Wee and — 
Ng together with their respective lawyers in February 1987. | 
The matter was settled, Pillay thought, to the satisfaction of | - 


both parties. 
On allegations involving the attorney general's stockmar- 


ket dealings, Lee said investigations by the Corrupt Practices. 


Investigation Bureau of the records of City Securities and its 
former chairman confirmed that there were no share transac- 
tions as ad by Ng. According to Ng, Tan had purchased 
more than 200, ty Se 

urites and made more than $$200,000 ( US$99,500) in or be- 
fore January 1985. Further, Ng claimed that Tan had bough 
more than 250,000 shares in Sigma Metal and lost a fe 
hundred thousand dollars in or before November 1985 whic 
was settled by “someone else", and that the attorney general. 
owed money to Fraser and Co. which he refused to pay. — 


000 Textile Corp. shares through City Sec- | 

























COVER STORY ECONOMIES 


Overconfident South Koreans think they can emulate the Japanese 








By Mark Clifford in Seoul 


South Korea is boom- 
| ing. Its economy has 
grown by more than 
u| 12% in each of the 
past two years and 
over the past two de- 
cades it has experi- 
enced one of the 
world’s fastest growth rates. It is the 
only developing country that has be- 
come a world-class manufacturer of cars 
and semiconductors. 

Not surprisingly, South Koreans are 
increasingly cocky. “We are ready to 
join the ranks of the advanced countries 
within the next three to five years,” said 
Park Yung Chul, senior economic sec- 
retary to President Chun Doo Hwan. 

But most South Koreans do not 
want to wait even that long. They 
believe the Seoul Olympics will 
symbolically usher South Korea 
into the ranks of the developed na- 


$ 
THE NEW 
JAPAN 


marked Japan’s re-emergence as an 
economic powerhouse. And it is 
not just in the Olympics, but in 
everything from office automation 
to pottery to the savings rate, that 
the South Koreans use Japan as a 


yardstick. | 
South Koreans see themselves 
learning from — and, optimisti- 


cally, outdoing — their former col- 
onial masters. Some foreigners see 
the country as a second Japan, po- 
tentially as disruptive to world 
trade and capital flows as Japan 
now is. 

US congressmen look at the bal- 
looning trade surplus that Seoul is run- 
ning with the US — nearly US$10 bil- 
lion in 1987 — and its growing foreign- 
exchange reserves and see another na- 
tion ready to prey on US industry. Presi- 
dential candidate Richard Gephardt's 
recent threat to force Hyundai Motor to 
sell its cars in the US for US$48,000 — 
six times its most expensive model — is 
only the most vitriolic of a wave of anti- 
South Korean statements from the US, 
which takes nearly 40% of the country's 
exports. 

However, the South Koreans, who 
harbour the secret hope of beating the 
Japanese at their own game, and the 
US, which worries about another Asian 
economic predator, are both wrong for 
at least three reasons. 

First there is politics: the game has 
changed, and the South Koreans know 
that they must restructure their econ- 
omy to avoid more of the retaliation 
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that has begun to follow their expanding 
trade surpluses. President-elect Roh 
Tae Woo will have to move quickly to 
avoid trade becoming a major domestic 
and international political issue. 

Next there is the question of man- 
agement. While Japan was able to draw 
on the pre-war zaibatsu (business con- 
glomerates) to shape its economic ren- 
aissance after 1945, South Korea lacks 
expertise, especially in middle manage- 
ment. As the government loosens its 
grip on the economy, this void threatens 
to slow the pace of development. 

Finally, technology: South Korea, 
dogged by lower-wage competitors, is 
scrambling to keep moving up the 
technological ladder. But foreign cor- 
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porations may be growing stingier about 
sharing technology — and these days 
they are certainly bolder about suing 
those who try to steal it. 

Of course, it is easy to see why many 
outsiders, and even South Koreans 
themselves, fancy the country will be 
the next Japan. The two neighbouring 
nations have followed a similar strategy 
of flooding world markets with inexpen- 
sive, increasingly sophisticated goods, 
starting with consumer-electronics as- 
sembly and working their way up 
through steel, cars and capital machin- 
ery. 


Cus congressmen look at the 
ballooning trade surplus that 
Seoul is running . . . and see 
another country ready to prey on 
US industry .? 





Appearances are deceptive 


South Korea’s economic policy- 
making is even more centralised than 
Japan’s, with a pair of key ministries 
and the presidential office, the Blue 
House, directing economic policy. Sav- 
ings rates are high, as is investment; the 
working week is long; and a homo- 
genous culture allows the ideal of con- 
sensus to dominate — even if in South 
Korea that means only that everyone 
concedes the boss is right. Like Japan in 
the 1960s and 1970s, a weak currency 
and low domestic consumption power 
exports. 

Unlike Japan, whose military spe! 
ing surpassed 1% of GNP last year for 
the first time since World War II, South 
Korea’s defence burden is heavy. Mili- 
tary spending consistently takes 6% 
of GNP. 

Politics, while certainly more 
repressive and erratic in South 
Korea, has been stable enough to 
allow economic technocrats to de- 
velop an unusual degree of con- 
tinuity and power, thanks to sup- 
port from presidents Park Chung 
Hee and Chun. Perhaps even more 
than the Japanese, South Koreans 
seem to thrive on crisis, as shown 
by the quick adjustment to external 
shocks, such as oil-price rises 
as well as the brinkmanship that 
characterises South Korean poli- 
tics. 

Moreover, South Korea has 
an industrial structure dominat- 
ed by chaebol, large busines 
groups, which parallel Japan's e 


There are also cultural similarities, a 
legacy of Japan's colonisation of Korea. 
From the passion for golf and Scotch 
whisky to the white-gloved taxi drivers 
and the uniformed clerks and school 
students, South Korea looks to many vi- 
sitors like a less properous version of 
Japan, but one that is rapidly catching 


up. 






ut how suitable is the Japanese 

model for South Korea's develop- 
ment? And, more importantly, will the 
Japanese model work in a world market 
that is far more crowded and sluggish 
than when Tokyo made its dash for 
growth? 

First, and most obviously, interna- 
tional politics will not allow another na- 
tion to emerge as a massive exporter 
while its domestic market remains 
closed. Already South Korea, though at 
a much earlier stage of its development 
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than Japan, is coming under similar in- 
sistent, if not consistent, pressure from 
developed countries to open its markets 
and revalue its currency. That will force 
South Korea to look to domestic growth 
at a much earlier stage than Japan did. 

South Korea has close links to the 
US, a legacy of the Korean War and the 
massive aid programme which followed 
as well as the large number of US- 
educated economic officials. While US 
pressure is widely resented, no one be- 
lieves it can be resisted. 

Japan experienced 25 years of 
growth before the US sat up and took 
notice of the huge trade imbalances. By 
that time, the US capital market de- 
pended on Japan — as did many US 
jobs. While South Korea has so far been 
able to ride on Japan’s reputation for 
value and quality, it risks being caught 
in the backlash of US protectionism. 
With US$35 billion in foreign debt and 
heavy military-spending requirements, 

th Korea is at a much more vulnera- 
-.. Stage of development. 

Senior South Korean officials accept 
that the country’s trade policies must 
change. “The next administration will 
find at a very early stage that 
the management of the 
surplus is a top priority,” said 
Koo Bohn Young, director- 
general of the Economic 
Planning Board (EPB) inter- 
national coordination office. 

But how is South Korea 
going to manage the surplus 
with the US? Government- 
organised buying missions to 
the US have garnered plenty 
of publicity but done little to 
change fundamental buying 
patterns. And voluntary ex- 
port restraint is a non-starter. 
But with the trade surplus 
jumping from US$7.4 billion 
in 1986 to almost US$10 billion in 1987, 

e US has clearly lost patience with a 
rmer client state that threatens to 
wound its old master. 

Opening South Korea’s market to 
foreign goods is the only solution. But in 
a country where it is still considered un- 
patriotic to smoke foreign cigarettes, 
much will have to change before mar- 
kets are open enough to make a differ- 
ence. 

President-elect Roh will be forced to 
confront the trade issue head-on. In 
doing so, he will come up against busi- 
nessmen and farmers who will fight to 
retain their protected markets. And his 
identification with big business, which 
has close ties with the ruling Democratic 
Justice Party, will make it difficult for 
him to rouse much support from con- 
sumers, who, after all, would benefit 
from cheaper imports. 

US pressure apart, senior South Ko- 
rean policymakers vow they will not fol- 
low the examples of Taiwan and Japan 
— rich countries where people live 
poorly. *We will never be a second 
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Japan," said presidential adviser Park 
Yung Chul. “I find it repugnant to run a 
huge surplus. It's inefficient and it does 
not help economic welfare. Running a 
surplus cannot be our economic objec- 
tive. The objective is to make life heal- 
thier and more pleasant." 

That sentiment is echoed not only in 
the Blue House, but throughout the 
EPB, the Ministry of Finance and gov- 
ernment-sponsored economic research 
institutes, like the Korea Development 
Institute (KDI). Another presidential 
assistant puts it even more bluntly: 
"With the dollar depreciating every 
day, you are just wasting your wealth 
and hurting people's well-being," by 
pursuing a surplus-oriented trade po- 
licy. 

But at the same time, officials say 
that they need to keep running a sur- 
plus for now because of the country's 









large foreign debt. South Korea has 
been using almost all of its trade sur- 
plus to pay off its foreign debt, 
which was US$46.7 billion at the end of 
1985. 

The debt, which was the subject of 
considerable political debate in 1985 
and 1986, needs to be brought down to 
about US$25 billion before South 
Korea can afford to open its market 
more fully, say officials. But by the end 
of 1988 the gross foreign debt is pro- 
jected to be less than US$30 billion 
and by 1992 South Korea expects to 
be a net creditor, so there is no econo- 
mic excuse for not opening the market 
more quickly. The plummeting debt 
will simply increase pressure from the 
US and the EC for a further opening of 
South Korea's markets unless Seoul 
moves more rapidly. 

The South Koreans, for their part, 
still think of themselves as the poor or- 
phan, hurt that their big brother, who 
fought to save the country, should have 
so little patience. But South Koreans 
do have a deeply ingrained sense of 








nationalism and a xenophobic aversion 
to imports. 

Bananas offer a simple illustration of 
South Korea's closed-market mentality. 
It shows that the country is often driven 
to: produce goods because of a twisted 
ideal of self-sufficiency rather than 
any comparative economic advantage. 
Bananas, as any visitor to South Korea 
knows, are expensive, hard to find, and 
usually tasteless. 


Mic; bananas are imported, gener- 
ally from Taiwan. Strangely, the 
apple exporters have a monopoly on 
banana imports. Since South Korean 
apples are not competitive on the world 
market, the apples are sold at a loss 
abroad. Apple producers make up the 
loss by charging South Korean consum- 
ers inflated prices for their bananas. 
That would be like telling uncompeti- 
tive US steelmakers that they could 
make up their export losses with an exc- 
lusive licence to import South Korean 
cars. 

The South Koreans have decided 
to make a bad system even worse by 
setting up hothouses to grow bananas. 
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The price of heating the greenhouses 
yields bananas which cost more than 
twice as much to produce as the cost of 
importing the fruit. And, with South 
Korea trying to develop a domestic wine 
industry, wine imports are also re- 
stricted. 

Clearly, the developed countries are 
not wrong to keep up the pressure on 
South Korea. Where the US, at least, 
errs is in forcing its trade negotiators 
slavishly to serve domestic interests. A 
more coherent trade policy, coupled 
with a consistent, government-backed 
export-promotion policy — such as 
South Korea or West Germany enjoy — 
would do more for US interests in Seoul 
than, for example, pushing US cigaret- 
tes. 

Perhaps the least-recognised differ- 
ence between South Korea and Japan is 
that Japan was a developed country be- 
fore World War II, and its post-war in- 
dustry developed along pre-war lines. 
South Korea, of course, was a colony. 
Unlike Japan, South Korea is still lack- 
ing management expertise, especially in 








the middle ranks. For all the 
MBA students the country sends 
to US universities, South Korean 
firms still must demonstrate that 
they have the management depth 
to run world-class companies. 

Like any fast-growing big 
company, a bet on South Korea 
has been a bet on the manage- 
ment. So far that has been a bet 
on the super-managers at the 
EPB, the Ministry of Finance, 
the Blue House and policy insti- 
tutes like KDI. 

South Korea's economists 
have done a tremendous job of 
nurturing the economy. The task 
would have been impossible 
without the country's extraordin- 
ary crop of entrepreneurs. But it 
is the government that has been 
at the controls, and the govern- 
ment that let foreign bankers 
sleep comfortably, at least most of the 
time, by guaranteeing the entrepre- 
neurs' debt. And it was the government 
that salvaged the occasional disasters — 
many of its own making — with forced 
restructurings in shipping, shipbuilding, 
heavy equipment, chemicals and other 
industries. 

The economy remains highly cen- 
tralised, but the reins of power are 
slowly shifting to a different group, to 
the management of the big chaebol. It is 
not going to be an easy transfer of power 
because at the same time as the chaebol 
are winning a degree of independence 
from the government, the founding 
managers are slipping from the scenes. 
Do the chaebol have the professional 
management to face the challenges their 
companies will face? The jury is still out 
(REVIEW, 10 Dec. '87). 

Most companies are still run by the 
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Assembling refrigerator motors: technology harder to get. 





founding father or his children, accord- 
ing to the Korea Productivity Centre 
(KPC). The KPC discovered that the 
founder was still in charge at 50% of the 
390 enterprises it surveyed. The child- 
ren had taken charge at another 16%. 
Only 18% of the companies in the sam- 
ple were run by professional managers. 
Another 15% were run by employees 
who had come up through the ranks. 
Corporate ownership is still narrow, 
with more than 80% of the stock held by 
10 or fewer people in half of the com- 
panies surveyed. 

The founding fathers have proved 
better at building vast, heavily lever- 
aged empires than in managing them 
profitably. As one foreign banker, 
whose bank is eliminating its exposure 
to one of the country’s biggest business 
groups, explained: “I’m concerned 
about the quality of management, espe- 


cially about middle management. 
The company is headed by a 
supersalesman, but I’m not sure 
he understands unit pricing.” 

A securities analyst from 
Tokyo made a similar comment: 
"[ came here expecting to find 
the next Japan. Instead I found 
management who don’t know 
what their profits on different 
product lines are.” 

The problem is especially crit- 
ical because the chaebol tower 
over the economy, with the top 
10 groups accounting for nearly 
a quarter of the GNP. Unlike 
the zaibatsu, the chaebol tend to 
restrict subcontracting and keep 
as much production as possible 
in-house. That means the small 
and medium-sized businesses 
which bear the brunt of a slow- 
down in Japan will not be there 
to act as a shock absorber in South 
Korea. There has been a push to s] 
the development of smaller business 
with everything from venture-capital 
funds to special small and medium 
industry banks and loan programmes, 
but the results have been slow in 
coming. 
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an South Korea keep moving up 

the technological ladder? The easy 
gains have been made. South Korea 
is being increasingly squeezed by 
low-wage assembly locations such as 
Thailand, Malaysia and China. South 
Korean companies have scored some 
stunning successes, like Samsung 
Semiconductor and Telecommunica- 
tions’ rapid entry into the semicon- 
ductor market. And South Korean 
firms are weaning themselves off depen- 
dence on foreign components through 





After the expansion is completed, the company plans to 


A productive approach 


‘Bee summer’s labour disputes hammered home a mes- 
sage that many South Korean executives would have 
been happier to ignore: as countries like China and Thailand 
undercut South Korean wage rates, manufacturers here 
must pay more attention to productivity. If they do not get 
more for their money, they will be priced out of the market, 
especially in low-wage, low value-added businesses. 

In the past it was enough for managers to confine their 
worries to lining up bank credit — at any price — and cheap 
materials. No more. Productivity on a value-added basis 
only grew 10.2% in 1987, while labour costs rose 17.2%, ac- 
cording to a Labour Ministry survey. 

With workers emboldened by South Korea’s more liberal 
political climate, demands for higher wages are expected to 
remain strong. About the only way to close the gap — unless 
raw-material prices or interest rates decline — is to increase 
productivity. 

That is already starting to happen at some companies. 
Daehan Synthetic Fibre, for example, has just increased its 
production capacity by 40% with only a 15% increase in 
labour. That should enable the company to cut its costs from 
55 US cents to 52 US cents a Ib. 


upgrade existing facilities. Besides being more economical 
the new lines will also allow it to turn out higher-quality 
fabric. | | 

Meanwhile, Samsung Electronics has its sights set on be- 
coming the world's largest colour-TV tube-maker. It is ex- 
panding its capacity from 7.9 million to 11 million tubes a 
year. While the old lines have 2,800 workers each, the new 
one will employ only 1,500. 

There is nothing magical about productivity gains, and 
the results can be agonisingly slow in coming. Few South 
Korean companies have a focused corporate effort to im- 
prove productivity. Among the large business groups, only 
Samsung has a team in the chairman's office to plan for pro- 
ductivity improvements. 

The KPC says that only 31% of the companies it survey- 
ed in 1986 had any form of automation. Two-thirds of 
those that had automated were using only the sim- 
plest, lowest-cost techniques like hydraulic, pneumatic 
and electrical automation or simple sequence-control 
systems. 

Process automation — which includes computerised 
numeric controllers, automated assembly, parts insertion 
and automatic soldering and pacing — is much less common. 
And more advanced automation techniques — such as com- 
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well-planned localisation programmes. 

Technology-transfer agreements con- 
tinue to rise. By last November, firms 
had signed 568 technology transfer 
agreements for the year, up from 517 
in all of 1986 and 454 in 1984. There is 
no way of evaluating how sophisticated 
the technology is. But government offi- 
cials complain that the technology the 
country needs is becoming more dif- 
ficult to obtain — at any price — as 
South Korea draws closer to its com- 
petitors in the developed world. 

Foreign manufacturers are nastier 
now when they find their patents have 
been violated. Samsung Semiconductor 
agreed to pay Texas Instruments a roy- 
alty fee that is expected to total some 
US$90 million for patent violation. At 
the very least, acquiring technology will 
become more expensive for South Ko- 
reans. 

South Korea is determined to spend 
more money on research and develop- 

nt (R & D). Most of the major indus- 
uial groups have inaugurated new re- 
search centres in the past two years. 
R & D asa percentage of GNP has grown 
from 0.58% in 1980 to more than 2% 
now. By the year 2000 the 
country plans to spend 3% 
of a GNP that will have 
doubled in size. 

But a Bank of Korea 
source complained to a local 
newspaper that companies 
were spending far more on 
entertainment than on 
R & D. According to the 
report, entertainment ex- 
penses in 1986 rose 39% 
to Won 363 billion (US$484 
million). R & D spending 
rose 5.6% to Won 95 bil- 
lion. 


and 
omputer-aided manufac- 
turing (CAD/CAM) is used 
only by a handful of com- 
panies. Larger companies, 
at least, are listening 
more closely to the KPC's 


gospel. 


While South Korea faces potential 
roadblocks, especially if consumer de- 
mand in the US slows down, the funda- 
mentals are in its favour. Population 
growth should help as the country looks 
forward to distributing wealth more 


, equitably. Only 62% of the population 


was economically active in 1980, but by 
the year 2000, 69% will be. 

However, creating 400,000 jobs a 
year to soak up all those new young 
workers is going to be a challenge. The 
increase in the labour force, by an aver- 
age of 2.3% a year for the next decade, 
comes as South Korea's manufacturing 
sector shifts to higher value-added, less 
labour-intensive production. Economic 
planners figure that they need annual 
economic growth of 6-7% to pro- 
vide the jobs. 


he younger, better-educated work- 

force will be difficult to absorb, but 
it should contribute to increased pro- 
ductivity. Manufacturing labour pro- 
ductivity has been growing by 6.4% a 
year for the past decade on a value- 
added basis. 

Companies will not only have to ab- 





sorb more workers, they must also de- 
velop more progressive labour policies. 
The current policy is a product of the 
coercive labour practices of the past. 
Labour activists report that blacklisting, 
surveillance and physical intimidation 
are still occurring, at least in metropoli- 
tan Seoul. 

None of South Korea's hurdles is 
insurmountable. Given the country's 
extraordinary record over the past 25 
years, the problems will probably be 
overcome. The KDI’s estimate that the 
economy has the supply-side potential 
to grow by 7-8% a year until 2000, by 
which time South Korea will be among 
the 15 largest economies in the world, 
may be conservative. 

However, president-elect Roh will 
probably have to spend more time than 
he would like on economic policy for the 
country's economic evolution will re- 
quire personal leadership. Protec- 
tionism remains the biggest threat to the 
economy. But its impact on South 
Korea will depend to a large extent 
on whether Seoul has the political 
will to change quickly enough to 
defuse the threat. 

Roh will have to con- 
vince South Koreans that 
they need to keep working 
hard while at the same time 
educating them about the 
responsibilities of join- 
ing the international com- 
munity. Japan has so far 
failed in this task. The 
South Koreans’ long re- 
lationship with the US may 
make it easier for them. If 
Roh succeeds, it may be the 
most fitting way the South 
Koreans can outdo their 
former masters. 


courses to 20,000 pupils a 
year. 

Real productivity gains 
will mean much more 
than sending engineers 
back to school for a 
week or two of retool- 
ing. The KPC is counsel- 


Founded 30 years ago, KPC has seen its volume of busi- 
ness double since last year, with a sharp jump after the more 
than 3,000 strikes during the summer. “We cannot accom- 
modate all those who want to take the training courses,” 
said Ahn Moon Young, director of the technical-consul- 
tancy department. 

Small and medium-sized companies have been slow to 
get the productivity message, if the KPC’s client list is any 
indication. Large companies still make up 60% of the 
KPC's clients. Samsung, for example, is sending 1,000 en- 
gineers to courses at the KPC’s training centre in 1987 and 
1988. 

Enrolment in KPC’s training courses, which teach 
engineers practical applications for robotics, micro- 
processors, hydraulics and CAD, more than tripled 
during the first half of 1987. The centre, with a 1987 
budget of Won 1 billion, plans a 10-fold increase in training 


ling companies to think more strategically about what they 
are doing and select areas of concentration, but its ad- 
vice is largely falling on deaf ears. Moreover, long-range 
planning has never been a virtue in Seoul, where entre- 
preneurial vision and a willingness to act quickly are most 
important. | 

"Most Korean companies are poor at long-term plan- 
ning," says the KPC's Ahn. *Factory and office automation 
are long-term projects that need strategic thinking and step- 
by-step implementation." 

One problem the KPC faces is trying to wean companies 
from their philosophy of mass production. “Even big com- 
panies think of factory automation simply as an extension of 
mass production," says Ahn. “Top management isn't ex- 
perienced or educated in high-technology. They don't know 
how to support an automation programme for their com- 
panies.” — Mark Clifford 





Giving credit where due 
poses political problems 


Finance is the Achil- 
les’ heel of South 
dh Korea’s economy. 

4 | While the manufac- 
turing sector has 
boomed, the financial 
sector has stagnated, 
hobbled by non-per- 
forming assets and the economic man- 
darins' fear of letting go. The financial 
sector, say most of the country's top 
economic officials, is too important to 
be left in private hands. 

The benefits of this top-heavy stra- 
tegy are likely to dwindle as the econ- 
omy becomes too complex for centralis- 
ed decision-making to be as efficient. 

There are two important ways in 
which the government dominates the 
financial sector: interest rates are con- 
trolled and credit is allocated. All bank 
loans cost the borrower 10-11.5% in in- 
terest a year, regardless of credit risk. 
And while direct credit allocation has 
been eliminated, banks' lending to large 
business groups is restricted in line with 
the government's aim of building up 
small and medium-sized industries. The 
result is predictable: bank manage- 
ments better attuned to politics than 
economics. 

Moreover, the Bank of Korea (BoK, 
the central bank) is controlled by the 
Ministry of Finance (MoF) and has no 
choice but to implement the govern- 
ment's monetary policy. To date, that 
has not been a serious problem. But as 
economic issues become more politi- 
cised, a politically influenced BoK is 
more likely to pursue inflationary 
monetary policies. 

The government's stated policy is to 
liberalise interest rates and gradually to 
reform the financial sector by permit- 
ting more competition among financial 
institutions. But both economic and 
domestic political considerations dic- 
tate a go-slow approach. 

Interest rates, already well above the 
world level, would soar if decontrolled. 
That would prompt a political outcry 
from South Korean business, which has 
repeatedly sought lower interest rates. 
" As long as market interest rates are so 
high compared to foreign interest rates, 
it’s not clear whether you want to de- 
control official interest rates," said Park 
Yung Chul, the president's senior sec- 
retary for economic affairs. 

With the savings rate for the first 
time exceeding investment, market 
rates may start to trend down. That 
could give impetus for interest-rate de- 
regulation — which in turn could give 
South Korean companies, whose in- 
terest costs are enormous, a competitive 
boost. But top officials are in no hurry 
to give up control. Although they may 





occasionally talk about market forces, 
their fundamental philosophy is that fi- 
nance is a scarce resource that should 
serve the national needs. 

“We need to guide the economy very 
effectively," says BoK governor Park 
Sung Sang. *Money is like water in a re- 
servoir. The water must be turned into 
the most effective rice paddies. We are 
not affluent. We cannot afford to let this 
money go into weedy rice paddies or 
flow into the ground through money 
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(A comparison of South Korean, Japanese and 
US manufacturers’ 1986 profit margins) 
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games.” But with the savings rate ex- 
ceeding the investment rate, Park’s ar- 
gument, at least in macroeconomic 
terms, no longer holds water. 

Rather than loosening controls, the 
government seems to be piling on new 
restrictions in an effort to undo past mis- 
takes. “The control is, if anything, 
deepening,” says the Bank of Boston’s 
Barry Lamont. “It’s not going the other 
way. We hear a lot of talk about reform, 
but the government increasingly creates 
special [credit] facilities which are not 
subject to previous guidelines.” 

Much of the current policy thrust has 
the laudable aim of encouraging small 
and medium-sized industries — which 
suffered because past policies em- 
phasised development of large 
conglomerates. But it is debat- 
able whether top-down control 
of the banking sector is the 
way to nurture infant companies. 

There have certainly b^^7 
some reforms during the adn 
istration of Chun Doo Hwan. 
Direct credit controls were 
eliminated in 1982, though indi- 
rect credit controls remain. The 
government surrendered direct 
control of bank management, 
though it reportedly still vets 
senior management appoint- 
ments. City banks were nomi- 
nally privatised. Interest rates 
on deposits have been 
liberalised, and non-banking in- 
stitutions encouraged, in a suc- 
cessful bid to undercut the unof- 
ficial kerb market. Preferential 
policy lending — in the form of 
direct industrial targeting — has 
diminished. 


REVIEWTABLE by Bamy Lee 


Running hard 
to stay in place 


A Labour Department official lec- 
tures 68 attentive managers from 
Samsung Electronic Co., all clad in 
standard baggy blue work suits, on how 
to cope with labour's demands in the 
light of South Korea's changing political 
environment. A few rooms away, the 
air hums with the voices of 28 other 
managers, dressed in the same baggy 
blue suits, who have split into business 
school-style teams to work on solutions 
for a case-study business problem. 
Developing countries are lucky: if 
they are serious about playing catch-up, 
they can learn from wealthier nations. 
South Koreans are avid learners and 
quick students. But even in a country 
where education is a national obsession, 
the Samsung group's commitment to 
employee training and education is un- 
usual. If South Korea succeeds in catch- 
ing up with developed countries, much 





of the credit will go to centres like this. 

Samsung's main training centre is an 
hour south of Seoul in Yongi-in, set M 
rolling hills and surrounded by aprico 
trees. The tomb of founder Lee Byung 
Chull, who died in November, is on a 
nearby hillside. In the polished burnt- 
orange granite lobby, a portrait of Lee 
peers down from high on one wall, while 
a calligraphy he drew proclaiming the 
primacy of human resources flanks visit- 
ors on the other. 

Every new Samsung employee is put 
through 24 days of training, either at the 
Won 4.5 billion Yongi-in centre or one 
of the five regional centres. Days start at 
5.50 a.m., with the national anthem, the 
Samsung song and — unless it is colder 
than —10°C, — a 1-km jog. Employ- 
ees bunk up in spartan rooms, three or 
four men in each of the 107 rooms in the 
main part of the centre. Every day they 
go through a 12-point checklist that is on 
a shelf by the door to ensure that their 
rooms are clean enough for Samsung's 
standards. 

The course instils the new recruits 


But independent, profit- 
oriented banks are a long 
way off. The BoK’s Park 
estimates that real finan- 
cial reform cannot come for 
at least five years. Park's 
reluctance to let go of fi- 
nancial controls is widely 
shared by MoF officials and 
economic advisers to the 
president. 

Much of that suspicion is 
understandable, given the 
success South Korea has 
had with a controlled finan- 
cial sector. It is fierce- 
ly anti-communist South 
Korea, not the socialist 
states, which is one of the 
best examples of the virtues 
of economic planning. But 
as its economy becomes big- 
ger, it is harder to control. 
What worked when South 

rea was a small, developing country 
wul no longer pay dividends. “In macro- 
economic terms, it's getting too big for 
that," said a Western diplomat who 
monitors the economy. 

The lack of a competitive financial 
sector may hinder South Korean manu- 
facturers, whose foreign borrowing is 
severely restricted. Large firms, at 
least, have so far benefited from an in- 
cestuous relationship with the govern- 
ment. But now they are paying the price 
in the form of real interest rates well 
above the world average. 

"[n order for our manufacturers to 
remain competitive they need financial 
services as developed as in other coun- 
tries," said Kim Kee Hwan, former 
vice-minister of the Ministry of Trade 


with Samsung's goals and philosophy, 

as well as preparing them for their new 
ositions. A five-day tour of Samsung's 

B... rounds off the programme. 

Samsung will spend US$16.5 million 
on training and education in 1988. More 
than half of the group's 150,000 employ- 
ees will receive some kind of training. 
The training centre runs everything 
from leadership and management 
courses, to computer and quality-con- 
trol training. 

All this helps Samsung in its quest to 
remain union-free. Founder Lee’s anti- 
union sentiments were no secret. No 
one knows what changes will come to 
the Samsung Group now that his son, 
Lee Kun Hee, has taken over. Com- 
pany officials are firm in their convic- 
tion that the right way to deal with em- 
ployees is to pay them better than com- 
petitors do, educate them, instil them 
with the corporate philosophy and set 
up appropriate corporate channels for 
handling grievances. 

Samsung has modified IBM's “open 
door" philosophy, which is ge e trm to 
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and Industry and now president of the 
Ilhae Institute, a local think-tank. 

Moreover, control of the financial 
sector becomes a political problem. Al- 
though South Korea’s technocrats have, 
overall, been professional technocrats 
rather than corrupt bureaucrats, there 
is still the perception of political 
favouritism. “As long as the govern- 
ment has political control over banks 
there will be charges of corruption and 
influence-peddling,” said Kim. 

One of the secrets of South Korea’s 
success, however, has been the way it 
has balanced close business-govern- 
ment cooperation with a relatively low 
level of corruption. Political connec- 
tions and even outright bribery have 
had their place in South Korea. But for 





allow employees to take problems to 
their superiors without fear of reprisals. 
If that fails, Samsung employees are en- 
couraged to write to a senior official in 
the company, with the promise that 
their grievance will remain confidential. 
The senior manager must respond 
within two weeks. 

Perhaps the most unusual aspect of 
the training centre is a foreign-language 
institute in an adjacent building. The in- 
stitute runs intensive 83-day English- 
and Japanese-language courses for 70 
students at a time four times a year. 
With a pupil:teacher ratio of less than 
6:1 and an emphasis on conversation, 
the courses are designed to improve the 
conversational abilities of employees in 
Samsung’ s electronics and trading com- 
panies. 

The institute is serious enough: all 
the teachers are native English speak- 
ers, and no one is allowed to speak Ko- 
rean even outside of class. Course mate- 
rial includes everything from world 
business and politics to office and table 
manners. — Mark Clifford 


the most part, the entrep- 
reneurs who thrived during 
the country’s remarkable 
boom since the Korean War 
have not abused the prefer- 
ence Seoul has shown them 
in extending favourable 
credit and giving them pro- 
fitable projects. The ques- 
tion is, how much longer can 
cosy backroom dealing and 
state-sponsored credit un- 
derpin one of the world’s 
most dynamic economies? 

Reform of the financial 
system is made more difficult 
because commercial banks 
are labouring under the 
weight of non-performing 
loans that the US State De- 
partment estimates total 10- 
25% of their assets. (South 
Korea declines to provide a 
figure.) But policymakers 
say that the worst is past. With the econ- 
omy booming and bank deposits up 
27% in 1987, the relative magnitude of 
problem loans shrinks. 

Some analysts think that the non- 
performing loans are being used as a 
smokescreen by government officials 
who wish to maintain control over the fi- 
nancial sector. “Many bureaucrats, 
perhaps especially those in the MoF, 
thrive on misery,” said Kim. “Unless 
they have problems, they cannot justify 
maintaining control.” 

Banks are boxed in by a host of re- 
strictions intended to encourage the 
development of small and medium- 
sized companies. Lending to both the 
top five and top 30 business groups is re- 
stricted by both a loan ratio and a credit 
basket, which individual banks cannot 
exceed. “Without government inter- 
vention big conglomerates will get too 
big,” says a senior MoF official. 

The goal is laudable enough, but 
some bankers mutter that the law just 
creates an incentive to look for 
loopholes. Some “small” companies 
that are informally affiliated with larger 
business groups are said by Seoul bank- 
ers to receive more than their share of 
funding. 

The government would like to see 
companies ease their addiction to debt 
and raise more money on the capital 
markets. Equity financing is growing 
quickly, with Won 1.9 trillion raised on 
the stockmarket last year, more than 
double the previous year’s figure. Bank 
loans, though much larger in the aggre- 
gate, grew only 18% to Won 6.5 tril- 
lion. 

The market’s capitalisation equalled 
27% of GNP at end-1987, compared 
with 14% in 1986, and it passed 30% in 
January as the market rallied. The 
number is significant because the MoF 
has long maintained that the equity 
market cannot be open to foreign in- 
vestment until the market capitalisation 
represents a significant share of the 
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GNP: most analysts think 30% is the 
benchmark. 

What is next in the area of financial 
reform? MoF officials are cautious, 
understandably so because of the 
change of government later this month. 
There is plenty of talk about superficial 
reform, notably by merging short-term 
finance companies with local banks and 
securities houses. But the fundamental 
commitment to controlling the financial 
sector remains. 

In fact, there is considerable senti- 
ment in the ministerial ranks for re- 
regulation, particularly by reining in the 
insurance and securities companies 
which have poached on the banks' de- 
posit-gathering and lending func- 
tions. 

Advocates of more sweeping reform 
say the BoK should be given indepen- 
dence: foreign-exchange controls should 
be rapidly dismantled as a way of forc- 
ing domestic banks to compete; entry 
into the banking sector should be eased, 
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Striking Changwon workers: superficial reform. 


and restrictions on financial activities 
should be loosened. 

"I don't think that the government 
has any alternative,” says Kee Woo Sik, 
president of Lucky Economic Research 
Institute. “It must free up a financial 
system that has been totally control- 
led by the state for more than 20 
years.” 

Financial reform, like many other 
policies in South Korea, is likely to de- 
pend on the political appointees of the 
new administration. President Chun’s 
regime began with a programme of eco- 
nomic reform, but lost momentum be- 
cause of ineffective appointees in senior 
posts. 

Early indications are that the Roh 
administration will focus most of its eco- 
nomic reforms on income redistribution 
and that financial reform will not be a 
priority. But hoping that the problem of 
antiquated financial institutions will go 
away by itself is not a promising stra- 
tegy. — Mark Clifford 
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Merger mania 


Mongolia overhauls economic ministries 


By Alan Sanders 


ongolia has just completed a major 
overhaul of its industrial manage- 
ment structures, amalgamating several 
ministries to increase efficiency and 
eliminate duplication of functions. The 
latest changes are part of Mongolia’s ef- 
forts to modernise its ailing economy 
and reduce its large trade deficit. 

Under the latest changes, which 
were introduced at the end of De- 
cember, the Ministry of Agriculture has 
taken over the running of food-process- 
ing enterprises from the Ministry of Light 
Industry. The move followed a speech 
by party general secretary Jambyn Bat- 
monh highlighting shortcomings in the 
organisation of meat processing plants. 

The government also set up a new 
Ministry of Foreign Economic Rela- 
tions and Supply to boost the efficiency 
of its external trade effort. Previously, 
three distinct bodies handled various as- 
pects of its trade — 80% of which is with 
the Soviet Union. Further rationalisa- 
tion moves included the amalgamation 
of the power and mining ministries. 

In a further series of changes an- 
nounced in January, vice-premier Punt- 
Sagiyn Jasray was appointed chairman 
of a new state committee for economic 
planning which takes over the functions 
of the old state planning, prices and 
labour commissions. 

As a result of the shake-up, the 
membership of the Council of Ministers 
has been cut by about a quarter, and 
its inner cabinet is now responsible, 
through four vice-premiers, for most 
economic and planning activity. Further 
refinements of the economic manage- 
ment mechanism are likely as the new 
arrangements are tested. The badly lag- 
ging trade and services sector could be 
the next candidate for an overhaul. 

These are the latest in a series of re- 
forms that started a year ago when all 
the country’s building industry plants 
and design institutes were amalgamated 
under a newly formed State Construc- 
tion Committee. To emphasise the im- 
portance of that change, Sonomyn Luv- 
sangombo, a vice-premier and a candi- 
date member of the politburo of Mon- 
golia’s ruling People’s Revolutionary 
Party, was appointed chairman of the 
new committee. 

Last October, the minister of light 
industries, Gombojavyn Naydan, was 
dismissed after being involved in a 
serious road traffic accident. He was 
replaced by another vice-premier, 
Choynoryn Suren. At the same time, 
the Minister of Agriculture, Sharavyn 
Gungaadorj, was made a vice-premier. 
These changes ensured that control of 





Mongolia’s three biggest and most 
important ministries — construction, 
light and food industries and agricul- 
ture — was in the hands of the in- 
ner cabinet of the Council of Minis- 
ters. 

All three ministries have been 
plagued by problems. The construction 
industry is inefficient and suffers con- 
stant shortages of materials and delays 
in the receipt of machinery and equip- 
ment. Agricultural production has been 
stagnant for several years because of a 
decline in productivity in the livestock 
sector. This has, in turn, affected *^^ 
fortunes of the food-processing ind 
try. 

Batmonh's speech in December to 
the party central committee focused on 
the problems of 
animal husbandry, 
which he said was in 
a state of stagnation. 
Livestock numbers 
in 1986 and 1987 to- 
talled 22.6 million 
— no better. than 
the 1970 level — 
average slaughter 
weights are declin- 
ing and per-capita 
meat production has 
fallen behind popu- 
lation growth. This 
has forced Mon- 
golia to reduce 
meat exports. 

The general secretary announced the 
relaxation of limits on the numbers of 
privately owned stock. Nearly a quarte 
of Mongolia's livestock is in privat 
hands, either in townspeople's plots or 
in the herds of cooperative members. 
Cooperative members may now own 
100 head of stock per family if they live 
in the Gobi zone and 75 if they live in the 
forest-steppe zone, compared with the 
previously permitted 75 and 50. 

These latest changes were intro- 
duced just before the regular year-end 
session. of the Mongolian People's 
Great Hural (national assembly) was 
held to debate and approve the state 
plan and budget for 1988. For the first 
time the plan sets a limited number of 
tasks and economic targets which fac- 
tories will use to draw up their own 
plans in the light of production contracts 
and orders received. Previously, plans 
were handed down to every enterprise 
in great detail. The general targets for 
1988 include raising the total number 
of livestock to 23.3 million, building 
251,500 m? of housing and mining 8.6 
million tonnes of coal. LH 
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You can now open a Foreign Currency 
Account with Midland Bank in London, in any 
major currency. 

As one of the world's leading international 
banking groups we offer you unrivalled security 
and, of course, discretion. 

And, as a non-resident, interest earned on 
deposit is free from UK income tax. 

To find out more about how we can help 
you, please complete the coupon below. 


I Marketing Dept., Midland Bank ple, International Division, V 
| 24 Martin Lane, London. ECAR OAH United Kingdom. - L 
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Do you need a 75 million dollar maintenance centre 
and teams of skilled engineers to keep an airline on top? 


You do if you're reaching for the tor the sky 
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Thai operates the most hi-tech aircraft maintenance centre in Asia. It is s fully self-sufficient in the maintenance 
requirements of the entire fleet. And it provides full capability for complete B747 and A300 airframe and engine 
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overhaul. Thai engineers and technicians spend four years training overseas prior to working gs 
in the centre. Thai. Centuries-old traditions. Innovative thinking. State-of-the-art technology. 


Thai 


Smooth as silk 
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A superior product. Excellent 
creative. And a substantial budget. 
As an advertiser, what more could 
you ask for? 

Except, perhaps, some 
reassurance that the foundation of 
your strategy is not built on sand. 

Constructing a media strategy 
is in many ways like building a 
modern office tower. Both stand 
or fall on the quality of their 
foundations. 

Without this one simple 
assurance, all your efforts are 
wasted building castles in the air. 

In Asia only one publication 
guarantees you the solid bedrock 
you need; The Far Eastern 
Economic Review. 

Quite simply the Review is 
unique. As Asia's most highly 
regarded publication, the Review 
is read by the greatest single 
concentration of the regions' most 
influential people. 

Week after week it commands 
their attention and helps guide 
their decisions. 

If this audience matters to your 
business, the Review is, without 
doubt, the solid foundation 
you need. 

That's the kind of strength you 
can build on. 
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FarEastern Economic 


During the past year, 57 advertisers of 
Construction and Heavy Industries invested in 
265 pages of advertising with The Review. 






@ A FEAST of stockmarket reform in 
Hongkong these days of lan Hay Davi- 
son has drawn the focus from the futures 
exchange, where reform efforts are bog- 
ged down over the size of the Futures 
Guarantee Corp. (FGC) fund. 

An imminent reduction in margins to 
about HK$17,000 (US$2,179) from 
HK$25, 000 a contract (excluding any 
*safety margins") should boost futures 
ity. Confirmation of higher capital 
adequacy rules for futures-exchange 
members should also help activity. But 
if last October's HK$1.8 billion futures 
bail-out is to be justified, and the lead- 
ing. brokers persuaded to revive this 
market, a solution is needed to the dif- 
ferences surrounding the guarantee fund. 

Sounder capitalised members and 

d enforcement of credit and margin 
limits in theory reduce the need for a 
large guarantee fund. That is the line re- 
portedly being pushed by Chase Man- 
hattan and Barclays Bank, who own 
25% of the FGC. 

Other voices a [ne for a bigger 
guarantee fund, and the only area of 
agreement is that the old HK$14 million 
fund was peanuts when measured 
against the exchange's post-Black Mon- 
day bankruptcy. 

Matters are complicated by the fail- 
ure to settle HK$1.8 billion of outstand- 
ing futures liabilities. Presumably, the 
futures exchange is chasing defaulting 
members for payment, but Shroff de- 
tects little urgency. For one thing, as the 
exchange's Philip Thorpe notes, the 
government-organised bail-out enabled 
all contracts to be settled and trading to 
continue. 

At least one major defaulter, Robert 
Ng, is said to argue that he is not liable 

r his share, as the debt was incurred by 

(now insolvent) | limited liability com- 
pany. And arguments that defaulters have 
a “moral duty” to pay can be rebutted 
by the example of Hongkong Bank and 
other banks who are FGC shareholders, 
who were quick to disclaim liability for 
the FGC’s debts on either legal or moral 
grounds. 

The result was that taxpayers — and 
stockbrokers who did not participate 
in the futures market — had to bail out 
the futures exchange. Increasingly, it 
seems the rescuers' best chance of get- 
ting their money back will be through 

the levy on futures transactions. The big 
brokers, it seems, will have to go into fu- 
tures if only to earn the money to pay 
themselves back. 
e THE Hongkong Bank is also hitting 
stormy seas in its bid to expand outside 
Hongkong. Wholly owned subsidiary 
Marine Midland's US$200 million loan- 
loss provision makes last year’s privati- 
sation at. US$80 a share look horribly 
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Li tle interest in their futures 


expensive, and suggests the bank did 
not do its homework properly. The 
bank's stockmarket timing also was 
awry as the offer was increased by 
US$10 a share, just weeks before Wall 
Street's crash. 

Of course, there is no shortage of 
acolytes in Hongkong's Exchange 
Square (by no means confined to brok- 
ers James Capel) who argue that the 
bank means to clear up the mess once 
and for all. Unfortunately, the pro- 
visions could prove something of 
an Augean stable, with many more 
needed. 

Despite the prudent talk, Marine 
Midland's provisions barely cover the 
written-down market price its less de- 
veloped country (LDC) debt. They 
amount to 42% of its LDC lending, but 
the bank is most exposed to Brazil, 
Mexico and Venezuela. 
According to Salomon 
Brothers, these countries’ 
debt trades in the secon- 
dary market at a respec- 
tive 4595, 51% and 60% of 
nominal value. To cap it 
all, Marine Midland took a 
US$30.9 million charge on 
takeover expenses. That 
mostly included stock op- 
tion cash payments to its 
executives. 

Even more worrying is 
the position of Midland 
Bank. Hongkong Bank 
bought its 14.975 at a price 
based on net asset value. 
That was expensive, con- 
sidering that banks trade 
below net asset value, and the 
Hongkong Bank did not get con- 
trol. 

Needless to say, the money went | 


——— —— — ——Ó——''P(——— —————————— 





Li interest. — 


. straight down the LDC plughole. Mid- 


land might need lots more as its £500 
million (US$885 million) loan-loss re- | 
serve amounts to just 27% ofits LDC debt. | 
Midland must be a prime candidate | 
for one or more rights issues. Consider- 
ing that the Hongkong Bank aspires to 
control Midland as part of its three- | 
pronged global strategy, the omens are | 
that a great deal of its good money will | 
get dissipated on Latin America. 
@ NOT that the Hongkong Bank or 
subsidiary Hang Seng Bank are shy of 
South American debt. The two have 
generously funded the lion’s share of a 
HK$950 million loan to Bond Corp. In- | 
ternational (BCIL) to finance the 
| 





purchase of 30% of Chile’s telephone 
company. 

Meanwhile, BCIL managing direc- 
tor Peter Lucas, appears disillusioned 
with Hongkong. BCIL has been refused 
official sanction to take control of HK- 



























































TVB, the territory 's leading TV static 
and BCIL’s TVB stake i it 
a capital loss of some. 
Last year, Alan Bond de 
tion of taking over TV. 
he was in Hongkong ft 

Now Lucas sugges 
vestment might not 
until the territory bec 
cratic “. . . not giving i 
hardly seems a ration: 
Chile. ee 

BCIL has nearly 
(counting its half sha 
debt), and only 1 
equity. If Bond wa 
with Hongkong, wt 
BCIL, his internatior 
in last year’s hi 
quisitions of Heilem 
Joe's Minerals? 





is akin pn in Hong- |. Sut 
| kong, where Li. Ka- | 
shing's empire has. Made: cus 
no secret of its interest in. 
this high growth industry. 

Outwardly, that did not 
seem to disturb rival 
Cable and Wireless, 
whose chairman Sir Eric 
Sharp jetted to the terri- 
tory for the 1 February list- 
ing of Hongkong Tele- 
communications — a 
merger of Cable and Wire- 
less (Hongkong) and Hong- 
kong Telephone (Telco). 

Incidentally, Hong- 
kong Telecom has sup- 
planted the Hongkong Bank as the 
stock exchange’s largest capitalised 
company. 

Li probably wants a hefty share of 
Hongkong’s telecommunications indus- 
try. To put pressure on Cable and Wire- 
less plc, he could always buy shares in 
the British parent, which trades at half 
the earnings multiple of Hongkong 
Telecom. He could also enlist the help 
of allies pa break the British. Govern- 
ments 15% limit on individual 
ares 

Considering that Cable and Wireless 
plc gets 81% of its profit from Hong- 
kong, the locals are not without influ- 
ence. Nor should it be forgotten that the 
Hongkong Government is investigating 
the possibility of a second telecommuni- 
cations network in Hongkong. 

Telco’s monopoly on Hongkong's 
telephone network does not expire until | 
1995, but in the meantime Sir Eric will | 
need to be generous. He says Hong- | 
kong Telecom will invest HK$30 bil- 
lion in Hongkong by the end of the 
century. 
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Concessional bending 


The US cuts trade benefits for four Asian exporters 


By Nayan Chanda in Washington, with Review Correspondents 


Because of their remarkable advance- 
ments in economic development and 
their recent improvements in trade com- 
petitiveness, President Reagan has de- 
cided to remove four participants from 
the trade preference programme that per- 
mits certain imports from developing 
countries to enter the US duty-free. Ef- 
fective 2 January 1989, Hongkong, 
[South] Korea, Singapore and Taiwan 
will be graduated from the generalised 
system of preferences [GSP], a move 
that will affect nearly US$10 billion in 
imports. 


he White House announcement was 

no surprise: threats of loss of GSP 
benefits had been used for months — 
with varying degrees of success — to 
wrest trade and currency concessions 
from the “Four Dragons.” One might 
also say the US move was no big deal. 
Although there were statements of dis- 
appointment, none of the four newly in- 
dustrialised countries (NICs) will be ter- 
ribly hurt when the duty-free door 
swings shut: in the first 11 months of 
1987, they shipped a combined total of 
US$56.1 billion to the US. The tariffs 
that will be slapped on their exports will 
only average about 5%. 

Although Washington presented the 
decision more as a graduation ceremony 
— patting the four on the back for their 
“great economic successes” — the move 
reflected its frustration over the con- 
tinuing trade deficit, despite considera- 
ble devaluation of the US dollar. Well- 
placed sources said that the idea of re- 
moving the four from the GSP origi- 
nated early in 1987, when US anger was 
running high over Taiwan’s refusal to 
appreciate its currency. 

Taiwan did revalue by some 20% in 
1987, but it was not enough for the US. 
The Treasury was also upset with South 
Korea’s slow revaluation of some 9% 
last year. In October, under the initia- 
tive of the Treasury, US officials began 
discussing the possibility of revoking 
GSP privilege from the NICs. 

The US decision to drop the four 
NICs from the 12-year-old programme 
will have very little effect on the massive 
US trade deficit. The move is designed 
to send a message to Asian trading 
partners — as well as to the American 
electorate — that the administration is 
not only talking tough but acting tough. 

The trade covered by GSP in 1987 
was valued at US$13.9 billion, less than 
10% of the total US trade deficit. Under 
the GSP programme, some 3,000 pro- 
ducts from 142 nations are allowed 
duty-free entry to the US. 


Not surprisingly, the loudest protest 
has come from the GSP Coalition of US 
Businesses, a group of manufacturers 
who sell US$50 billion annually using 
the duty-free imports. The move, they 
warned, would a “significant negative 
effect on many US manufacturers.” 

Another factor behind the timing of 
the mostly symbolic action on GSP, 
some analysts said, was the Republican 
Party’s concern about the trade issue 
becoming increasingly important in 
the presidential campaign. Republican 
Party officials were said to have been 
struck by the important strides made by 
Richard Gephardt in lowa, campaign- 
ing on the theme that US workers were 
losing jobs to imports. (Gephardt had 
unsuccessfully sought to graduate 
Taiwan, South Korea and Hongkong 
from the GSP in 1984.) 

Whatever the political factors, the 
majority view is that little economic ef- 
fect will be seen. US manufacturers with 
operations in the NICs might conceiva- 
bly seek new bases — but most seem 
likely to stay with their current Asian 
suppliers and pass on the new tariff costs 
to consumers. There is an argument to 
say that this is one more pressure on 
Asian producers of low-value added 
goods. In South Korea, for instance, the 
loss of GSP will aid the government's 
campaign to persuade small-scale manu- 
facturers of cheap toys and accessories 
to move into more sophisticated pro- 
duct ranges. 

For producers of low-value added 
items, GSP beneficiaries in Latin 
America, such as Mexico and Brazil, 
could now prove marginally more at- 
tractive. As for Asia, there are few 
other countries with the infrastructure 
or the expertise to move into the small 
trade void left by the US move, so there 
is likely to be little in the way of im- 
mediate gain to other Pacific region 
GSP beneficiaries. 


hailand could, in theory, benefit — 

but its own GSP status is in doubt. 
Sources in Washington say that if Thai- 
land does not enact copyright protec- 
tion by April, the US may cut off its 
GSP. (Ironically, the US move against 
the NICs may harden the stance of anti- 
copyright hardliners in Thailand, who 
are likely to recall that the US used the 
threat of revoking GSP to get Singapore 
to adopt a copyright law.) 

While Washington's ability to win 
trade concessions — especially in the 
copyright and intellectual-property sec- 
tor — could be undermined without the 
cudgel of GSP benefits, the US does 


Reagan: graduation ceremon y. 


have other tools. For example, it can 
still use Section 301 of the Trade and 
Tariff Act of 1974 to enforce copyright 
protection. 

The four NICs are likely to be af- 
fected as follows: 
» South Korea sold US$2.2 billion 
worth of merchandise to the US under 
the GSP in 1987 — only 12% of its ex- 
ports to the US and less than 5% of its 
total exports. But the US move comes 
against a backdrop of deteriorating US- 
South Korean trade relations. A trio of 
economically insignificant issues — 
beef, cigarettes and joint-venture life- 
assurance companies — have become a 
test of wills. Maintaining steady trade 
relations is important for Seoul: the US 
took nearly 40% of its exports in 1987, 
including four of every five cars, two of 
every three pairs of shoes, nearly half of 
all machinery and 40% of electronics 
exports. 
» Taiwan stands to suffer the most 
among the Dragons. The Taiwan in: 
tries which benefit from GSP treatn 
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(electronics, sporting goods and toys 
are dominated by small and mediun 
sized manufacturers. Taiwan has been‘ 
by far, the largest beneficiary of the 
programme, accounting for a quarter of 
all US GSP imports. Those products 
were valued at about US$2.2 billion, 
about 9% of Taiwan’s total exports to 
the US in 1987. 

Taiwan is also No. 1 among the US’ 
GSP trading partners, with US$31.2 
billion in total trade with the US last 
year. Of that amount, exports exceeded 
imports by US$16 billion. Taiwan’s 
overall trade surplus was US$19 billion. 
Based on estimates for 1987, the cut will 
mean that only 4% of Taiwan’s total ex- 
ports will face an average of 5% in extra 
tariffs. That is small compared to the 
25% NT dollar appreciation suffered by 
all of Taiwan’s exporters in 1987. 

» Singapore is likely to find that less 
than 15% of its exports to the US are af- 
fected by the loss of GSP status. Last 
year, exports to the US totalled 
US$12.2 billion, of which about 14% 
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enjoyed GSP benefits. The loss of GSP 
benefits will affect some 700 products. 
Among the products which will face 
duties of 5-10% will be telephones and 
office machines, wood furniture and 
medical instruments. 


| ronically, US firms in Singapore could 
be among the hardest hit. More than 
50% of Singapore's exports to the 
US are from American firms with oper- 
ations in Singapore — such as AT&T, 
Digital Equipment, Hewlett Packard, 
Rockwell International and Travenol 
Laboratories. Also hit by the removal of 
GSP will be Singapore companies, in- 
cluding Singatronics and food processor 
Yeo Hiap Seng. Japanese and Euro- 
pean firms with operations in Singapore 
— Minebea, Phillips, Olivetti — will be 
affected as well. 
» Hongkong has expressed some con- 
cern about the long-term consequences. 
Acting Secretary for Trade and Industry 
Y. Yeung said he feared it could af- 
some future investment decisions. 


EVE CS y 
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Singapore container port: disappointment but little effect on NICS. 






ove are toys, sports equipment, tele- 
hones, household products and elec- 
tric appliances. 

Had Hongkong been required to pay 
tariffs on eligible products in 1986 (the 
last year for which full figures are availa- 
ble), the territory would have paid an 
additional US$68 million. This was on 
the US$1.4 billion in exports that came 
under the duty scheme — according to 
Hongkong Government trade statistics 
— which in turn was 15% of the terri- 
tory’s exports to the US. 

ongkong had sought unsuccess- 
fully to persuade the US that it should 
not be lumped together with Taiwan 
and South Korea, both of which main- 
tain significant barriers to imports. De- 
spite its open markets, Hongkong has 
aroused US displeasure by its refusal to 
break the link between the US and Hong- 
kong dollars. This link allows the ter- 
ritory’s products to benefit from the US 
currency’s declining value. 
While the impact of the US move 


P the items hardest hit by the 
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may in fact be minimal, the Dragons’ 
exporters will still need to look for more 
new markets. The EC does not extend 
GSP concessions to Taiwan because it 
has no diplomatic relations with Taipei. 
It is unlikely to arise in the case of Singa- 
pore, either, because the EC currently 
enjoys an overall trade surplus with Sin- 
gapore. And so far the EC sees “no 
problem" with regard to the con- 
tinuance of GSP treatment for Hong- 
kong. 

South Korea, however, is not so 
lucky. It is already under fire from its 
trading partners in Europe. The EC has 
already temporarily lifted trade benefits 
for South Korea, effective on 1 January. 
(This, however, was in retaliation for 
what the Europeans see as an unfair 
move by Seoul in giving the US greater 
concessions on intellectual-property 


rights than it was willing to grant 
Europe.) 

Brussels' attitude might harden if — 
as expected by the Organisation for 
Economic Cooperation and Develop- 
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ment — the Dragons’ collective surplus 
with Europe should rise substantially 
over the next few years as the US in- 
creasingly restricts access to its mar- 
kets (REVIEW, 14 Jan. ). 

Washington’s move allows Japan, 
for once, to look less protectionist than 
the US — and it can look magnanimous 
if it continues its recent policy of ex- 
panding the scope of its GSP benefits to 
many developing countries. The value 
of goods imported on preferential terms 
will rise during the current fiscal year — 
the result of a series of market-open- 
ing measures announced recently by 
Japan. 

However, a number of Japanese 
manufacturers, particularly in the steel 
and textile industries, have been lobby- 
ing their government to remove some 
tariff preferences. They say the stronger 
yen is allowing imports to penetrate 
their home markets. Taiwan and South 
Korean knitwear producers are singled 
out for blame. The US move is likely to 
encourage the lobbyists. 









TECHNOLOGY 


Magnetic 
attraction 


A modern high-speed train 
gathers a head of steam 


By Bob Johnstone in Miyazaki 


Fo many years, shinkansen — the 
high-speed, blue-and-white bullet 
train — was the symbol of Japan’s 
emergence as technological force. With 
the coming of the 1980s, however, the 
symbol began to loose some of its lustre. 
As Japan National Railways (JNR) ran 
massively into debt, there was no more 
money for research, and, gallingly, the 
French took over as operators of the 
world’s fastest trains. 

Now, the Japanese are out to get 
their lead back. They have developed a 
new type of train, known as a “maglev” 
(because it is magnetically levitated and 
propelled), which is designed to run at a 
speed of 500 kph. In a recent demon- 
stration, vistors to the Miyazaki Maglev 
Test Centre on the southern island of 
Kyushu were whisked on a prototype 
maglev up and down the centre’s 7-km 
track at speeds of more than 290 kph. 

Technologically, maglev is almost 
ready to go. The big question now is, 
will this new form of transport be an 
economically viable alternative to con- 
ventional trains? 

The Japanese seem determined to 
find out. At a press conference in Tokyo 
in mid-January, Transport Minister 
Shintaro Ishihara announced that the 
government's budget for fiscal 1988 will 
allocate ¥180 million (US$1.4 million) 
for a feasibility study on the construc- 
tion of two 50-km maglev tracks. 

One of these, to run between Tokyo 
and Kofu in Yamanashi prefecture, 
would be used for further experiments. 
The other, between Sapporo and Chi- 
tose airport, would be a commercial 
line, intended to carry some 10 million 
people a year. Ishihara said that con- 
struction will start in fiscal 1990. 

Research on maglevs began in Japan 
in 1962. The original design goal was to 
build a train that would cut the time it 
takes to travel the 500 km from Tokyo 
to Osaka from three hours to one. 

The principle of magnetic levitation 
is simplicity itself. In the JNR version, 
the train carries a set of powerful super- 
conducting electromagnets. It runs 
along a U-shaped track along the bot- 
tom of which are laid copper coils. As 
the train passes over the coils, its mag- 
nets induce in them a magnetic field of 
the same polarity, generating sufficient 
repulsive force to levitate the train. 

Along both sides of the U are elec- 
tromagnets whose polarity is continu- 
ously switched so that those im- 
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mediately ahead of the train attract its 
onboard magnets, and those im- 
mediately behind repel them. The com- 
bined effect is to move the train for- 
ward; the shorter the interval between 
switches in polarity, the faster the train 
goes. Interaction between opposing 
magnetic forces also ensures that the 
train stays in the centre of the track. 

Maglev's supporters point out that 
there are many advantages in this form 
of transport. No bogies below or pan- 
tographs above makes the train much 
lighter and gives it better aerodynamics, 
with the result that it can go faster (an 
unmanned maglev set a record of 517 
kph in 1979; last February, a manned 
prototype attained a speed of just over 
400 kph, slightly faster than the French 
record of 380 kph by a conventional 
wheeled train). 

Lighter carriages (at 17 tonnes, about 
half the weight of shinkansen carriages) 
mean that the track needs far less con- 
crete to support a train's weight, and 
hence should be much cheaper to build. 
(Enthusiasts reckon that maglev tracks 
could even be built over existing shin- 
kansen tracks, thus eliminating the need 
for enormous outlays on land. 

One of the biggest arguments in 
maglev's favour is that rail-less tracks 
would be able to go as much as 10 years 
without maintenance, one of a railway's 
biggest operating costs. And, though 
the cars would be more expensive to 
build (because of the cost of the super- 
conducting magnets, and the sophisti- 
cated refrigerators needed to cool them 
to almost absolute zero, lack of moving 
parts should make them cheaper to 
maintain. 


FS trains need straighter tracks, 
which means they have to go through 
mountains rather than around them. 
Some 70% of Japan is mountainous, so 
Japanese railwaymen need to build 
more tunnels (117 km of the new 178- 
km Morioka-Aomori extension to the 
Tohoko shinkansen in northern Japan 
will run through tunnels). Since maglevs 
can handle much greater gradients than 
conventional trains, tunnels can be 
higher up, hence shorter (and, because 
they have no bogies or pantographs, 
maglev carriages will be smaller). 

Entering tunnels at high speeds may 
present technical problems, which is 
one reason why maglev needs a new test 
track. A second is to discover the effect 
of several trains whizzing along at the 
same time. For one thing, points are 
needed to route them onto sidings; for 
another, there must be the ability to 
control each train separately. 

There will be no drivers on maglevs 
— humans are simply not capable of 
reacting quickly or reliably enough. 
Speed is controlled from the ground by 
varying the frequency of the electric 
current sent from the transformer sub- 
station at trackside. 

Since one substation is only capable 
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of delivering current of one frequency at 
a time, each train needs its own substa- 
tion. Getting the changeover from one 
substation to the next right will be of 
crucial importance. As Hajime Takagi, 
director of the maglev test centre points 
out, if the frequencies do not match, 
then the result will be a big jolt for the 
passengers. 

Despite maglev's promise, there has 
until very recently been a big question 
mark hanging over its future. Funding 
has been skimpy, forcing researchers at 
Miyazaki to make do with one proto- 
type for six years, instead of the origi- 
nally planned two. The result has been 
that, despite their early start, the Japan- 
ese have fallen behind. 

The world's first (and still the only) 
commercial maglev went into operation 
in Britain in 1984. Just 620 m long, it 





connects Birmingham airport with its 
railway station. 

More ambitious is West Germany's 
maglev, the Transrapid, which runs on a 
31.5-km test track at Emsland, Lower 
Saxony, at speeds of more than 350 kph. 
The Germans, with their much longer 
track, claim to have a five-year lead 
over the Japanese. They have high 
hopes of winning a contract to build a 
370-km line from Los Angeles to Las 
Vegas. 

Late last year, in an apparent at- 
tempt to upstage the West Germans, 
Japan's other maglev backer, a Japan 
Air Lines affiliate called HSST, an- 
nounced that it would build a 7-km line 
between downtown Las Vegas, Nevada 
and the Strip (where the city's ho- 
tels and casinos are concentrated), 
financing the US$40-million line itself. 
Ironically, HSST's technology was ori- 


ginally licensed from the West Germans. 

The strange thing is that in Europe, 
where maglev technology is most ad- 
vanced, and where overcrowded air- 
lanes and motorways are prompting the 
French, the West Germans, the Ita- 
lians, the Swedes and the Spanish to 
build new, high-speed railway lines, 
“the considered opinion of the railway 
industry," according to the Railway 
Gazette International, *is that maglevs 
are not going anywhere." Why? 

The answer is that railway planners 
are reluctant to switch to an unproven 
technology when conventional trains 
can do the job. In addition, though mag- 
lev tracks may be cheaper to maintain, 
they are a lot more expensive to build. 


Ene. that is, except Japan. 
Because Japanese land is subject to 
earthquakes and subsidence, shinkan- 
sen tracks have to be laid on a raised bed 
of concrete, whereas in Europe and the 
US, they can be on ground level. Fea 
earthquakes is also the reason why 
Japanese train maintains a clearance be- 
tween itself and the track of 10 cm, com- 
pared to the West German's 8 mm. 
With this clearance, officials at Miya- 
zaki say, the train would not be af- 
fected by the track shifting as much as 3 
cm. 

But to achieve a 10-cm clearance, the 
Japanese need expensive superconduct- 
ing magnets, whereas the West Ger- 
mans can get away with ordinary ones. 
(The newly discovered high-tempera- 
ture superconductors could help solve 
this problem, but they are reckoned to 
be 10 years away from commercial use.) 

Maglevs’ much-vaunted speed ad- 
vantage may also be less than effective. 
Beyond 350-380 kph, the energy re- 
quired to combat air resistance shoots 
up steeply (which is why jet airliners 
climb to such high cruising altitudes, to 
take advantage of the thinner air there). 
It may well turn out that levitating alon 
at maglev's design goal of 500 kph 4 
technologically feasible, but economic 
ally prohibitive. 

Economic concerns currently appear 
to be taking second place to national 
pride. Railway officials have evidently 
sought to appeal to this by painting their 
prototype maglevs red and white, the 
colours of the Japanese flag. 

With its annual research budget dou- 
bled (to ¥600 million) and the feasibil- 
ity study to find a new test site about to 
get under way, maglev’s immediate fu- 
ture looks rosy. Over the next 10 years, 
one commercial line (Sapporo-Chitose) 
will undoubtedly be built, and at least 
one other (connecting the new Kansai 
airport with Osaka) is on the cards. 

Beyond these, the picture is not so 
clear. In particular, whether maglev will 
ever get the chance to achieve its origin- 
al purpose — Tokyo-Osaka in under 
one hour — is still very much open to 
question. The French need not look to 
their laurels for a few years yet. R| 
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ECONOMIC MONITOR 


Growth forecast revised 


M55 real growth in GDP last 
year may have been considerably 
higher than forecast, according to ru- 
mours leaking out of the central bank, 
Bank Negara (BN). The bank's annual 
report in March will provide the first of- 
ficial estimate of economic growth in 
1987. It is believed that a figure near 4% 
is going to be announced. This com- 
pares with a 1.5-2% growth forecast by 
BN’s economics department in March 
and a 2% forecast by the Ministry of 
Finance at the time of the budget at the 
end of October last year. The 2% figure 
was reiterated by Prime Minister Datuk 
Seri Mahathir Mohamad as recently as 
December last year. 
While Malaysia’s economic manda- 
=ne may not mind being proved wrong 

his way, the revised growth figure 
snould cause a few red faces as well. 
Second-quarter results for 1987 had al- 
ready shown an annualised growth rate 
of 2.2% and the Malaysian Institute of 
Economic Research (MIER) took note 
of this data in revising its 2.496 forecast 
to 3% in November. MIER is sticking 
by its 3% figure which, it says, has been 
confirmed by its fourth-quarter business 
survey. 

Most of the better-than-expected im- 
provement in the economy has been put 
down to stronger exports from the com- 
modities sector. Palm-oil and rubber 
prices have experienced a sharp upturn 
since the beginning of the fourth quarter 
of 1987, but timber was a star performer 
throughout the year. Similarly, petro- 
leum and liquefied natural gas (LNG) 
prices recovered early in 1987 from the 
disastrously low 1986 levels and re- 
mained relatively stable for most of the 
year. 
^» Finance Minister Datuk Paduka 
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H- year ended. 


The Bank Y 31 Dec. | HK$223.93m +21 
of East Asia (US$28.7m) 
Nomura Y 30 Sept. | ¥271.32b +56 
Securities (US$2.1b) 
+1 ¥320.58b 
(US$2.5b) 
Y 909.39b 
(US$7.1b) 


+9.5 


% change % change | Dividend 


Arab H 30 Sept. | M$24.2m +23.5 
Malaysian Bank (US$9.5m) 
H31Dec. | A$46.88m +44 
(US$33.2m) 
half- 


Daim Zainuddin forecast as recently as 
October that total commodity exports 
would increase by only M$2 billion 
(US$784.3 million) to M$23 billion in 
1987. As it turns out, the increase has 
been more than M$4 billion, bringing 
the total to M$24.66 billion. This is 
equivalent to about 41% of last year’s 
estimated GDP, compared with 35% of 
GDP in 1986. 

According to figures revealed by Pri- 
mary Industries Minister Datuk Lim 
Keng Yaik on 19 January, timber was 
the biggest export-earner among the 
non-petroleum—based commodities for 
the second year running. Timber earn- 
lings were up 40% to M$6.5 billion. 
Surprisingly, tin recorded the second- 
biggest rise, climbing 32.4%, though 
the actual earnings figure of M$860 mil- 
lion makes the metal seem relatively un- 


COMMODITY EXPORT EARNINGS 


(M$ million) 
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A$529.15m 
(US$375.3m) 












75¢ A one-for-five bonus issue proposed. Total dividends for 
(63¢) the current year forecast at not less than 65¢ a share. 
n Full-year revenue increased to ¥1.08t from ¥934.36b a 
(n.à. | year ago. 
¥10 Current year profits forecast to rise to ¥5.15b on sales of 
(¥9.5) | ¥335b, buttotal dividends will remain at ¥ 10. 
Current year net profit forecast to rise to Y 15b on sales of 
Y 950b. Good results due to strong domestic demand, 


Y 
(Same) 
improvements in overseas sales networks and expanded 
production offshore, especially in Europe and the US. 
n Malaysia's largest merchant bank announced total assets 
(n.a.) of M$3.65b at end Sept. vs M$3.45b a year ago. 


11€ Iron ore and scrap business made the largest contribution 
(10g) to earnings in the operation of this diversified mining group. 


MALAYSIA 


important in comparison with other 
commodities. Rubber, with a 21% earn- 
ings growth, accounted for an estimated 
M$3.84 billion, pushing it just ahead of 
palm oil, which grew by 6% to M$3.82 
billion. 

With both rubber and palm-oil prices 
rising sharply since the end of the year, 
Malaysia's economic forecasters must 
be busy tearing up their old projections. 
The October 1987 budget forecasts as- 
sumed 4% growth in real GDP this 
year, based on a petroleum price of 
US$18.50 a barrel, palm oil at M$720 a 
tonne and RSS One grade rubber at 
M$2.40 a kg. Current prices for palm oil 
and rubber are M$1,170 and M$2.80, 
with every likelihood of a sustained 
further improvement in both until 
the second quarter of this year. The 
wild card is, of course, the petroleum 
price. 

So much for the good news. The bad 
news is that the domestic sector is still 
very sluggish, according to MIER exe- 
cutive director, Datuk Dr Kamal Salih. 
Citing the results of an MIER survey, 
Kamal said that the October stockmar- 
ket crash has had no effect on business 
so far. The main reason for continued 
slow domestic growth, he said, is a re- 
luctance by local businessmen to invest 
and the refusal of the government to 
stimulate the economy through budget- 
ary expansion. 

The Malaysian Industrial Develop- 
ment Authority, reported that pro- 
posed domestic investment in the manu- 
facturing sector, which accounts for 
22% of GDP, was down by 57% in 1987 
from its peak levels in 1984. Worse still, 
domestic investment by non-indigenous 
Malaysians — primarily the ethnic 
Chinese who dominate the commercial 
sector — was down by 68% over the 
same period to M$328 million. 

— Nick Seaward 
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May delivery 327.00 international — 3-5years! 9.00 9.99 | 9.67 
Maize Chicago mi 7-10 yearst | 9.27 10.22 | 9.81 
Current delivery (Mar.) 196.60 | 199.60 179.40 158.75 £: 
May delivery 202.40 | Domestic 3 years t n.a. n.a. | 9.363 
Rice Bangkok (8) 10 years t n.a. na | 10.4325 
5% white fob 300.00 295.00 273.00 205.00 international 3-5 yearst 9.33 9.33 9.45 
Soyabeans Chicago (6) | 7-10 yearst 9.66 9.88 9.71 
Current delivery (Mar.) 609.40 | 631.60 533.00 498.75 NZS: | 
ë May delivery T 616.40 Domestic 3-5years! | 15.27 15.90 | 18.65 
Cocoa ondon : 7-10years! | 13.85 1440 | 15.70 
Current delivery (Mar.) 1,079.00 1,150.00 1,133.00 1,132.00 international 3years* | 17.448 | 17.148 | 17.148 
Printed TR " 1,098.00 7-10yearst | 14.18 14.543 | 15.92 
: onda i SFr: 
Current delivery (Mar.) 1,210.00 1,194.00 1,242.00 1,618.00 
May delivery 1,235.00 Es yearst 4.08 5.01 5.34 
Sumatran light 17.10 17.35 18.30 200 17.56 ECU: | 
Brent London at 16.05 16.50 18.90 18.30 3-5 yearst 7.11 7.18 7.36 
7.33 8.37 8.48 


7-10 yearst 
tf) £atonne (22M$akg 3) US$anoz  (djUScalb (5)M$atonne (6) US¢ a 60 Ib bushel 
(7}US¢ a S6ib bushel (8) US$atonne (9) Mea kg (10}S$atO00kg (11)USSabarrel Source: Telerate, Reuter. 
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ECONOMIC INDICATORS — SELECTED ASIAN COUNTRIES 
















INDONESIA JAPAN 





Economic Growth % (real) (1) 
1987 
1988 


International Reserves (5) 
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US$14.95b US$5.06b US$77.64b 
(Sept.) (Oct.) (Nov.) 
Year earlier US$11.30b US$4.53b US$42.03b 












Trade Balance (total merchandise) 


































































































































Latest 3 months —US$0.37b +US$0.002b +US$1.47b(9) +US$19.40b(6) 
(June-Aug.) (Oct.-Dec.) (June-Aug.) (Aug.-Oct.) 
Previous 3 months —US$1.27b +US$0.81b +US$0.81b B US$20.00b 
Year earlier —US$2.70b +US$0.16b +US$0.74b +US$24.23b 
Exports (7) 
Latest 3 months US$7.45b US$9.93b US$13.82b US$4.61b(9) US$58.53b(6) 
% change previous 3 months +14.2 +11.2 +3.4 +21.5 +2.2 
% change year earlier +13.3 +22.2 +30.2 +36.9 +6.5 
Imports (8) 
Latest 3 months US$7.48b US$10.3b US$13.82b US$3.14b(9) US$39.13b(6) 
% change previous 3 months +6.9 +1.0 +10.0 +5.1 +5.0 
% change year earlier +9.9 —4.5 +32.2 +19.4 
Consumer Prices 
Base 






July 80-June81=100 | May-July 1986=100 |Oct. 04-Sept öm 100(2) 
170.0 2.0 


Latest 3 months index average 107.73 




















































(July-Sept.) (May-July) (oct. -Dec.) (June-Aug.) 
% change previous 3 months *1.7 +17 +1.6 +4.6 
% change year earlier +8.3 +3.5 +6.7 +8.9 
Money Supply (3) 
Latest A$125.23b(10) Rmb 594.12b HK$310.91b Rs 1.51t(10) 
(Dec.) (Mar.) (Dec.) (Oct.) 





+1.2 
+15.1 


% change previous month 
% change year earlier 





Economic Growth % (real) (1) 





1987 5-2. . : 12.2 10 5.6-6.6 
1988 .5-6. 7-9 6-8 5.8-6.2 
International Reserves (5) 
Latest US$0.78b US$13.72b US$4.49b US$64.9b US$3.84b 
Oct. (Nov.) (July) (Nov.) (Sept.) (Nov.) 
Year earlier i US$1.23b US$12.75b US$3.69b US$38.2b US$2.68b 
Trade Balance (total merchandise) 
Latest 3 months —US$0.23b —US$0.73b +US$2.55b(6) +US$5.09b —US$0.38b 
(Sept.-Nov.) (Aug.-Oct.) (Oct.-Dec.) (Sept.-Nov.) (Sept.-Nov.) 
Previous 3 months r —US$0.21b —US$1.10b +US$1.68b +US$5.42b —US$0.51b 
Year earlier : +US$0.04b —US$0.87b +US$2.03b +US$4.33b —US$0.34b 
Exports (7) 
Latest 3 months r US$1.54b US$7.83b US$13.80b(6) US$14.58b US$3.13b 
% change previous 3 months f +4.1 +12.9 +11.6 +1.4 +6.7 
% change year earlier f +21.3 +36.1 +37.5 +34.0 +42.5 
imports (8) 
Latest 3 months f US$1.77b US$8.56b US$11.25b(6) US$9.49b US$3.52b 
% change previous 3 months *14.3 *4.7 +6.6 —5.3 +6.0 +2.1 
% change year earlier f +43.9 +29.2 +40.5 +45.0 +38.7 
Consumer Prices 
Base 1978=100 June 82-May 83=100 1980=100 1981=100 1976=100 
Latest 3 months index average A R 103.16 151.9 106.28 204.5 
(July-Sept.) (Oct.-Dec.) (Aug.-Oct.) (Aug.-Oct.) 
% change previous 3 months 5 4 +0.6 41.5 +1.7 +1.2 
% change year earlier 5 $ +1.1 +5.1 —0.6 +2.8 
Money Supply (3) 
Latest P139.5b S$35.84b Won 40.33t NT$3.81t Baht 795b 
(Oct.) (Oct.) (Dec.) (Sept.) (Dec.) 
% change previous month . —0.4 +3.0 +2.0 +1.5 +1.6 
% change year earlier ^ +13.1 +20.0 +19.2 +26.0 +17.5 
(1) Official and other estimates of GDP (GNP in Japan) (2) Consumer PricelndexA (3) M2 or currency plus bank deposits (4) Peninsular Malaysia only 
(5) IMF definition of reserves minus gold except for Singapore (6) Customs basis (7) fob (8) cif (9) Excluding petroleum products (10) M3 Source: Official statistics. 
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Pessimism clouds sentiment 


SEOUL was one of the few markets in Asia to remain bullish in the period to 1 Feb. The Philippines led losers 
amid a sharp fall in world copper and gold prices. 


SEOUL: The market gained 10% dur- 
ing the period, capped by the largest 
ever one-day gain. All sectors gained. 
Trading companies, which are expect- 
ed to benefit from increased trade with 
Eastern Europe, gained 25% while 
machinery shares were up 17.5%. 
Daewoo Corp. rose 25.6%. Volume 
rose to 14.8m shares a day, worth Won 
264.7b (US$339.4m). 


MANILA: The market drifted lower on 
continued softness of copper and gold 
prices on world markets and the lack 
of favourable news from the closely 
watched Victoria drilling project. 
Average daily urnover was P116.3m 
(US$5.6m), down 5.7%, for 905.46m 
shares, down 46.8%. Among mining 
issues, Lepanto B fell 15% to P0.55 
while Atlas B declined 19% to P28. 


HONGKONG: The market continued 
downwards amid a mood of pessimism. 
Even an announcement by the Cheung 
Kong group of a massive property 
development plan failed to lift market 
sentiment. Cheung Kong was actively 
traded and closed at HK$6.55 (84 US 
cents), down 25 HK cents over the 
period. Turnover for the period fell to 
1.0/b shares, worth HK$2.84b. 


TOKYO: The market gained more 
ground, extending the rally for the 
fourth successive period, thanks to a 
steady yen-US dollar rate and rosy eco- 
nomic prospects. Blue chips and chem- 
icals found favour, but financials and 
trading houses lagged. Sumitomo 
Chemical fell ¥44 (34 US cents) to 
* 911. Daily turnover was a moderate 
664m shares, worth ¥674.3b. 


AUSTRALIA: The market started on 
an uptrend but ended on a negative 
note as gold succumbed to heavy sell- 
ing, sparked by a US$12.30 fall in the 
price of gold. TNT launched a surprise 
A$170m (US$120.6m) takeover bid for 
Cumberland Credit which finished at 
80 A cents, 5 A cents above the offer. 
A total of 377.6m shares, worth 
A$614.5m, were traded. 


NEW ZEALAND: The market drifted 


down, setting a new low for the year 
each day. A political dispute over tax 
proposals between the prime minister 
and his finance minister did little for 
morale. Brier y ended the period 
down 18 NZ « nts (12 US cents) at 
NZ$1.33. Fletcher Challenge finished 
at NZ$4.20. Volume for the period 
totalled 37.53m, worth NZ$42.76m. 
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SINGAPORE: High prices deterred 
buyers at the start of the period but 
heavy selling of DBS Land by foreign 
funds attracted local buyers. The mar- 
ket turned quiet again on news of 
Singapore's exclusion from the US' 
Generalised System of Preferences, 
bringing down the average daily vol- 
ume to 21.9m shares, worth S$34.2m 
(US$17m). DBS Land fell to 93 S cents. 


KUALA LUMPUR: Trading was sub- 


dued for most of the period as investors 
waited for the outcome of a political 
court case. Interest picked up in re- 
sponse to improved sentiment on over- 
seas exchanges, however, with selected 
stocks showing heavy turnover. Land- 
marks finished unchanged at 47.5 M 
cents (17 US cents). Volume averaged 
14.3m shares a day, worth M$20m. 


BANGKOK: The market failed to re- 
spond to a one-point rise in inter-bank 
interest rates to 7.5%, the full subscrip- 
tion of the overseas US$40 million 
Siam Fund, or the US' planned with- 
drawal of import privileges from four 
Asian NICs, which should benefit 
Thailand. Average turnover was 2.9m 
shares a day. Thai Carpet rose Baht 36 
(US$1.4) to Baht 296. 


TAIPEI: The index held steady over 
the period, though day-to-day trading 
was volatile. The election of President 
Lee Teng-hui as acting KMT chairman 
on 27 Jan. supported a mid-period 
rally. Average daily turnover was up, 
at NT$17.4b (US$608m). Far Eastern 
Textile gained NT$4, or 6.7%, to 
NT$63. Formosa Plastics rose NT$3.50 
to NT$68.50, a 5% rise. 


BOMBAY: Equities recovered mod- 
estly towards the period's close with 
pharmaceuticals leading the market on 
the announcement of an upward revi- 
sion in the prices of certain formula- 
tions. Hoechst scored a hefty gain of Rs 
170 (US$12.9) to Rs 650 and Escayef 
rose Rs 10 to Rs 216.25. Carryover 
charges remained high at an annualised 
rate of 24%. 


NEW YORK: Blue chips ended the 
period on a down note in mixed trad- 
ing. Profit-taking trimmed most of the 
previous period's gains amid uncer- 
tainty about interest-rate trends. 
Utilities took the brunt of selling. 
Turnover totalled 903.7m shares. The 
Morgan Stanley Capital International 
Index finished the period ending 29 
Jan. at 417.2 points, down 12.8. 
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POINTMENTS 


~ RESEARCH FELLOWSHIP 
IN ASEAN AFFAIRS 


d: Applications are invited for two Research fellowships available at the 
j institute of Southeast Asian Studies. 
| These Research fellowships are limited to applicants who are nationals 


HUMAN RIGHTS IN SOUTH 


Amnesty International needs a Researcher t i 
rights violations in South Asia including P: 
S/he will document cases, prepare reports ar 


| or permanent residents of n Sah: on a oe basis, be taken by Amnesty International particulari 
. Nationals or permanent residents o ailand and Indonesia are ; | | kaastaart i 
| eligible to apply for the next round of fellowships to be awarded in D ES trial procedures, treatment « 
;/: 1988. : : 


Candidates must have proven research skills 
sound political judgment, the ability to work 
sure, together with first hand knowledge of 
Familiarity with common law legal systems. 
English is required, and a knowledge of Urdu 
desirable. e" 


SALARY 


| Qualifications: 

|. Within the foregoing, preference will be given to those candidates with 

|j. Ph.D. or equivalent qualification, or those with first-hand high-level 

j experience in ASEAN affairs, and who are in a position to complete their || 
Eo proposed projects in the stipulated period of each Fellowship award. 

Duration of Award: 

Each award can be for any appropriate length of time, up to a maximum 
j| period of tweive months. Extension beyond this period will not be 
|^. fensidered. 

Nite cus of Research: 
«ie area of research can be any topic pertaining to developmental and 
associated problems of ASEAN, with special emphasis on publishable 
research. 


Research Projects: 

Research projects submitted for consideration should be well thought- 

out and be as complete as possible in. terms of aims and objectives. 

Scope. schedule of work, and so on. 

Stipend/Housing Subsidy: 

Each Fellowship carries a stipend and a housing subsidy amounting to 

5$2,300 to $$3.000 per month, the actual amount provided depends 

on candidate' s qualifications and experience. 

Other Benefits: | 
] in addition, travel, research allowances, and medical care are aiso Be amnes 

provided. | c i 
All applications, giving full details, should be sent directly tothe respective 
ASEAN Nationa! Secretariat of the nationals concerned. 


Starting at £12,525 pa risin 
(under review) OUR 
(annual increments, index-lir 
CLOSING DATE FOR RECEIPT OF COMPLE” 
FORMS: 29 FEBRUARY 1988 Cs e 
INTERVIEWS SCHEDULED FOR WEEK. CO 
MARCH 1988 E 
For further information and an application forn 
Personnel Office, Amnesty International, Inte 

1 Easton Street, London WCIX 8DJ, United 
Tel: (01) 837 3805 (24 hransaphone) .- 





- internat 





























PERSONAL 


S.E. ASIA 
FIELD REP 


Oxfam America, a non-pro- 
ft international develop- 

ent and disaster relief 

ency, has an opening for 
a Field Representative for 
Southeast Asia. Position 
based in Boston (USA) for 
approx. 2 years, then move 
to field office with two year 
contract. Develop, articu- 
late and implement regional 


Prot rte 4 rr der unser ee YHP Pet Parr rt Herde rr rr er mater FMF A nmm eit NP AA PHAR OUAHMLAA RR EA Mr RATEN MIR 


PACIFIC CENTRE — HONG KONG (^A 
The Ist Business Centre on Kowloon side — can offer you a bright, 
new, attractive office in a prestigious location in Tsim Sha Tsui. We also 
supply Rent-a-Desk, Instant Companies, Address Services, Sec facilities, 
Accounting, Filing. Telex, Fax and, in fact, all Business Services. 

9th & IOtl/F, Bank of America Bldg., 1 Kowloon Park Drive, T.S.T., 
Kowloon, Hong Kong. Tek 3-7210880 
Telex: 56443 WATC HX/33412 PCFCT HX Fax: 3-7239005/3-7395907 







THE 
DIPLOMAT HOTEL 
2 CHESHAM STREET 
BELGRAVIA 
LONDON SW1X8DT 
TEL: 01-235 1544 
TELEX: 941 3498 EXECUT G | 
FAX: 259-6153 

Single: £42.50 + VAT 
Double/Twin: £58.50 + VAT 
Ali rooms with private facilities, col- 
our television, direct dial telephone, 
hairdryers, coffee and tea makers. 























COMPANY CONSULTANCY LIMITED 


Our specialist consultants provide com- 
prehensive business advisory services 
which include: 

| * identification of and solving company 


This space is 

























iO umpsemen A Substantial breakfast served in Biera reserved for 
programs. Requires practi- bedrooms. * Establishing contacts and securing me 
cal and academic under- uie icona büsndbs 
ant nao o ihesa A ng up ! Advertisements 
standing of Southeast Asia, ! * Incorporation of companies v S 
with 3+ years rural deve- UK IMMIGRATION * Company secretaria! matiere 
lop . in the i ialist professional firm + Business services & valuations | | 
lopment PAP: n the regn, Spec alist pos : * Financial aca Sid pannin Reservations 
proven administrative and provides complete service « Taxation services & planning should be 
communications skills. To for clients requiring UK im- . Boc Mieping and accounting ser- addressed to: 
apply, send cover letter migration. Free booklet on * Reinvoicing transactions 
and resume as soon as UK immigration rules and ee ocu fnm Caed Maree: 
possible to: Oxfam procedures available from: s Fie ^u Far Eastern Economic Renea 
America; - Recruitment | * insurance AGV & broking 15th Floor, 
‘Aavami : . DAVID GARRICK & CO 758, Star House, 3 Salisbury Road, 80 Gloucester Road 
^ " Att: Kowloon, Hong Kong. Tel: 3-7398298 GPO Box 160 
B way; Boston, MA v4 1de Walden Court Telex: 33055 COMCL HX Fax: 3-7398266 bg. 
p T e A | » 85 New Cavendish St. Hongkong 
USA. Affirmative It: London W1M 7RA If vouh Sihi Tel: 5-293123 
qual Opportunity Tel: London 486 8142 ere roe Telex: 62497 REVAD HX 
si f ui c: E tosay...sayit 
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EU ROPE/ IN MASTER’S 
IN INTERNATIONAL 


BUSINESS 


[S [mJ U L8 


EMIB offers you: 
€ a twelve-month fuil-time intensive program in International Business. 





EMIB gives you the unique opportunity to: 
e work with a highly qualified faculty drawn from all over Europe 
e be part of a multinational team of participants 
e view Europe as a single marketing entity 
e use your managerial skills for an in-depth analysis of a business issue 
(the European Project). 
EMIB is designed for managers: 
e who already have a university degree and at least three years 
of business experience. 
The EAP-EMIB Program is accredited by the C.G.E. (Conférence des 
Grandes Écoles), an organisation of the leading French graduate schools 
in Engineering and Business. 








For further information, contact : EMIB Adis ion Office 
EAP - École Européenne des Affaires 

108, Boulevard Malesherbes. 75017 PARIS 

Tél. : 47.54.65.00 (ext. 6496) or 4754.65.78 

Télex : EAPFRAN 6406T F - Téléfax : 42.6746 19 

PARIS - OXFORD - BERLIN - MADRID 


A world of 
opportunities. 


You can earn a Master of Science degree in Inter- 
national Business at Saint Mary's College of California 
in 12 months of full-time study. The curriculum of this 
highly regarded program includes study in economics, 
finance, marketing, law and business strategy. Students 
can expect small classes, a highly qualified faculty, and 
a practical approach to business education. Graduates 
of this program have gone on to a wide variety of 
management positions in international and domestic 
businesses. 

Saint Mary's College is 21 miles east of San 
Francisco, making the cultural, social, and economic 
opportunities of the San Francisco Bay Area easily 
accessible to students. Admission to the program is 
competitive, but qualified candidates with degrees in 
any academic discipline are encouraged to apply. 
Classes start in October, 1988. For information, write 
to the Graduate School of Business, Saint Mary's 
College, PO. Box M, Moraga, CA 94575 U.S.A. Or call 
2 376- 3840. 


Saint Mary's College 


B Graduate School of Business 
yw” Distinguished business education since 1868 




































PROPERTY - 


This exceptional 
situated in the tranquil foothilis of the 
Laurentian Mountains, 100 km 


| northeast of Montreal on Lake Mon- 
dor, is truly a Hunter's paradise, yet 
offers serene luxury for the entire. 


family, and is also ideal as a Corpo- 
rate Executive retreat. 

A nearby ski resort offers down- 
hill and cross country skiing, and 
miles of impeccable countryside en- 


| tices hours of joyous snowmobiling. 


For warmer times, try your skills at 
three — 18 hole golf courses, each 


| within a 10 min. drive. 


How's this for excitement! Your 
own private airstrip, including two, 2- 


seater planes that land on ground or | | 
prime piece of real estate is not only 


water. Or perhaps you'd prefer dirt 
bike racing on your own private track 
— with a selection of 12 racing 
bikes? 

if it's luxury you're after, this ex- 


| quisite 2 yr. old landscaped log- 


home has a full security system and 
is beautifully decorated and fur- 
nished throughout. The 14,000 sq. 
ft. of living space, features mostly 
cathedral ceilings, and 6 bedrooms, 


| 7 bathrooms, and guest quarters. 


Aiso, there is a sound insulated of- 
fice, family/game room complete 
with audio/video entertainment 
centre, solarium with sunbed, a 





Hyde Park Sq. W2 


Subject to contract. 


i | jenem ettet md 2 FIRST PACH DIES 
PROPERTIES UMITED 


| FORSALE PRIVATELY 


A 4,500 ACRE 
DEER RANCH 


| North America's only large- 


scale ranch for the breeding | 
and raising of deer to provide 
fresh venison to the growing | 


| U.S. and international gourmet | 


food market. 4,500 acres of the - 
finest pasture and woodland in 


| upper New York State near the 


Canadian border, with a beauti- 
ful 6-bedroom farmhouse over- | 


| looking an 86-acre lake. The 


ranch currently runs 1700 deer 
with complete deer-handling 
facilities and America’s first | 
and oniy U.S. Department of | 
Agriculture approved and in- | 
spected slaughter facility for 
venison. 

Price upon request: BOX 641, 
RHINEBECK, NEW YORK, 
12572, U.S.A. 


Maximise Effectiveness... 
Maximise Cost. 
in the Classifieds! 


property, 


£ ondon Apartments For Sale 


Luxury spacious flats within moments 


b of the West End ready this Spring. From £3 20,000 


PAC j HONG KONG Tel: 5-254418 


4632 i indoor qoot; and an under- - 


ground tunnel connecting the gar- - 


age-hall with the main house. This- 


garage storage-hall is over 7,000 
sq. ft. and accommodates ail the re- 
creational equipment plus caretak- 
ers office and a workshop. The regu- 
lation size tennis court rests atop 
this area. 

Included in this package is a 550 
acre hunting property with a fully 
equipped lodge, located approx. 
100 km north of the main property, 
and is accessible by car or plane. 
The land is rich with black bear, 
moose, wolves, fox and many other 
species. 

At $2,950,000 Cdn. dollars this 


an exceptional value, but alsc 
creational dream come true. 
not make it yours! 

For further information and a full 
colour brochure, please contact: 





150 JAMES STREET 
ST. CATHARINES, ONTARIO 
CANADA L2R 5C5 i 
TEL. (416) 684-8888 
FAX. (416) 684-5984 













Hampton & Sons 


è Aslingten Stress, London SWIA TRE 
Teher: 25341 Tel Q 491-8222 




















to miake aporopdats en- 
quiries and take appro- 
priate advice before 
sending any money, in- 
curring any expense or 
entering into a binding 
commitment in relation 
to an advertisement. 
The Far Eastern Econo- 
mic Review shail not be 
liable to any person for 
loss or damage incurred 
or suffered as a result. 
of his/her accepting or 
offering to accept an 
invitation contained in 
any advertisement pub- 
lished in the Review. 















Pacific Tour 1988 


SYDNEY AUCKLAND SINGAPORE HONGKONG TOKYO 
7 & 8 March 10 &11 March 15 &16 March 30 & 31 March 6&7 April O 





> For: Forex dealers, currency traders and hedgers, brokers, fund managers, O 


K investment advisors and all other investors or traders, with or without y 
Je Aia experience of technical analysis. O 


a! 


ET Teat, fantastic raal is gave 
me a different and obviously successful 
K approach to chart analysis, strategic po- 
? sition-taking, profit preservation and 
minimizing losses." 
K Investment Manager, Auckland 
“Most enjoyable and productive, with 
much practical insight into behavioural 
j psychology. Both content and speaker 
highly recommended.” 
Corporate Treasurer; Tokyo 


“Excellent! I feel much more confident 
K now in chart analysis.” 
J Private Investor, Singapore 











| "Very good - I found this seminar most 


interesting and educational. It has cer- O 
tainly been beneficial to me, towards X 
better understanding and application of © 


the charts. I would definitely recom- X 
mend the course." 
Trader, Hong Kong O 


“The most simplified and logical com- X 
mon-sense approach to a highly com- O 
plex and technical subject. Thank you X 
very much." 

Financial Analyst, Sydney O 


"It was marvellous, I got a lot from it.” X 
Forex Dea ler, Tokyo 





K [For further information and a brochure, contact: FE ema | X 
J | Karen Warrington, Chart Analysis Ltd, 7 Swallow Street, London W1R 7HD, UK |. JO 
X | eephonp. 01-439 4961 Telex: 269884 CHARTS G Fax: 01-439 4966 IX 
J | Name lO 
(BLOCK LETTERS PLEASE) | X 
Firm 
Addr i 
jress 
X | |X 
3|ILL———————  —=”>~="”"”"9”"*=—"”"”nn”’==”. "=="-.nnan - JO 





KOXOXOXOXOXOXOXOXOXOXOXOXOXOXOX 


. NOTICE 


CÓ ————— RARI 


COPYRIGHT REPRINTS 


The combined efforts of the Far Eastern Economic Review's lar 


e and highly skilled editorial 


team have made it the premier source of information for those who do business, or have an in- | 


. terest, in or with Asia. 


Asa testimon n to the publication's editorial quality, many Review articles have, over the years, | 


been ferent 
world. 


in newspapers, magazines, educational textbooks, newsletters etc throughout the 


Should you as an editor, publisher or on behalf of an organisation, educational establishment etc 
wish to enquire about our reprint and copyright charges, please address your correspondence to: 


“Managing Director 

Review Publishing Company Limited 

GPO Box 160, Hong Ko 
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[LETTER FROM HONDO 


j? this majestic brace of islands 50 km 
southwest of Kyushu’s old castle city 
of Kumamoto, the isles of Amakusa rise 
like hazy purple masses from a tur- 
quoise ocean. It was here and nearby 
Shimabara in the 1600s that Christianity 
was nearly exterminated throughout 
Japan in a bloody collision between the 
Tokugawa Shogunate and the followers 
of an obscure sage. named Amakusa 
Shiro. 

Today, one is unaware of Amakusa’s 
idiosyncratic place in history strolling 
the streets of Hondo City, a pleasant 
seaside metropolis still dependent on 
hundreds of stout fishing skiffs that ply 
the surrounding waters for red snapper 
and succulent, but bitter-tasting local 
crab. The town is a crazy-quilt of mod- 
ern Japan, a patchwork of shopping 
malls, cut-rate shoe stores and video ar- 
cades. 

But Hondo has a haunted side: its old 
battleground and cemetery-straddled 
mountainsides are ghostly re- 
minders of a past that forces 
itself on the present like 
sheets of typhoon-lashed rain. 

During 1637-38, the op- 
pressed peasantry and mas- 
terless samurai of the Christ- 
ianised Shimabara Peninsula 
and Amakusa islands re- 
volted against their overlords 
following spates of persecu- 
tion, uniting behind the 
figure of a clairvoyant, some 
say effeminate, youth who, 


legend holds, reached 
Europe, perhaps even the 
Vatican, aboard a Por- 


tuguese trading ship. He re- 
turned to Kyushu preaching a 
patois of Christian, Buddhist 
and Confucian precepts at a 
critical point in history. As in 
the teeming slums of Central 
America, Christianity in Ja- 
pan, for a brief moment, became an en- 
gine of social protest. 

It was the last and bloodiest insurrec- 
tion in Japanese history until the Meiji 
Restoration 230 years later, when 
another whirlwind from the South — 
from the outcast domains of Choshu 
and Satsuma — shattered Tokugawa 
power forever. 

Records say the day of Shiro’s birth 
was marked by a blazing sunset and 
prophesies years before foretold a 
youth with a “beautific face” who would 
appear to save the downtrodden island- 
ers. 

The rebels, numbering some 37,000 
men, women and children entrenched 
in Shimabara’s dilapidated Hara for- 
tress defying a besieging army of 
100,000 men and the supporting barrage 
of a Dutch vessel for three months until, 
short of food and musket shot, they 
were annihilated. 


78 


Christianity outlived the relentless 
hunt for survivors in the rebellion’s 
wake, enduring in crypto-Christian 
communities after the final crucifixions 
passed. It ceased, though, to be a major 
force in Japanese history, ineradicable 
yet relegated to a minor role through 
modern times. 

What might have been ends on top of 
a wooded hill not far from Hondo's city 
centre: a vine-covered dome containing 
the ashes of a thousand of Shiro's fol- 
lowers which in appearance looks not 
unlike a bishop's hat. It is called laconi- 
cally, “Monument, Battle of Martyr- 
dom.” It marks a road in a historical 
wood leading nowhere, a few powerful 
notes fading to a coda. 

Nearly 350 years since the massacre, 
Japan is undergoing one of its periodic, 
albeit fickle, reappraisals of history. 
Unnoticed in the uproar from Asian 
neighbours surrounding Tokyo's con- 
troversial school textbook revision is 


Monument to the fallen rebels. 





popular interest in the life of Date 
Masamune, the Christian lord of Sendai 
Province, who sent a mission to Rome 
when Japanese xenophobia was at its 
height in the 17th century. To some, 
Date represents a bridge between East 
and West, a symbol for the inter- 
nationalisation of Japan. He is also the 
choice of NHK, the government's pre- 
mier television network, for an orgy of 
mass media documentaries. 


l^ years past, the campaign focused 
on historic personages such as ll 
Naosuke, the shogunal adviser who 
counselled against firing on Perry's war- 
ships in 1853, but now the bookshops 
are crammed with tomes on Date. His 
statued visage decorates even the 
latest NTT telephone credit cards, a 
sure sign of fashionable resurrection. 
As the 350th anniversary of the 
Shimabara uprising draws near, an in- 





creasing number of writers are also 
turning to the life of Amakusa Shiro to 
probe larger questions facing Japanese 
society. Some are fascinated with the re- 
bels' conviction that it was better to sac- 
rifice themselves in an apocalypse 
rather than recoil in the face of certain 
defeat. 

Others argue that the materialism 
of the superstate has engendered a spiri- 
tual crisis in which Shiro's example rip- 
ples attractively across the Japanese 
psyche. It also provides a distant and 
hence, more comfortable, cause for 
flection than the suicidal sorties of .... 


Pacific War which are still too 
painful for most Japanese to 
contemplate. 

Unlike China, foreigners 
note the lack of a social rev- 
olutionary strain in Japan, 
which had limited exposure 
to the upheavals shaking the 
West and the rest of Asia. 
The huge anti-establishment, 
anti-American demonstra- 
tions of the 1960s and 1970s, 
for that matter, have almost 
wholly vanished. Pre-war flir- 
tations with socialism were as 
rudely silenced as any Christ- 
ian revolt. Most Japanese, 
however, declare the ques- 
tion moot, since decades of 
prosperity have fostered the 
most progressive society in 
the nation's history. 

A few naysayers persist 
one social commentator com 
pares the post-war democracy to the 
cormorant-fishing that  characterises 
Japan's Uji and Nagara rivers. “Is 
it every third of fourth fish we are 
allowed to swallow?" he quips. As 
foreign criticism of barriers to im- 
ported goods and services mount, more 
cosmopolitan Japanese bewail the 
country’s myopic insularity. To this 
extent, the looking glass of present 
woes is throwing long-suspected in- 
adequacies in the national character 
into sharp relief. Through hindsight, 
some wonder if significant historic in- 
gredients, common to other cultures, 
were left out of Japan's much-vaunted 
success formula. 

Could Christianity have triumphed 
in Japan? Perhaps not. Machiko 
Ishibashi, a Tokyo-based freelance 
writer notes, "Christianity still conveys 
a sense of being invaded to most Japan- 
ese." — Doug Tsuruoka 
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Hope for Burma 
~My Shan brother-in-exile's letter [14 
-Jan.] was quite factual and I can fully 
inderstand his "lament." From his in- 
duction, it is probable that his father 
ind mine were friends and our period of 
"exile" from Burma may be about the 
.same. I would like to supplement and 
. update certain points he raised in his let- 







been said that it is quite a feat 
ailed so miserably for so long 
nation so rich in resources and 
nd Gen. Ne Win deserves full 
it. The free world in general, and 
Burmese people in particular, have 
ed and condemned his quarter-cen- 
“tury mis-rule, and he himself has admit- 
-ted to the past mistakes of his govern- 
ment. His regime's pending application 
before the UN for the status of a least- 
developed country is the strongest pos- 
sible proof of political and economic 
mismanagement and repression since 
the general took over the democratic- 
ally elected government of Burma by 
-force of arms on 2 March 1962. 

However, I see no possibility of a de- 
spotic socialist-military regime in power 
ever freely relinquishing that power in a 
democratic vote of the kind understood 
in the free world. Ne Win is adept at 
self-survival and because of his declin- 
ing years and indifferent health he may 
‘yet be tempted to go and live in Europe 
on his hoard of millions. Should this 
happy turn of events occur, his desig- 
nated heirs are unlikely to be able to 
hold their position for long because of 
their mediocrity, since their master has 
brooked no rivalry and has eliminated 
his seniors and the talented, besides the 
brain drain of those Burmese who had 
to leave for various reasons. Con- 
sequently, internecine strife could deve- 
lop, probably between the despot's 
stooges and the young colonels, aggra- 
vated by the prevailing civil war with 
ethnic resistance forces and communist 
rebels, exceeding the intensity of the 
battles in the early years of indepen- 
dence, when Rangoon had to stand 
alone. 

The recent, and second, so-called 
demonetisation, an arbitrary act which 
made legal tender illegal, was plain day- 
light robbery. If it was meant to resolve 
the black-market problem, why is it that 
it still flourishes? 

Some of us in exile or living abroad 
have not been afraid to speak out. 
Seven years after the coup when U Nu 
and other leaders were freed from in- 
carceration, U Nu made declarations 
from London, Phnom Penh, and east- 
„ern Burma, as the prime minister, de 
- jure, of the constitutionally elected gov- 
“ernment of Burma, that his government 
with the assistance of the combined 
patriotic forces comprising all ethnic 











groups, would seize the initiative to re- 
establish democracy in Burma. 

Individuals and small groups of 
patriotic Burmese in-exile have en- 
deavoured to keep the flames of demo- 
cracy burning by publishing news about 
the true situation in Burma which in 
turn was conveyed to foreign leaders 
and the media besides other compat- 
riots abroad, but such efforts were 
handicapped by finance and languished. 

Now, the exiles have rallied under 
the banner of the Foundation for 
Democracy in Burma (FDB), formed 
early in 1987 in Washington, with chap- 
ters in other countries, with the de- 
clared aim of restoring internal peace 
and harmony, returning democratic 
processes, and rebuilding the Union of 
Burma through the establishment of 
a federal republic. One significant 
achievement of the FDB was to have 
been invited to the second congress of 
the National United Front held in 
Burma in July last year by 10 major 
ethnic resistance organisations, and to 
have obtained their consensus that 
secession from the union was no longer 
their objective, and that they desire to 
remain in the union under a federal 
form of government. The FDB's 12- 
point proposal towards national recon- 
ciliation addressed to the military re- 
gime in February 1987 has not received 
a response. 

ere is now hope for the future 

peace and prosperity of our motherland 
if and when democracy can be re-estab- 
lished in the country. 


Canberra Kin Oung 


Wrong figure 

In the ECONOMIC MONITOR on Pakis- 
tan [REVIEW, 24 Dec. '87] the figure of 
deficit financing for 1986-87 has been 
quoted at Rs 11.7 billion (US$668.60 
million) phos correspondent Husain 
Haqqani. This figure is not correct. Ac- 
cording to the annual report of the State 
Bank of Pakistan for 1986-87, the actual 
deficit financing resorted to in 1986-87 
was only Rs 10.9 billion. 

Government borrowings inclusive of 
borrowing for commodity operations, 
and taking into account the effect of the 
Zakat fund with the State Bank of 
Pakistan, amounted to only Rs 10.2 bil- 
lion in 1986-87. Syed Mahdi Mustafa 
Karachi National Bank of Pakistan 


Share trading 


I was heavily invested in the Hongkong 
stockmarket on 19 October 1987. [have 
proof that during that fateful week 
Hongkong shares were being traded 
through Australia, whereas my broker 
in Hongkong was unable to trade until 
26 October. 

Obviously, this unauthorised action 
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. exacerbated the free fall. This episode 
has disillusioned and disgusted me and, 
as an international investor, Hongkong 
is one market I will never invest in 
again. 
The game cannot be fair if the play- 
ing field is not level — which in this case 


it certainly was not. 
Stellenbosch, South Africa Robert Hall 
Fragile and vulnerable 


Asia Watch's Jack Greenberg [LET- 
TERS, 26 Nov. '87] condemned the Singa- 
pore Government for detaining 22 per- 
“sons under the Internal Security Act for 
involvement in a Marxist conspiracy, 
claiming that, “the world community 
has long recognised that certain funda- 
- mental freedoms cannot be denied, the 
. popularity of the government not- 
“withstanding.” 

The Singapore Government was 
elected by the people of Singapore, and 
speaks and acts on their behalf. Who 
elected Greenberg to represent “the 
world community”? 

Greenberg repeats points which I 
have dealt with in previous letters to the 
REVIEW. Those arrested were not dis- 
senters or political opponents who 
“openly pursued peaceful efforts to en- 
courage social and political change and 
did not advocate violence.” They had 
been involved in a conspiracy to subvert 
and destabilise the country to establish a 
Marxist state and for this purpose were 
infiltrating religious and other bodies 
and building up pressure groups for 
confrontation with the government. Ac- 
cording to Vincent Cheng (a central fi- 
gure in the plot), this would start with 
peaceful protests, escalating to mass 
events, “leading to public disorder and 
maybe even rioting, bloodshed and vio- 
lence.” Documents seized and state- 
ments made by others who were ar- 
rested confirm this. Such activities can- 


tion, 

Greenberg questions the “highly 
edited” televised press interview with 
Cheng. The interview had lasted four 
hours, and had to be edited to less than 
one-and-a-half hours for telecast [LET- 
TERS, 12 Nov. '87]. Neither Cheng, his 
lawyer nor his interviewers has alleged 
that the editing had distorted Cheng's 
words, or disowned the statements he 
has made. 

As for the "reports that detainees 
were subjected to several forms of mis- 
treatment during interrogation," no de- 
tainees have complained of or sought 
legal redress for torture or coercion. On 
the contrary, several freed detainees 
have stated publicly that they were well 
treated. Illegal use of force is a criminal 
offence which should be ascertained in a 
court of law. If Asia Watch believes 
the Singapore Government is guilty of 
this, it should “put its charges to the 
test.” 

In a published letter to American 
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congressmen in June, the minister for 
home affairs explained why in the Sin- 
gapore context preventive detention is 
necessary even in peacetime. While the 
US has survived a civil war and matured 
as a nation over more than 200 years, 
Singapore has been a nation for only 22 
years. Our multiracial and multi-religi- 
ous society is fragile and vulnerable to 
powerful centrifugal forces and volatile 
emotional tides. Singapore's major 
problem of nationhood is simply to stay 
united as one viable nation. 

With all the progress we have 
achieved, we are still fragile. This is 
not simply the Singapore Government's 
stand. Is also the conclusion of an 
American political scientist who under- 
stood Southeast Asia. The late Prof. 
Robert O. Tilman studied and worked 
in the region for more than 25 years. In 
his book South East Asia and the Enemy 
Beyond (Westview Press, 1987), he 
wrote: 

"Singapore, more than most states, 
needs international political and 
economic stability and predictability if it 
is to prosper, or even survive. Larger 
nations may withdraw to within them- 
selves in troubled times, but a small 
densely populated island offers little re- 
fuge from a major storm. Disruptive or 
subversive actions . . . can destroy Sin- 

apore's credibility as a safe haven for 
oreign capital and expatriate entre- 
preneurship ... And a prolonged and se- 
vere world recession can cripple Singa- 
pore just as effectively as war or subver- 
sion... In brief, Singapore is highly vul- 
nerable to forces over which it has only 
limited control, and it faces dilemmas 
that larger states can avoid or 


minimise.” 


In its short history, Singapore has re- 
peatedly encountered such threats from 
communist as well as racial and religious 
agitators. It was the British who intro- 


| duced preventive detention to cope with 
not be the stuff of constitutional opposi- | 


such dire threats. The usual procedure 


| of court trials, which apply to most crim- 
| inal cases, proved totally inadequate. 
| These legal procedures have been re- 


tained because the problems have not 


| disappeared. 


government has never flinched from 

taking pre-emptive measures against sub- 

versives out to destabilise the country. 
Asia Watch, from the comfort and 


gapore realities in the interests of the 
people of Singapore. If Singapore 
comes to grief because its government 
complies with the standards of Asia 
Watch, will the US or Asia Watch come 


| 
| 
| 
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Asia Watch had asked to send a mis- - 
sion to Singapore to investigate the ar- 
rests. The Singapore Government had 
ace to meet them to explain its point 
of view. Before the mission could arrive 
in Singapore, Asia Watch had already 
reached its conclusions at long distance, 
and published its le the REVIEW, 
rendering fact-find undant. Asia 
Watch officials sho made aware 
how much of a disse ey are doing 
to the human-righ nent when 
they react to eve € 
detention in this 
dered way. — 
















Singapore 


Two sides 
The urge to ce 

strong, even am 
Thus Daniel B 


Jan.] expresse 
REVIEW publishe avid 
Kellogg on Tibe pub- 


does seem "blatantly bigoted. » | 


Furthermore, his wife, Tham Thu 
Hang, a well-known actress in South 
Vietnam during the war, is a grand- 
daughter of the late Ton Duc Thang, 
former chairman of state of North Viet- 
nam after Ho Chi Minh. 
San Diego 


Credit where due 


In TRAVELLER'S TALES [21 Jan.] there 
was a picture of a sign outside an Indian 
restaurant in Pattaya; the sign contains 
a four-line verse, which one might as- 
sume to be of Thai origin. 

So that credit can be given where it is 
due, that verse was written by an Eng- 
lishman, Owen Meredith (Edward 
Robert Bulwer, Earl of Lytton) and is 
from a poem called Lucile (1860), part 
I, canto 2, stanza 24. 

In the same vein is stanza 19 of that 
poem: 

We may live without poetry, music 

and art; 

We may live without conscience, and 

live without heart; 

We may live without friends; we may 

live without books; 

But civilised man cannot live without 

cooks. 
New York 


Luu Van Tran 


Duncan G. Calder 
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r n a region racked by racial conflict, the ethnic Chinese in 
Thailand are in an enviable position. The Sino-Thai com- 
munity has emerged as the dominant economic group, yet 
the natural tolerance and spirit of compromise of the Thais 
have ensured a painless co-existence. Bangkok bureau | 
chief Paisal Sricharatchanya reports on the successful as- 
similation of the Chinese, but finds some observers unwill- 
ing to dismiss the possibility of future friction. At the 
academic level, a debate has stirred over the roots of the 
Thai people: were their forefathers born in China and forced 
to move south, or did the race originate in Thailand itself, 


as some Chinese scholars now suggest? Page 44. 


Cover photograph by Robert J. Ellison/EMPIRE. 





Page 12 

Malaysian Prime Minister Mahathir 
faces a new challenge as his ruling | 
party is declared illegal by the High 
Court and elder statesman Tunku 
Abdul Rahman calls for his resigna- 
tion. 


Page 14 

A Hongkong white paper calls for 
popular polis in 1991 which will result ; 
in less than 20% of the territory's 
legislators being elected directly. 





AP 


Page 15 
Soviet leader Gorbachov's an- 
nouncement of a timetable for the 
withdrawal of troops from Afghanis- 


tan brings a peace settlement closer. 


Page 16 
Singapore workers demonstrate in 
protest at a US decision to discon- 
tinue the generalised system of pre- 
ferences for the republic's exports. 


Page 17 
Northeastern state elections in India 
send mixed signals to the ruling Con- 
gress party and the opposition. 


Page 21 
Taiwan President Lee approves a plan 
to rejuvenate the archaic parliamen- 
tary system dominated by ageing 
mainland deputies. 


Page 32 
The US is more concerned with the 
threat of North Korean terrorist ac- 
tivities in the South during the run-up 
to the Seoul Olympics than with the 
pepe of a direct assault. 








Page 54 

Overseas companies are rushing to 
South Korea to take advantage of a 
buoyant domestic market, but the 
foreign investment boom may be cur- 
tailed by tight credit and foreign capi- 
tal restraints. 


54 

Staff cuts by foreign investment 
. banks and securities firms in Japan in | 
the wake of October's global market 
crash could damage future recruit- 
ment prospects. 


Page 56 

Hongkong's Wah Kwong Shipping 
Group, on the brink of liquidation two 
years ago, makes a second bid to 
have its shares relisted on the local 
stockmarket. 


Page 56 

The indian Government's radical tax 
reform measures become law amid 
widespread business protests. 


Page 57 

A paper firm provides a significant 
boost to Taiwan's fledgling financial 
market by floating a sophisticated 
convertible bond worth NT$1 billion. 


Page 64 
Competition from Asian rivals forces 


: India to modernise its diamond cut- 


ting industry, now the country's sec- | 
ond biggest foreign-exchange earner. 
Page 66 

China's farms successfully provide | 
for the people's basic needs, but they 
appear ill-equipped to respond to ris- 
ing demand for meat and more varied 
food as national incomes rise. 


Page 72 

Under-capitalised and under pres- 
sure from regional competitors, Aus- 
tralias state-owned airline Qantas 
| seeks to expand its route network and 
flight capacity. 
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Philippines’ crackdown 

on urban communists 

A few days after newly ap- 
pointed Armed Forces of the 
Philippines (AFP) chief of staff 
Gen. Renato De Villa said he 
would get tough with the Com- 
munist Party of the Philippines 
(CPP), military units on 3-4 
February raided Manila-area 
homes and captured 20 alleged 
CPP members, including two 
priests. 

However, within two days 
the AFP released five of those 
captured for “lack of strong 
and sufficient evidence,” while 
those still in custody accused 
the AFP of torture, which on 8 
February prompted President 
Corazon Aquino to order an 
investigation. During the past 
six months the CPP has step- 
ped up its urban operations, as- 
sassinating police and military 
personnel. — James Clad 


New US evidence on 
Pyongyang’s air sabotage 
Before the US House of Rep- 
resentatives subcommittee on 
Asian and Pacific affairs un- 
animously condemned North 
Korea on 5 February for “state- 
sponsored terrorism,” the 
committee heard new evidence 
that confirmed Pyongyang’s 
role in the November sabotage 
of a Korean Air flight in which 
all 115 people on board 
perished. 

US counter-terrorism ex- 
perts said self-confessed sa- 
boteur Kim Hyon Hui pin- 
pointed two men known to the 
US as North Korean agents 
after asking her to identify any- 
one connected with the inci- 
dent from a large selection of 
photographs. Identified was a 
North Korean diplomat in 
Budapest, who reportedly 
acted as her control officer, 
and an official she says gave 
her the order to plant the 
bomb. — John McBeth 


Taiwan president to 
hold press briefing 
Taiwan’s Parliamentary Press 
Association, which represents 
journalists who report par- 
liamentary politics in Taipei, 
on 6 February urged President 
Lee Teng-hui to hold regular 
news conferences to explain 
government policies, a practice 
almost unknown in the island’s 
history. 

They have welcomed Lee’s 
decision to hold a news confer- 
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ence on 22 February, and their 
recommendation that regular 
press meetings be held reflects 
a growing demand for political 
liberalisation which appears to 
be peceereiing since the death 
of president Chiang Ching-kuo 
in January. Neither Chiang nor 
his father Chiang Kai-shek 
ever gave a news conference to 
the domestic press after the 
Kuomintang government mov- 
ed to Taiwan in 1949. 

— Shim Jae Hoon 


Hawke loses minister 

and a by-election 

Australian Prime Minister Bob 
Hawke has suffered two politi- 
cal blows. In a by-election on 6 
February, his ruling Australian 
Labor Party (ALP) lost an 
Adelaide seat held for 19 years 
after a 9% swing to the conser- 
vative opposition. On 8 Feb- 
ruary, ALP party president 
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Hawke: reverses. 





and immigration minister Mick 
Young announced his retire- 
ment from parliament, claim- 
ing he had been unfairly pil- 
loried by the press over an ap- 
parent breach of the electoral 
law about declaring cam- 
paign donations. 

— Hamish McDonald 


Indonesia’s armed forces 
chief steps down 
Commander in chief of the In- 
donesian armed forces, Gen. 
Benny Murdani, has stepped 
down. He will be replaced by 
army chief of staff Gen. Try 
Sutrisno, 52, whose deputy, 
Gen. Eddy Sudrajat, will take 
over the army command. Mur- 
dani, who was given an exten- 
sion of:active service in Oc- 
tober 1987, remains command- 
er of the Operational Com- 
mand for the Restoration of 
Security and Order (Kopkam- 
tib). Murdani said his future 
was “up to the president." The 
timing of his retirement has in- 
tensified speculation that Mur- 
dani will be given a cabinet 
post. — Michael Vatikiotis 











BUSINESS 


Several Taiwan funds 

face investigation 

Taiwan prosecutors are inves- 
tigating at least 10 of the repub- 
lic's 50 or so underground in- 
vestment houses for suspected 
violation of banking laws. The 
firms pay interest of up to 
40% on deposits; bank de- 
posits pay some 4%. Some 
analysts believe the firms may 
control up to NT$100 billion 


‘(US$3.5 billion) in such de- 


posits, and that many of the 
funds appear to be pyramid in- 
vestment schemes. Officials 
are worried that the funds 
could cause a major financial 
collapse. No arrests have been 
made, but officials of some 
firms have been barred from 
leaving Taiwan. The largest 
fund under investigation is 
Hung Yuan, which may have 
deposits of some NT$10 bil- 
lion. — Jonathan Moore 


New Zealand scraps 
flat-rate tax plan 
New Zealand has postponed 
indefinitely a proposed flat- 
rate income tax, which was to 
have been introduced on 1 Oc- 
tober. Instead, the current 
maximum personal rate will 
fall from 48% to 3396 , with cor- 
porate taxes to fall from 48% to 
28%. A proposed rise in value- 
added tax was scrapped. Al- 
though the flat-rate tax will 
continue to be examined by a 
cabinet committee, it is consi- 
dered unlikely to resurface. 

— Colin James 


Thais get low-rate 
credit facility 
Thailand has signed a US$300 
million, five-year loan facility 
with a 28-bank consortium. 
The revolving-credit facility, 
with multi-currency options, is 
to be reserved as backup funds 
if cheaper short-term bank ad- 
vances are not available. Thai- 
land will pay 0.1875 of a point 
above the London inter-bank 
Offered rate if it uses the money, 
0.0825 if it does not. The loan 
will refinance government and 
state-enterprise debts. 

— Paul Handley 


Burma ends monopoly 

on rice exports 

Burma will allow private citi- 
zens and cooperatives to ex- 
port rice, relaxing the govern- 
ment's monopoly of the trade 
since 1964. (Private involve- 
ment in the domestic rice trade 


was allowed as of September 
1987.) A leading rice exporter 
in the late 1950s and early 
1960s, Burma began losing its 
position after 1964. From 1.7 
million tonnes in 1962, exports 
fell to 1.47 million tonnes in 
1964 andto 1.23 millionin 1965. 
They bottomed out in 1979 at 
0.16 million tonnes, recovering 
since to about 0.6-0.7 million 
tonnes a year. — M. C. Tun 
Manila utility is 

to be divested 

The Philippine Government is 
drafting a divestment scheme 
for Manila Electric Co. 
(Meralco), the country's 
largest power distributor and 
one of the companies now 
under sequestration. The move 
is to ensure that “no single fam- 
ily or business interest shall 
take control” of the company. 
The Lopez family controlled 
Meralco before the declaration 
of martial law by former presi- 
dent Ferdinand Marcos in 
1972. It was taken over by a 
group identified with Marcos' 
brother-in-law Benjamin Ro- 
mualdez during Marcos' ad- 
ministration. . — Jose Galang 


South Korea surplus 
doubled during 1987 


South Korea's current-account 
surplus more than doubled be- 
tween 1986 and 1987, rising to 
a US$9.8 billion last year. 
Growth was led by car, 
machinery, textile and elec- 
tronics exports. (Textiles and 
electronics accounted for half 
of South Korea's exports of 
US$46.2 billion.) Some of the 
increase was also due to 
tourism revenues and remit- 
tances from overseas South 
Koreans, with the invisibles ac- 
count in surplus by US$947 
million in 1987 vs a deficit of 
US$628 in 1986. 

— Mark Clifford 


Macau trade sets a 
record during 1987 


Macau's imports and exports 
hit new highs in 1987, rising 
23.2% and 30.2%, respec- 
tively, from 1986. Exports 
were valued at Patacas 11.2 
billion (US$1.4 billion), with 
imports of Patacas 9 billion. 
Textile and garment sales, 
which make up almost 75% of 
Macau's exports, rose 3775 in 
value terms from 1986. Exports 
to Japan rose by 88%, and 
those to China by about 30% 
— though Europe and North 
America remained the terri- 
tory's major markets. 


— A Correspondent 
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GAIJIN POACHERS 
Some of the 16 foreign securities 
houses which will take up their seats 
| onthe Tokyo Stock Exchange (TSE) 
in May are ignoring a promise made 
to TSE governors not to poach staff 
from local stockbrokers. One foreign 
| entrant said the stipulation was 
“obviously quite unrealistic” since 
established firms were the only source 
| of locally trained brokers. The TSE 
| request was made after the president 
| ofasmall Japanese securities house 
complained to the governors that 
. Some of his best people were going 
| Over to gaijin (foreign) firms. 


E RINE SIGNALS 
New Delhi has told Washington 
| 





that the SSN Victor 1 class 
nuclear-propelled submarine, 
inducted into the Indian Navy on 3 
February, would operate only in the 
Bay of Bengal and would not cross the 
Indian Ocean west of Sri Lanka. The 
reason for restricting the nuclear 
submarine's area of operation is to 
allay the security concern of the 

US Navy, which has a strong presence 
in the region, and also convey that the 
submarine is not a threat to Pakistan. 
India has leased the submarine from 
the Soviets for training purposes. It 
carries about 12 Soviet instructors on 
board. 


SPORTING BUSINESS 


South Korean officials are putting out 
the word to Olympic officials in China 
and Eastern bloc countries that they 
would welcome a large contingent of 













AUSTRALIA 
The immigration minister, Mick Young, 
resigned in a political scandal involving a do- 
nation to the ruling Labor Party and follow- 


ing a shock by-election defeat for Labor in 
an Adelaide seat (8 Feb.). 


| Fifty extremists from a leftwing under- 
. ground party were granted amnesty after 
. Surrendering at a police stronghold (5 Feb.). 
_ Atleast five people were killed and more than 
. 100 injured in clashes between rival activists 
. campaigning for rural elections (7 Feb.). 


©- > Prince Norodom Sihanouk met Khmer 
. Rouge leader Khieu Samphan at the prince's 
Peking residence (7 Feb.). 


. INDIA 
, 9uspected communist supporters, de- 
 feated in state elections in Tripura, killed 
. four members of the victorious Congress 


| 
; 


pary and hurled bombs at the new state 
health minister, police said (7 Feb.). 








businessmen and trade officials 
during the games in Seoul. Trade 
relations with socialist states are still 
embryonic, but now they are being 
openly encouraged by the South 
Korean Government, which set up a 
trade office in Hungary in December. 
Another trade office is to open in 
Poland next month and South Korean 
officials expect that by the time of the 
Olympics in September they will be 
ready to begin trading with socialist 
countries in earnest. 


BASE POLITICS 
pe Philippine 
2 politicians are 
making slow 
progress on 
drafting an 
agenda for the 
forthcoming talks 
with the US to 
review the 
operation of the 
1947 Military 
Bases Agreement. 
A "preliminary review committee" 
comprising cabinet members and 
legislators has already met in Manila 
three times this year under the 
chairmanship of Foreign Secretary 
Raul Manglapus to try to hammer out 
an agenda. But the committee is 
stumbling over the efforts of some 
politicians — including Senate 
defence committee chairman Ernesto 
Maceda and congressman Jose Yap 
from President Corazon Aquino's 
home province of Tarlac — to expand 
the scope of the review. 
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MALAYSIA 

Thai Foreign Minister Siddhi Savetsila 
arrived for talks on a fishing pact (3 Feb.). 
Prime Minister Datuk Seri Mahathir 
Mohamad said his United Malays National 
Party would not appeal against a High Court 
ruling that declared it illegal (5 Feb. ). 


NORTH KOREA 
A Chinese munitions train exploded in 


and wounding 5,000 and obliterating every- 
thing within 2.5 km, it was reported (3 Feb.). 


PAKISTAN 

At least nine people were killed and more 
than 40 injured in riots in Karachi, it was re- 
| ported (5 Feb.). 
| 


PHILIPPINES 

Twenty members of the communist 
party of the Philippines were arrested in 
raids in Manila suburbs and Laguna pro- 
| vince, it was reported (3-4 Feb.). Communist 
guerillas killed a government official in a 
Manila street ambush and 11 people died in a 
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North Korea in December killing 120 people 
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| some influential congressmen in its 
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UNFORTUNATE CHOICE 
The Philippine Foreign Affairs 
Department considers the recent 
appointment of Chilean Ambassador 


Carlos Desgroux “unfortunate” — he - 


was previously a senior officer in 
Chile’s air force and is a close 
confidant of that country’s military 
dictator, Gen. Augusto Pinochet. 
Sources say Desgroux’s appointment 
not only showed a lack of sensitivity, 
but also could become an 
embarrassment when Foreign _ 


Secretary Raul Manglapus conve nes . p 


a conference of "Newly Returne 
Democracies" in Manila later th 
year, to which many Latin America 
countries, formerly military 
dictatorships, are invited. 


LOST ASSETS 


Strained relations between 
Washington and Hanoi will not be 
helped by a group of US companies 
that had invested in South Vietnam 
before 1975 which has won the ear of 


effort to reclaim lost assets. Total 
private US assets lost in Vietnam is 








0 million. 


The firms are as JS Congress 
to compensate ugh — 
legislating the a 
Vietnamese ass S, which 
are valued at L Wn. 
Although the tration is 


opposed to the move, the congress 
will soon hold a hearing on the 
claim. 
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series of provincial attacks, the military said 
(8 Feb.). 


SOUTH KOREA 

Senior opposition leader Kim Young Sam 
said he was resigning as president of the 
Reunification Democratic Party to help 
reunite the opposition and to atone for his 
defeat in the presidential elections (8 Feb. ). 


SRI LANKA 

Four civilians were killed and three were 
wounded by crossfire in clashes between 
Tamil rebels and Indian soliders in eastern 
Sri Lanka (7 Feb.). A ruling party member of 
parliament was wounded and four other 
people were killed in attacks by gunmen sus- 
pected of belonging to an outlawed Marxist 
group, police said (9 Feb.). 


TAIWAN 

The ruling Kuomintang approved a 
sweeping plan that could allow Taiwanese 
eventually to elect all members of parlia- 
ment which is now dominated by elderly 
members from the mainland (3 Feb.). 
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The Tunku urges Mahathir to step down 


Challenge of elders 


By Rodney Tasker and Suhaini Aznam in Kuala Lumpur 


M alaysian Prime Minister Datuk Seri 
Mahathir Mohamad has once again 
found himself in a political quagmire 
which could prove to be the most crucial 
test yet of his leadership. In a fast-mov- 
ing week, Mahathir was first left 
with an illegal ruling party — an unex- 
pected outcome of a lawsuit challenging 
the results of its leadership election last 
year — and then assailed with calls for 
his resignation not only by the opposi- 
tion but by his party's elder statesman, 
Tunku Abdul Rahman, who was later 
hospitalised for exhaustion. 

The extraordinary events could 
either seriously erode his control of 
the majority Malay body politic or 
strengthen his hand in crushing dissi- 
dents within his party, the United 
Malays National Organisation (Umno). 
Some insist that a compromise between 
Mahathir and his opponents is still more 
likely and might involve the return to 
the fold of former deputy prime minis- 
ter Datuk Musa Hitam. 

Much depends on Mahathir's skill in 
turning an unprecedented 4 February 
High Court judgment declaring Umno 
an illegal society to his own advantage 
and countering a pre-emptive strike 
against his leadership by the Tunku and 
other party elders, with the professed 
aim of salvaging Malay political unity. 

It was not the first time that the 
Tunku, Malaysia's first prime minister 
had criticised Mahathir. Most recently, 
he attacked the prime minister for using 
the Internal Security Act to arrest 106 
political and other activists in October 
1987 and for closing The Star, an Eng- 
lish-language daily of which the Tunku 
was the chairman and its most promi- 
nent columnist. 

But this time, the Tunku went for 
Mahathir's jugular by quickly forming 
an Umno pro-tem committee after the 
High Court ruling, headed by himself 
and including the other former prime 
minister, Tun Hussein Onn, in order 
to restore the party. There was some 
confusion, however, over Hussein's 
position, because he was quoted as 
saying he was unaware that he had 
been chosen as the committee's dep- 
uty president, though it is unlike- 
ly the Tunku would have announced 
that he  had* 
another former 
prime minister 
teaming up with 
him if he did 
not believe it 
to -bé.-triLe. 
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€ If the leadership of the day is 

showing questionable traits and 
thereby no longer enjoys the 
confidence of the people, it’s 

high time he fades away. 


Funds totalling M$121,000 
(US$47,173) were quickly donated by 
those at the Tunku's meeting to finance 
the re-registration procedure. Political 
sources here said the Tunku's applica- 
tion to the registrar of societies for rec- 
ognition as the illegal party's temporary 
ruling committee set up to organise the 
re-registration of the party pre-empted 
asimilar move planned by Mahathir. 

In his announcement of the 13-man 
committee's formation in Penang on 8 
February — his 85th birthday — the 
Tunku commented on the High Court 
decision by saying that the Umno 
leadership was acting as 
if it was above the law, 
adding that “the destruc- 
tion of Umno was 
brought about by those 
in power who are so im- 
mersed in their own 
greed of power that 
they forgot to salvage 
Umno." 

Warming to his 
theme, the Tunku issued 
his most forceful chal- 
lenge to Mahathir to 
stand down: “If the 
leadership of the day is 
showing ^ questionable 
traits and thereby no 
longer enjoys the confi- 
dence of the people, it is 
high time that he fades 
away respectfully for the 
sake of the good name of 4 
the party." a 

In fact, Umno sources 
said the Tunku’s move 
was spurred by Tengku Razaleigh Ham- 
zah, Mahathir’s bitterest political 
enemy who was defeated by the prime 
minister by only 43 votes in the election 
for Umno president at the party’s last 
assembly in April 1987. During the as- 
sembly, Musa was defeated by Ghafar 
Baba for the position of deputy party 
president by an equally slim margin, and 
Razaleigh and Musa have since led a dis- 
sident Umno faction known as “Team 
B," opposing Mahathir's "Team A.” 

Razaleigh and his supporters were 
apparently anxious to strike before 
Mahathir could set up his own pro-tem 
committee to re- 
register the par- 
ty. But as a 
known arch rival 
of Mahathir, Ra- 
zaleigh , felt it 
would be more 





The Tunku: on the attack. 





expedient to have the grand old 
man of Umno, the Tunku, to carry 
out the manoeuvre — knowing he 
would be only too willing to ob- 
lige. 

Despite some press reports saying 
Razaleigh is a member of the commit- 
tee, he in fact has remained in the 
background, and neither he nor Musa 
has commented on the current political 
situation. Musa is thought to have been 
left out of the plotting of the pro- 
tem committee, reinforcing political 
analysts’ belief that the two Team B lead- 
ers are no longer working in tandem 
against Mahathir. 

If the registrar of 
societies recognises the 
pro-tem committee, it 
would then be responsi- 
ble for re-registering all 
of Umno’s 1.4 million 
members, with fresh 
elections of office-hold- 
ers in each of the party’s 
8,000 branches and 
eventually a full general 
assembly. According to 
Umno insiders, the re- 
registration process 
would take a shorter pe- 
riod than would be ex- 
pected, given the par- 
ty's efficient, well-oiled 
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machinery — perhaps 
only one month. The 
final, legal recogni- 


tion of the re-consti- 
tuted party, comfort- 
able with the old 
party’s considerable as- 
sets, could then be sought. 

Because the law requires a new name 
for such a re-registered party, the pro- 
tem committee plans to call the party by 
its name in the Malay language, Per- 
tubuhan Kebangsaan Melayu Bersatu 
Malaysia, followed by Umno Malaysia 
in brackets. 


Face’ with this manoeuvre by his 
arty opponents, analysts believe 
Mahathir will have to opt for a short- 
cut, parliamentary move to re-legi- 
timise his party, keeping its name in- 
tact. It is thought Mahathir may well use 
his party's majority, backed by mem- 
bers of the other 12 parties in the ruling 
coalition which have all rallied round to 
pledge their undivided support, to 
amend retroactively the Societies Act to 
allow the party to function legally again 
— a move not specifically designed to 
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invalidate the 
High Court judg- 
ment, which the 
prime minister 
told a press con- 
ference he would 
not do. 

It was the fear that Mahathir was 
originally planning to form his own 
pro-tem party committee which prompt- 
ed his opponents to move so swiftly to 
form their own committee. It is thought 
the registrar of societies, not a parti- 
cularly high-powered official, will be 
loath to turn down an application by 
such a prominent Malay figure as the 
Tunku. 

Party dissidents felt that if Mahathir 
had been allowed to re-register his party 
members from the bottom up, as re- 
quired by law, he would have used the 
exercise to exclude or demote those 
known to oppose him, particularly the 
Team B camp. 

One thing is clear from the legal- 
political chaos which has followed the 
High Court ruling: both sides in the 
Umno wrangle got more than they bar- 
gained for. 

The startling finding emerged in a 
case in which 11 disgruntled Umno 
members, all Razaleigh supporters, 
sought to have the April party elections 
declared null and void. The court dis- 
missed the suit on the grounds that the 
whole 42-year-old party, which has 
been the dominant member of 
Malaysia’s ruling coalition since inde- 
pendence, was unlawful because it had 
30 branches which had not been regis- 
tered under the Societies Act. 

This automatically rendered null the 
last party election, but it did not legally 
entail that the pre-election party hierar- 
chy — with Mahathir still president, but 
with Musa rather than Ghafar as his 
deputy — should now be back in place, 
because it was unclear exactly when the 
illegal branches had been formed. 

“It is a very hard decision to declare 
Umno unlawful,” said Justice Datuk 
Harun Hashim in his 4 February judg- 
ment. “But the law was made by our 
own parliament and certainly Umno 
was aware [of the Societies Act| because 
they were in the majority at all times.” It 
seemed a case of the kris (Malay dag- 
ger) turning on its owner, he added. 
Under the 1966 act, amended five times 
over the years and most recently by 
Mahathir’s government, each of a socie- 
ty’s branches has to register separately 
with the registrar. 

Finding himself divested of his party, 
Mahathir quickly drew a distinction be- 
tween government and party, assuring 
the nation the next day that the govern- 
ment would continue to run the coun- 
try. “The government is founded on 
elections where we stand as individuals, 
even though we use party symbols,” he 
said. It would take a parliamentary vote 
of no confidence, as called for now by 
the opposition Democratic Action 
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© Mahathir quickly drew a 
distinction between government 
and party, assuring the nation 
that the government would 
continue to run the country. ? 


Party, along with 
a demand for the 
prime minister’s 
resignation, to 
remove the Ma- 
hathir govern- 
ment. 

The Umno case had originated on 25 
June when 12 dissident party members 
filed a suit against Umno secretary-gen- 
eral Datuk Seri Sanusi Junid and seven 
party divisional secretaries. In the suit, 
they alleged that the April election was 
invalid because delegates from the 30 
unregistered branches — as well as 
some underaged women at the women's 
wing meeting and overaged men at the 
youth wing meeting — had helped select 
divisional delegates to the April general 
assembly. One of the 12 later with- 
drew. 


D the final High Court hearing, 
the plaintiffs' counsel, Raja Aziz 
Addruse, clearly wanted only the Umno 
election declared void, and not the 
whole party to be 
deemed illegal. Coun- 
sel for the defendants, 
G. Sri Ram, argued 
that the plaintiffs were 
not injured parties be- 
cause none had con- 
tested any of the top 
party posts. Neither 
were they the ones who 
could materially lose 
from the outcome of 
the suit in court. 

Immediately after 
the court decision, 
Mahathir’s lieutenants, 
as well as Umno state 
chief ministers and divi- 
sional chiefs, quickly 
rallied around him with 
pledges of support. 
Education Minister An- 
war Ibrahim, regarded 
by many as Mahathir’s 
young heir apparent, 
condemned those who 
openly or secretly supported the 11 
party dissidents as “people who lusted 
for power.” He said: “These people 
must be exposed and held responsible.” 

Then after the Tunku’s move, 
Mahathir’s supporters found them- 
selves in the more delicate position of 
having to criticise their revered elder 
statesman. Both Defence Minister 
Tunku Ahmad Rithauddeen and Youth 
and Sports Minister Datuk Najib Tun 
Razak (who is also Umno youth’s acting 
leader) complained publicly that the 
Tunku’s move would only aggravate 
the current situation. “We are totally 
opposed to the move because it will re- 
sult in a permanent split in the commu- 
nity and will hamper moves towards 
uniting the Malays,” Najib said. 

Team B leaders, on the other hand, 
backed the Tunku as something of an 
Umno saviour. Former foreign minister 


Musa and Razaleigh: behind the scenes challenge. 


Rais Yatim, who is vice-president and 
secretary-general of the Tunku’s comit- 
tee, told a press conference on 9 Feb- 
ruary: “I feel if there is one person who 
is suitable to play the role of reviving 
Umno once again as a result of the court 
ruling, that person is Tunku Abdul 
Rahman." He stressed that the move 
was not to form a new party, as 
Mahathir's supporters were charging. 
Another Team B leader, former fed- 
eral territory minister Datuk Shahrir 
Abdul Samad, told the REVIEW that 
Mahathirs condemnation of the 11 
Umno plaintiffs was *extreme provoca- 
tion," and that because of this “the 
Tunku's response was also extreme." 
Curiously, Mahathir has not yet re- 
ferred to another course of action 
which, because of a loophole in the 
Societies Act, he could take to restore the 
party — executive discretion. Once the 
registrar of societies formally informs 
Umno of its status, any office-bearer or 
member can appeal to the home minis- 
ter, whose decision is final. The home 





minister is none other than Mahathir 
himself. Commenting on this, Shahrir 
said that either Mahathir was not aware 
that he could use this means of settling 
the issue “or he wanted this confronta- 
tion — Mahathir always puts things into 
extremes." 

Without a party, and thus party elec- 
tions, Mahathir's rivals cannot chal- 
lenge him as party president. Mean- 
while, he can remain prime minister for 
as long as it takes to sort out the mess. 
But if the registrar of societies recog- 
nises the pro-tem committee, it will give 
the initiative to the Tunku and 
Mahathir's party opponents right up to 
an eventual fresh election of Umno's 
senior officers. 

One thing is for sure, the events of 
early February have done nothing to de- 
fuse bitterness and conflict within 
Malayia's paramount party. Oo 
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HONGKONG 


The grey paper 
Policy on political reform falls short of promises 


By Emily Lau in Hongkong 
H ongkong's white paper on the de- 
i velopment of representative gov- 
ernment here in the run-up to 1997 calls 
for popular polls in 1991 which will re- 
sult in less than 20% of the territory's 
legislators being directly elected. 
Direct elections had previously been 
suggested as a possibility by the govern- 
ment for this year, but Peking voiced 
its objections, arguing that political re- 
form here must "converge" with the 
Basic Law, the mini-constitution for 
post-1997 Hongkong being drafted by 
China. 

The policy document outlines the 
reasons for the government's decision 
to postpone the introduction of limited 
direct elections to the Legislative Coun- 
cil (Legco, the lawmaking body) until 
' one year after the Basic Law is promul- 
gated by China's National People's 
Congress. 

e government says it accepts that 
the public supports in principle the con- 
cept of direct elections, but believes it 
is “sharply divided” over their timing. 
Therefore, the government decided 
that 10 Legco seats would be opened 
P to direct elections in 1991, replacing 
10 now indirectly elected to Legco by 
the territory’s 19 district boards. Two 
Legco seats will continue to be indi- 
rectly elected by the Urban and Region- 
al councils. 

| 


The postponement of direct elec- 
tions and the relatively few Legco mem- 
bers to be popularly elected casts doubt 
on the government's ability to meet its 
earlier pledge, made in a 1984 white 
paper, “to develop progressively a sys- 
tem of government the authority for 
which is firmly rooted in Hongkong, 
which is able to represent authorita- 
tively the views of the people of Hong- 
kong and which is more directly ac- 
countable to the people of Hong- 
kong." 

Instead, the government's new po- 
licy document says the government's 
objective is to have "prudent and 
gradual" political development and 
"that the system in place before 1997 
should permit a smooth transition in 
1997 and a high degree of continuity 
thereafter." 


To white paper also proposes only 
| minimal changes to Hongkong’s 
traditional colonial-style administra- 
tion. The size of Legco is to remain un- 
changed and the number of "official" 
Legco members (senior civil servants) 
would remain at 10. Legco's 22 ap- 


20, under the new plan, and its 12 indi- 
rectly elected members from the district 
boards and municipal councils would re- 
main the same. 

There would be two additional seats 
allocated to "functional," or occupa- 
tional, constituencies, bringing the total 
to 14. The new seats would represent 


Assuming the number of Legco 
members, 56, remains the same in 1991, 
only about 18% of its members would | 
then be directly elected. This is a far 
cry from pro-democracy lobby demands | accountants and nurses and paramedi- 
that 2596 of Legco's members be di- | cal staff. The governor would remain 
rectly elected this year and 50% by 1997. | Legco president. 


AFGHANISTAN 


Improved peace prospects 
Gorbachov offers new timetable for troops' withdrawal 


By Sophie Quinn-Judge in Moscow 


oviet leader Mikhail Gorbachov's 

8 February announcement of a 
timetable for the withdrawal of troops 
from Afghanistan brings a peace settle- 
ment one step closer. In a statement car- 
ried by the Tass newsagency and Soviet 
television, he said that Moscow and 
Kabul have agreed that the withdrawal 
could begin on 15 May and be com- 
leted within 10 months. This date is 
ased on the assumption that the 
Geneva agreements will be signed by 15 
| March and, as stipulated, take effect 


two months later. The withdrawal could 
begin earlier if the agreements were 
signed at an earlier date. 

Gorbachov has also agreed to the US 
demand that the withdrawal be "front- 





the Soviet contingent" could be pulled 
out. This concession should make the 
question of the total time-frame, still 
longer than the eight months Pakistan 
and the mujahideen rebels fighting the 
Kabul regime have held out for, less 


ointed members would be reduced to | 


loaded" or, as he put it, “during the first 
phase . .. a relatively greater portion of | 






"he powers of the territory's district 
boards would not be increased, and the 
two-thirds proportion of their elected 

| members would remain unchanged. 

The white paper is the outcome of a 

ublic-consultation exercise conducted 
ast year which culminated in a much- 
disputed report by the government's 
survey office which was charged with 
collecting and evaluating public opinion 
on Hongkong's future political system 
— including the nature and timing of 
direct elections (REVIEW, 19 Nov. '87). 

The introduction of a small number 
of directly elected Legco members in 
1991 is seen by the pro-democracy lobby 
as "tokenism" and too little, too late. 
The lobby accuses the British and 
Hongkong governments of buckling 
under pressure from Peking and ignor- 
ing popular support. 

It is also seen as a breach of the spirit | 
of the 1984 Sino-British Joint Declara- 
tion on Hongkong’s future, which 
poe that Hongkong would have “a 
uigh degree of autonomy" and would 
be run by local inhabitants. Pro- 
posals made in the draft Basic Law, 
which will be published in May, indicate 
that only 25% of Hongkong's future 
legislature will be directly elected. 

In order to prepare the Hongkong 
public for the white paper, the govern- 
ment leaked its contents to the media 
in advance of its formal release. Al- 

| though Hongkong's democrats feel be- 
trayed by the document, response from 
| the general public is expected to be 
| muted. 
| The political impact of the white 
| paper will be felt throughout the com- 
| munity. In the past two years, the gov- 
| ernment has been widely portrayed in 
the media as a humiliated lame-duck 
| administration at the mercy of Peking. 
| The minimal political changes set out 
| in the white paper will tend to support 
public concern that the Hongkong Gov- . 
ernment is unable to act independently 





| of Peking. 


| sensitive. Western observers here have 
| suggested that nine months might be ac- 
| ceptable to all the parties. 

| In their eagerness to cut their losses, 
| the Soviets seem genuinely to have re- 
| nounced hope of maintaining a socialist 
| government in Kabul. Not only do they 
| make no linkage between their with- 
| drawal and the interim government in 
| Kabul, but they are also refusing any in- 
| volvement in discussion of a coalition 
| government. “It is none of our busi- 
| ness,” Gorbachov said. While the 
| Soviets are apparently going to allow 
| Afghan President Najibullah to make 
| his own exit, there seems to be a wide- 
| spread belief among Soviet observers 
that he will have to give up power. 

. Najibullah's *lack of roots" within 
| the ruling People's Democratic Party of 
Afghanistan is now being acknow- 
ledged by Soviet officials, as is the fact 
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Campaign of confusion 


Violence and rivalries mar the electoral process 


By S. Kamaluddin in Dhaka 
| n the early weeks of this year, the bat- 
tle lines between the Bangladesh Gov- 
ernment and the major opposition par- 
ies appeared to have been clearly 
President H. M. Ershad was 
sent on holding parliamentary elec- 
'tions, now scheduled for 3 March, and 
the opposition was equally set on 
boycotting them. 
. But by the end of January, rivalries 
between the main opposition groups re- 
surfaced. An added element of confu- 
sion in the country's politics was the re- 
signation of two ministers who held that 
the polls would not solve the national 
political crisis. All the same, the Elec- 
tion Commission is preparing for the 
polls to go ahead as planned. 

The dee uU anti-Ershad cam- 
paign suffered a setback following the 
killing of 15 people on 24 January in 
police firing at a Chittagong rally which 
was to be addressed by Sheikh Hasina, 
the head of the Awami League. Hasina 
immediately charged the authorities of 
repeating the 1971 massacre of unarmed 
people by the army during the liberation 
war, which led to the creation of in- 
dependent Bangladesh out of the 
erstwhile East Pakistan. She also vowed 
that the people will “take appropriate 
revenge." 

However, she subsequently softened 
her stance and stated that too much 
blood had already been spilled. She also 
absented herself from a later procession 
in Dhaka to mourn the Chittagong kill- 
ings. The presence of Khaleda Zia — 
the leader of the seven-party opposition 
alliance and a rival of Hasina — at the 
procession made the latter's absence all 
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that he is considered a Soviet puppet by 


many Afghans. Some Soviet commen- 
tators are willing to admit that they have 
. exaggerated the success of socialism in 
. Afghanistan and the Third World. 
| . One Soviet official told the REVIEW 
that he expected the mujahideen to lay 
_ in large stocks of weapons in expecta- 
tion of a peace agreement and an end to 
foreign aid. The operation to relieve the 
| border town of Khost was in large part 
an effort to disrupt supply lines from 
i. Pakistan and to buy time for the Afghan 
| army. Soviet troops played an impor- 
tant role in the operation and the supply 
road could probably not be kept open 
| without their aid. A military solution for 
Afghanistan, while theoretically possi- 
ble, would require a tripling of the 
Soviet military presence, one Soviet of- 
ficial was told. There are no signs in 
Moscow of support for such an option. 
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the more conspicuous. 

Questioned about her 
absence, Hasina re- 
torted: "I don't need 
cheap publicity by pub- 
lishing my photographs 
in the newspapers... I 
had information that an 
attempt would be made 
to kill me if I was there. .. 
Could anyone guarantee | 
that the presence of the | 
two of us [Hasina and 
Khaleda] on one plat- 
form would have toppled 
the government?" Her 
critics were quick to ac- 
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Ershad: determined. 
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cuse Hasina of “providing a fresh lease | 


of life to the Ershad regime” by diluting 
the strength of the opposition move- 
ment. 

In the event, the opposition cobbled 
together a plan of protest rallies and 
strikes for the first three weeks of Feb- 
ruary. Ershad responded to this by de- 
claring at his own rally on 6 February that 
the people would prove in the coming 
election that they believed in constitu- 
tional rule and “not in strikes, indiscip- 
line and terrorism.” He has also accused 
the opposition of harming the people's 
interests by trying to cripple the na- 
tional economy through agitation. 

In an apparent attempt to generate 
more public enthusiasm for the par- 
liamentary elections, polls for the 
municipal corporations of the four 
largest cities are also being held on 3 
March. 

Meanwhile, the sudden resignations 
of two prominent cabinet ministers late 


Given the narrowing of their 
choices, the Soviets will count them- 
selves lucky if they end up with the 
peaceful, independent, non-aligned and 
neutral state on their border that they 
are now calling for. Under the terms of 
the Geneva agreement, they are not los- 
ing out entirely, one Asian observer 
told the REVIEW. "They will get inter- 
national guarantees on their border 
[with Afghanistan]. It's not the same as 
having Afghanistan in the socialist 
camp, but it's been their basic aim.” 


» Nayan Chanda writes from Washing- 
ton: The Reagan administration wel- 
comed the Gorbachov statement as “a 
positive signal of serious Soviet intent to 
withdraw from Afghanistan” and said 
that it was step in the right direction. 
There was, however, a touch of wari- 
ness about the latest Soviet move as it 


tended to turn the heat on the US and its 


| caused some uneasiness within th: 



















last month — information minister 
Anwar Zahid and health minister 
Salahuddin Kader Chowdhury — 
the gov- 
ernment. In fact, the resignations, fol- 
lowed by the Chittagong killings, had 
prompted many to suggest that a = 

tary takeover was: | 









pated in it. i 
Chowdhury had charged 
overnment was "not. 
ringing the main polit 
into constitutional po 
their participation in ! 
therefore, he had to di 
from the government. ; 
dhury and M. Morshed Khan — 
ing Jatiya Party's treasurer who 
resigned — were quickly exp 
the party. MEME oc 
Zahid told the REVIEW: “Our crisis. |- 

is not constitutional, itis political. It has | - 
been masterminded by forces [inimical | 
to the country] to destroy our efforts of 
consolidation of our statehood and frus- 
trate the hopes of development and in- 
dependent national economy." Zahid 
added that "this election will take the 
nation to the brink of confrontation 
which will help the enemies of the 
people." 































ally, Pakistan. ! 
US officials said Gorbachov had con- 
ceded two points that Washington had 
earlier insisted on by setting a specific 
date for beginning the withdrawal and 
offering to front-load the pull-out. 
However, by making the with- 
drawal date — set for just before dates 
being considered for a planned third 
Reagan-Gorbachov summit — depen- 
dent on the signing of an agreement by 
15 March, Gorbachov has put the bail 
squarely back in the US-Pakistan court. 
Ironically, after long insisting that 
Soviet withdrawal had to be de-linked - 
from the question of the regime in 
Kabul, Washington now finds a political | 
arrangement prior to the withdrawal | 
important. And putting together an in- - 
terim government under pressure is per- 
haps not the best way to go about it. EX 
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SINGAPORE 


Down with Uncle Sam 


Singapore workers protest against US lifting of GSP 


By Philip Bowring 
|^ the global annals of anti-American- 
ism, a peaceful protest by some 4,000 
people may be hardly worthy of men- 
tion. But for normally protest-free Sin- 
gapore, the gathering of that many 
members of the National Trades 
Union Congress (NTUC) to protest 
Washington's removal of generalised 
system of preferences (GSP) benefits 
from Singapore was the biggest dem- 
onstration of any kind (apart from rul- 
ing People's Action Party rallies) that 
most people could remember. 
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A Kim bows out 


RDP leader gives up party post for sake of opposition unity 


By John McBeth in Seoul 


1i D efeated presidential candidate Kim 

T Young Sam’s surprise decision on 8 
February to step down as leader of the 
Reunification Democratic Party (RDP) 
has pushed opposition rival Kim Dae 
Jung further against the wall and could 
force the ruling Democratic Justice 
Party (DJP) to re-assess its strategy for 
the forthcoming National Assembly elec- 
tions. 

Kim Young Sam said he made the 
move to pave the way for the unification 
of the RDP with Kim Dae Jung’s Peace 
and Democracy Party (PDP), pointing 
out that a divided opposition would 
have little chance of heading off a sig- 
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As surprising as the official sanction 
given to such a large-scale demonstra- 
tion was that its target was the US, Sin- 
gapore's largest source of foreign in- 
vestment and principal market for its 
manufactured exports. 

Small demonstrations have been 
staged in the past on issues for which the 
government has shown sympathy — for 
example, one held by South Korean 
workers in 1983 protesting against the 
shooting down of a South Korean air- 
liner by a Soviet fighter — but nothing 








nificant DJP victory in the elections, 
| which are expected to be held next 
| month. 
Under the terms of the RDP's con- 
stitution, senior vice-president and Kim 
loyalist Kim Myung Yoon will serve as 








cided when to formally elect a new 
leader. 

Kim Young Sam and Kim Dae Jung 
were both severely criticised by op- 
positionists for failing to come up with a 
single challenger to oppose then DJP 
candidate — and now, president-elect 
— Roh Tae Woo in the December presi- 
dential race. 








acting party president until it is de- 
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on this scale. Meanwhile, 


locals with various grievances hav 
been equally rare and sparsely at- | 
Semi-official reaction to the removal 
of GSP benefits was stronger in Singa- | 
pore than in Taiwan, South Korea or | 
Hongkong despite the fact that Singa- 
pore has the highest per capita income 
of the four and the lowest degree of de- 
pendence on the US market. One lead- 
ing MP, S. Chandra Das, head of the 
parliamentary committee on foreign af- 
fairs, suggested that Singapore consider 
retaliating by removing copyright pro- 
tection for American intellectual prop- 
erty. He also said that the US had driven 
a wedge into Asean but that Asean 
would unite to back Singapore. 


T main reason for the govern- 
ment's anger appeared to be that 
Singapore just passed its Copyright Act 


‘last year partly in response to US pres- 


sure, which was said to have included 
threatened loss of GSP privileges if Sin- 
gapore did not give protection to intel- 
lectual property rights. At that time, 
there was believed to be a linkage be- 
tween continued GSP benefits and 
copyright protection. Chandra Das said 
there had been a "gentlemen's agree- 
ment" to that effect. 

The US argues that copyright is a 
matter of principle and that no country 
which allows the “continued piracy of 
American intellectual property," to 
quote US Trade Representative Clay- 
ton Yeutter, has the right to expect 
access to the US market. Yeutter also 
said that Singapore and Hongkong had 
higher per capita incomes than some 
European countries, such as Spain, 
which did not enjoy GSP benefits. 

In the past, Singapore had been 
afraid of being "graduated" from GSP 








Ever since then, the opposition has 
been drifting, divided in its approach to 
negotiations with the DJP over a new 
electoral-district formula and seemingly 
incapable of finding a way out of its 
leadership dilemma. 

Although he claimed he was content 
to be an ordinary party member, 
analysts were undecided whether Kim 
Young Sam's motivation was a genuine 
attempt at reconciliation or merely a 
ploy to enable himself to assume control 
of a united opposition at some point 
after the new assembly is formed. 
Either way, it has put a lot of pres- 
sure on Kim Dae Jung to follow suit. 
The PDP recently accepted about 100 
dissident figures into its ranks under 
what was described as a 50-50 power- 
sharing arrangement. But a calculated 
decision by the PDP leader to turn his 
back on unification could lead to defec- 
tions from among established party sup- 
porters. 
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treatment before the other Asian newly 
industrialised countries (NICs), so the 
US argues that it has done Singapore a 
favour by acting against the poorer 
NICs at the same time. 

Another rationale for the Copyright 
Act was that without it US computer 
software companies would not come 
to Singapore. Providing adequate 
copyright protection was one of the 
strategies for developing Singapore's 
service sector, recommended by Trade 
and Industry Minister Lee Hsien 
Loong’s Economic Committee Report 
in 1986. 

But, according to a pseudonymous 
but well-informed letter writer to The 
Straits Times newspaper, the software 
companies have not come. Indeed, the 
writer said, the US companies were 
slow in meeting overseas orders and 
charged list rather than discounted 
prices to foreign buyers. These practices 
harmed the development of local com- 
puter expertise, he claimed. The writer 
suggested that copyright protection 
only be given to companies “with in- 
terests here.” This would encourage 
others to come. 

Formal reaction to the GSP move 
was not quite so strong. Lee cautioned 
against “thoughtless retaliation,” and 
Minister of State for Foreign Affairs 
Yeo Cheow Tong was quoted as saying 
there would be a measured response 
rather than retaliation. 

However, some Singaporeans 
thought that the form of the NTUC's re- 
sponse was hardly *measured" by Sin- 
gapore's standards and might backfire 
at home as well as abroad. Outside Sin- 
gapore, it could aggravate US-Singa- 
pore relations while at home, it could 
help make demonstrations a normal 
form of popular protest against grie- 
vances. O 





Four legislators recently broke away 
from the PDP, leaving Kim Dae Jung 
with only 25 sitting members compared 
with 51 for the RDP. Analysts suggest 
that at least eight more politicians, who 
do not have ties to the veteran politi- 
cian’s Cholla constituency, could soon 
join the exodus. 

Initial reaction to Kim Young Sam’s 
resignation was guarded, but Kim Dae 
Jung was quoted as saying he had 
not changed his mind about leading 
the PDP into the elections — even 
if he has ruled out his own candida- 
ture. 

It is generally agreed among obser- 
vers here that the longer the crisis is al- 
lowed to go on, the more it will hurt the 
opposition’s prospects at the polls — 
particularly given the disillusionment 
that already exists among the voting 
population. If Kim Young Sam’s gambit 
pays off, however, the DJP will have to 
do some serious thinking. 
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Indian voters; Gandhi: basic dilemma. 


INDIA 


The troubled tribes 


Northeastern state polls send mixed signals 


By Salamat Ali in New Delhi 


he recent elections in the northeast- 

ern Tripura and Meghalaya states 
have sent mixed signals to Prime Minis- 
ter Rajiv’ Gandhi’s ruling Congress 
party. In the 2 February polls, the Con- 
gress broke its dismal record of losing 
most of the elections in the past three 
years by winning in Tripura. The victory 
put an end to the 10-year rule by the 
Communist Party of India—Marxist 
(CPI-M) in that state. But on the same 
day Congress lost control of Meghalaya 
where no single party emerged with a 
clear majority. 

In essence, the two state elections 
epitomise a basic dilemma of Indian 
politics. Congress lost Meghalaya be- 
cause of widespread allegations of cor- 
ruption in the previous state administra- 
tion. The state's electorate also felt that 
New Delhi was impervious to local aspi- 
rations. The communists were trounced 
in Tripura because they could not main- 
tain law and order, which has been dis- 
rupted by tribal terrorists who carry out 
hit-and-run raids from hideouts in 
neighbouring Bangladesh. 

Having ruled Tripura for two con- 
secutive terms of five years each in 
coalition with other leftist parties, the 
CPI-M had considered the state as its in- 
vincible stronghold. The support for the 
communists stems primarily from the 
ethnic Bengali population of the state, 
which is surrounded on three sides 
by Bangladesh. Over the past several 
decades progressive Bengali settle- 
ments in the state have reduced the na- 
tive tribal population to a small minor- 
ity, causing a polarisation between the 
tribes and the new immigrants. The 
settlers draw their political inspiration 
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from West Bengal state, which has also 
been governed by the CPI-M. 

Resenting the Bengali domination, 
the tribal militants have launched an 
armed insurgency, calling themselves 
the Tripura National Volunteers 
(TNV). The communist regime in Tri- 
pura has often charged Bangladesh of 
harbouring the TNV guerillas. While 
vehemently denying the charge, Dhaka 
has countered that India has been har- 
bouring another group of tribal rebels 
who have taken up arms against the 
Dhaka regime. The Buddhist Chakma 
tribe from Bangladesh’s Chittagong 
Hill Tracts adjoining Tripura has been 
fighting its battle for land against 
Bangladeshi settlers in that area. 

For diplomatic as well as domestic 
political reasons, New Delhi has soft- 
pedalled the cross-border movements 
of the rebels, though the presence of 
Chakma refugees in Tripura is acknow- 
ledged by India and Bangladesh. How- 
ever, the problem of Chakmas has re- 
mained an irritant for the two countries. 

The Tripura elections were held 
against this backdrop of ethnic tension . 
The polls were marked by a sharp rise in 
terrorist raids in the predominantly tri- 
bal constituencies adjoining the Chit- 
tagong Hill Tracts. The victims in this 
case, as always, were the Bengalis living 
amid the tribals. More than 100 ethnic 
Bengalis were killed in the month lead- 
ing to the elections, with most the kill- 
ings occurring four days before polling 
day. 

In his election campaign, Gandhi ac- 
cused the state’s leftist government of 
collusion with the tribal insurgents, im- 
plicitly blaming the communists for the 
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disorder in the preceding weeks. Ironi- 
cally, Indian Home Minister Buta Singh 
had earlier signed an agreement with 
the then Tripura chief minister Nripen 
Chakravarty on steps to combat the 
TNV insurgency. This had invited deri- 
sive comment from the national opposi- 
tion and the media which had wondered 
whether Tripura was a sovereign state 
with which the Indian Government had 
to sign an accord to adopt the necessary 
security measures. 

The CPI-M had persistently accused 
Congress of repeating the tricks New 
Delhi had played in Punjab in the early 
1980s — encouraging extremists and 
separatists to make life difficult for the 


opposition-controlled local government | 


in the hope of making electoral gains in 


the state. In support of its charge, it | 
cited Congress’ electoral alliance with a | 


tribal youth grouping, the Tripura Upa- 
jati Juba Samiti (TUJS). Using TUJS’ 
extremely provocative electoral cam- 
paign in the tribal majority constituen- 
cies as proof, the CPI-M described this 
militant tribal party as the front organi- 
sation of the TNV insurgents. Of 
course, the speeches of some of the 
TUJS candidates had clear separatist 
overtones. 

In the course of his brief campaign 
tour of Tripura, Gandhi unexpectedly 
declared the state a disturbed area — a 
legal device to send the army to fight the 
insurgency and maintain order indepen- 
dent of the Tripura security apparatus. 
This measure followed creation of a 15- 
km security belt along the state’s border 
with the Chittagong Hill Tracts. Gan- 
dhi’s declaration was quickly followed 
by the deployment of seven battalions 
of army and paramilitary forces into the 
security belt. All civil-aviation flights to 
Tripura’s capital Agartala were cancel- 
led to transport additional army battal- 
ions. 





| legislature. Polling for the 





Maj.-Gen. Harjeet Singh, the com- 
manding general of the operation, re- 
fused to discuss either the number of 
troops deployed or those moving in, but 
added: “We are here on national duty 
and will not tolerate any nonsense. 
Cheap political gossip must stop.” 


he leftist parties termed Gandhi's 

declaration a move to intimidate the 
electorate, “a farce on democratic 
norms,” and “disastrous for our coun- 
trys democracy." They claimed it 
would lead to repressive military mea- 
sures against tribal youth who would be 
driven to join the TNV terrorists. Chak- 
ravarty blamed the steep escalation in 
the pre-poll terrorist attacks on Gan- 





dhi's declaration and alleged that the | 


Congress-TUJS electoral alliance was 
actively encouraging murders and kid- 
nappings by the terrorists. 

The Tripura election results, how- 
ever, came as a total surprise to the left- 
ists. More than 80% of the voters turned 
out to cast their ballots and though the 
leftists secured more than half the votes, 
the CPI-M only won 27 of the 59 seats 
contested for a 60-seat 


sole remaining seat is to 
be held later. The CPI- 
M's ally, the Rashtriya 
Socialist Party won two 
seats, giving the leftists a 
total of 29 seats. Congress 
bagged 23 seats and its 
electoral partner, the 
TUJS, secured seven 
from the predominantly 
tribal constituencies. So 
Congress will now form 
the new state govern- 
ment. 

The CPI-M’s polit- 
buro put out a statement 
charging: “The Congress 








Buta Singh: agreement. 


| Garo tribal 





should have very little reason to be 
proud of this dubious victory because it 
was secured in alliance with the TUJS 
that worked in league with the TNV ter- 
rorists and sympathises with the de- 
mand for driving out all non-tribals 
from Tripura.” 

In Meghalaya, Congress could sec- 
ure only 21 of the 58 seats contested for 
a legislature of 60 members. Polls in the 
remaining two districts are to be held 
later. Independents and four local par- 
ties won 37 seats, of which the Hill Peo- 
ples’ Democratic Party bagged 19. As 
the largest single party, Congress 
had staked its claim to form the new 
government. Nonetheless, there is 
gloom in the Meghalaya Congress 
camp, because it fared miserably in the 
area — its traditional 
stronghold. 

But far more important than the 
Congress debacle in Meghalaya is the 
communist setback in Tripura. In the 
national opposition line-up, the CPI- 
M’s views had hitherto carried a lot of 
clout, because the party had controlled 
three state governments: West Bengal, 
Tripura and Kerala. In its 
continuing effort to forge 
opposition unity against 
Gandhi’s government in 
New Delhi, the CPI-M 
had successfully foisted 
its view that the leftists 
, and centrists should work 

together and shun right- 
wing communal parties. 
Now that the CPI-M is 
| viewed to be on the de- 
fensive even in its strong- 
hold, the rival view that 
all opposition parties — 
irrespective of their ideo- 








logies — should make 
2 common cause, could 
gain the upper hand. p 





CHINA 
Shanghai reshuffle 


Changes may bring larger national policy role 


By Louise do Rosario 


Seep, China’s most important industrial city, is to 
have a major personnel reshuffle before the National 
People’s Congress scheduled for late March. While 
analysts do not expect the move to bring about significant 
changes to the administration, the recent elevation of 
Shanghai officials to national party positions has been wel- 
comed locally as giving the city more say in national policy. 

Sources in Shanghai said Jiang Zemin, the present 
mayor and acting party secretary of the city, who was ap- 
pointed to the 18-member politburo at the 13th national 
party congress late last year, would be confirmed in the 
local party post. Zhu Rongji, a vice-minister of the State 
Economic Commission (SEC), who joined the central com- 
mittee as an alternate member last year, will replace him as 
mayor, the sources said. Shanghai’s former party secretary, 
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Rui Xingwen, was promoted to the five-member secretariat 
of the Chinese Communist Party (CCP) at the congress and 
has been offered the job of propaganda chief. 

Jiang and Rui, both from Jiangsu, were appointed to 
Shanghai in mid-1985. Rui was posted to Peking shortly 
after being assigned to the secretariat and Jiang took over 
his party position on an acting basis. 

Sources say Rui has not yet accepted an offer to replace 
Wang Renzhi as director of the party's propaganda depart- 
ment, and his past record suggests he is more a technocrat 
than an ideologue. However, since mid-1987, Rui's star has 
been rising. According to Hongkong-based Wide Angle 
magazine, he was handpicked to join the party's leading 
group for propaganda and ideological work last year and 
was recently appointed the group's deputy chief. In early 
January, he accompanied CCP General Secretary Zhao 
Ziyang to southeast China to inspect military units. 

Jiang is a former electronics minister. Opinions about 
his performance so far in Shanghai are mixed, ranging from 
criticisms of overt self-promotion — he has adopted a 
higher-profile position than Rui — to praise of his role as a 
progressive reformer. There are few details available on 
Zhu, who has been deputy director of the SEC since 1983. 
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SINCE 1735 THERE HAS NEVER BEEN 
A QUARTZ BLANCPAIN WATCH. FOREIGN RELATIONS 
AND THERE NEVER WILL BE.| Border dispute 

hots up 


Thai-Lao military clashes 
intensify in disputed hills 





By Paisal Sricharatchanya in Bangkok 


ighting between Thai and Lao 

forces intensified in a disputed 
hilly region on the Thai-Lao border 
about 400 km north of Bangkok 
during the first week of February. 
Laos claimed to have shot down 
three Thai military aircraft as Thai- 
land stepped up an offensive to dis- 
lodge entrenched Lao positions. 

The escalation was unexpected. 
The northern-based Thai 3rd Army 
Region's Operation Soi Dao (code- 
named after the disputed area) to 
expel the alleged Lao intruders had 
moved slowly in the face of stiff re- 
sistance from Lao positions on 
strategic high ground. The assault 
on Hill 1428 in Ban Rom Klao dis- 
trict — the main target which 
Bangkok claims is 2 km inside Thai- 
land's Phitsanuloke province — 
had looked like being a drawn-out 
exercise. 

There has been an outburst of 
anti-Lao demonstrations through- 
out Thailand, expressing support 
for Thai soldiers on the battle front. 
And Bangkok now appears deter- 
mined to effect a quick military end 
following the breakdown of dip- 














lomatic efforts. 
Despite the widespread public 
] support for the military, there has 
1735 been some criticism over alleged 


B N army ineffectiveness, with former 
LAN C PAI prime minister Kukrit Pramoj say- 
ing that acting supreme comman- 
der Gen. Chaovalit Yongchaiyut 
should have taken tough action ini- 
tially instead of wasting time talk- 
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Mes the end of the day. massing of about six combat-sup- 


port battalions across the Lao bor- 
der has been reported and there is 
concern that combined Lao-Viet- 
namese forces may start another 
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TAIWAN 


The claims of age 


. New president tackles problem of elderly mainland deputies 


By Shim Jae Hoon in Taipei 


Tov: President Lee Teng-hui has 
approved a proposal to “rejuve- 
nate" the island's archaic parliamentary 
institutions, dominated by ageing de- 
puties last elected four decades ago 
from mainland China constituencies. In 
so doing, Lee is following up on the un- 
finished programme of political reform 
of his predecessor, the late president 
Chiang Ching-kuo who died in office in 
January. 

Presiding over a meeting of a 12- 
member ad hoc committee on political 
reform on 3 February, Lee, as new act- 
ing chairman of the ruling Kuomintang 
(KMT), put his imprimatur on the first 
officially proposed plan aiming to retire 
gradually some 1,100 mainland-elected 
deputies who fill the central parlia- 
ment's three chambers. Lee is the first 
native Taiwanese to lead the KMT as 
well as the government. 

In the past four decades since the 
KMT moved to Taiwan after defeat by 
communist forces in 1949, these de- 
puties have dominated the 312-seat 
Legislative Yuan, Taiwan's lawmaking 
chamber, the 934-seat National Assem- 
bly, a presidential electoral college, and 
the 67-member Control Yuan, a na- 
tional watchdog agency. On the theory 
that their constituencies remain under 
communist control, the KMT deputies 
have been "frozen" in office without 
having to face elections. 

Chiang, who faced increasingly 
strident criticism from the majority 
Taiwanese as well as from a newly em- 
boldened opposition, ordered a pack- 
age of sweeping political reforms in 
early 1986. Even before his death, 
Chiang had begun the reform process 
by lifting the 38-year-old martial 
law and officially allowing the opposi- 
tion Democratic Progressive Party 
(DPP). 

While the latest proposal is intended 


FAR EASTERN ECONOMIC REVIEW e 18 FEBRUARY 1988 





to revitalise the island's multifarious 
parliamentary structure, it will not com- 
promise the KMT government's claim 
to represent all of China — the founda- 
tion of its legitimacy. Nor is the pace of 
change to be quick enough to satisfy the 
opposition DPP, whose chairman Yao 
Chia-wen told the REVIEW: “We stand 
by our demand for a new election in 
1989 for all three chambers. " 

Leaving untouched the fundamental 
legitimacy issue, the 65-year-old Lee 
apparently hopes to achieve some li- 
mited change. For example, the number 
of seats in the Legislative Yuan to be 
contested is expected to increase from 
the present 73 to 120 or even 170, de- 
pending on how firmly the govern- 
ment chooses to deal with the prob- 
lem. 


T2 agreeing to retire will benefit 
from a special pension programme 
on which, ironically, those whose retire- 
ments are sought will vote when a bill 
comes to the Legislative Yuan. Each of 
about 1,100 members filling the three 
chambers will be offered a lump- 
sum payment of NT$2.3 million 
(US$80,419), reports suggest. The final 
amount remains negotiable, as it will 
have to be sufficiently attractive to gain 
the votes of the prospective retirees. 

But deputies who have been too old 
or sick to sit in the chamber or who have 
stayed out of the country for a long 
period, will be forcibly retired under the 
plan. At the same time, the proposed 
changes will end the appointive system, 
which has been used to fill National As- 
sembly vacancies from among those who 
unsuccessfully ran for office for the 
KMT on the mainland. 


The independence issue: page 22 





Many Taiwanese are concerned with 
the rising average age of members in all 
chambers: 80.4 years old in the Legisla- 
tive Yuan; 76.7 in the National Assem- 
bly, and 81.8 at the Control Yuan. As 
members die off — 26 in 1987 and 13 in 
January this year alone — the natural 
attrition rate itself is provoking con- 
cern. 

Apart from their physical inability to 
handle heavy loads of legislative work, 
the ageing deputies have become, in the 
eyes of many native Taiwanese, a dis- 
tasteful symbol of the continuing con- 
trol mainland KMT members wield 
over the island. The old-guard legis- 
lators are referred to as “Old Thieves” 
or “Rice Thieves” and sometimes jos- 
tled to the floor when scuffles erupt in 
parliament. Not long ago, one senior 
deputy broke down and wept in public 
when a much younger opposition 
member spat in his face. 

Their case has drawn sympathy from 
other quarters. The leading United 
Daily News newspaper commented re- 
cently that they deserved credit for their 
contribution to the nation. 

Even some younger KMT reformists 
are wary of pushing old deputies too far, 
fearing their resistance might touch off 
demands for a constitutional amend- 
ment or a revision of the Temporary 
Provisions During the Period of Com- 
munist Rebellion legislation of 1948, 
upon which the KMT and the govern- 
ment bases much of their sweeping pow- 
ers and authority. 

Well aware of the criticism that sur- 
rounds them, some senior deputies are 
already protesting. Not a few within the 
Legislative Yuan and National Assem- 
bly vow that their departure will be only 
on a voluntary basis, meaning they will 
not be pushed aside. By contrast, those 
in the Control Yuan have expressed 
readiness to retire with dignity. 

Leading young reformers in the 
KMT, such as Ma Ying-jeou, 37, who 
recently became a party deputy secret- 
ary-general, think the parliament’s 
greening process will require much 
more time than popularly assumed. 
Even if the present proposal were ac- 
cepted in its entirety, it would lead to 
the opening of only about half of the 
Legislative Yuan's total seats to new- 
comers contesting the next general elec- 
tion, due in 1989. As many senior legis- 
lators would likely be unable to attend 
parliamentary sessions by then, Ma ar- 
gues that their absence would have the 
effect of “rejuvenating” the lawmaking 
institution. 

Even so, the rejuvenation of the en- 
tire legislative chamber would have to 
wait until 1992, when the election after 
the next one is scheduled. While by that 
time age should have taken its toll of 
most senior deputies, their disappear- 
ance will have raised a new issue: how to 
keep alive Taiwan's claim on China 
when no more mainland deputies hold 
the reigns of power. 


21 


TAIWAN 


The independence issue 


Opposition flares over treatment of dissidents 


aipei’s Chinan Presbyterian Church 

with its red-brick walls and palm- 
tree lined garden seemed an unlikely 
gathering place for opposition hotheads 
singing protest songs and demanding 
political freedom. Yet in the aftermath 
of president Chiang Ching-kuo’s death 
last month, it was perhaps a sign of the 
times that the ancient church building 
had turned into a dissident forum. 

The 300 opposition figures, includ- 
ing workers, students and writers, who 
overfilled the small church on the night 
of 6 February were praying and singing 
for the release of Tsai Yo-chuan and 
Hsu Tsao-teh, the prominent dissidents 
sentenced on 16 January to 
prison terms of 11 and 10 
years, respectively, for ad- 
vocating Taiwan’s indepen- 
dence. 

The three-hour church ser- 
vice was loaded with ominous 
messages for the new Presi- 
dent, Lee Teng-hui, who un- 
expectedly also inherited the 
leadership of the ruling 
Kuomintang (KMT) after 
Chiang's death on 13 January. 
Although the gathering was 
ostensibly religious, its anti- 
government tones were ac- 
cented by speakers criticising 
the jailing of people because 
of their political convictions. 
The large turnout indicated 
that more and more Christians 
— particularly the politically 
aware Presbyterians — might 
be responding to the issues of 
dissent and human rights. 

The candlelight prayer 
meeting “for the politically persecuted” 
in effect formally broke the month-long 
moratorium on anti-government rallies 
agreed by the major opposition Demo- 
cratic Progressive Party (DPP) last 
month. And only a last-minute com- 
promise with the police led to the meet- 
ing’s sponsors calling off a protest 
march to the presidential office building 
not far from the church. 

If the presence of DPP chairman 
Yao Chia-wen emphasised the political 
nature of the church meeting, the choice 
of Lee’s favourite place of worship 
stood out as a mark of defiance. The 
choice of venue appeared to be a test of 
the first native Taiwanese president’s 
response to calls for independence from 
his own people. 

However, those tempted to chal- 
lenge his will might run into trouble. 
Speaking at the KMT's 4 February cen- 
tral standing committee, Lee declared 
that advocates of Taiwan's indepen- 
dence should be strictly dealt with ac- 
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cording to the law, the China Times 
newspaper reported. The lifting of mar- 
tial law in July last year has not slowed 
the pace of prosecution of dissidents 
and the heavy sentences on Tsai and 
Hsu tended to confirm Lee's resolve. 

However, some opposition sources 
insisted that it was precisely such intol- 
erance which was tilting the DPP to- 
wards reinforcing the independence 
platform, at a time when it ought to be 
focusing on more practical issues such as 
democratisation. 

With party hardliners seizing on the 
jailing of Tsai and Hsu as a rallying 
point for a new island-wide campaign 


Demonstrators clash 0 ver the jailing of dissident leaders. 





for improved human rights and a gen- 
eral election next year for all three 
chambers of the central parliament, 
party moderates expect the issue to gen- 
erate more confrontation. 


P ge and Hsu have attracted consi- 
derable attention, mainly as a result of 
the High Court's handling of their trial. 
In a hurry to close the case, the court 
rushed them through a single hearing 
lasting for 14 hours, sweeping aside the 
plea of Hsu's wife that her husband, suf- 
fering from a rare heart disease, badly 
needed medical attention. As the pallid 
Hsu sat slumped on the bench, Tsai's 
wife and his 75-year-old mother chained 
themselves to the defendant, shouting 
that the trial was unfair. 

It was the only hearing before the 
sentencing. Dissidents said that the 
KMT wanted to *get over" the case be- 
fore the 7 July opening of the KMT's 
party congress. Others said the govern- 
ment was using the trial, in the midst of 


the mourning period for Chiang, as a 
warning to other oppositionists embrac- 
ing the independence issue. In the 
event, the defendants' families and sup- 
porters were so outraged by the pro- 
ceedings that on 30 January, about 60 
people defied the ban on demonstra- 
tions and staged an hour-long sit-in be- 
fore the Tucheng Prison outside Taipei, 
chanting slogans demanding the dissi- 
dents' release. 

The latest evidence of the govern- 
ment's resolve came on 1 February, 
when Chuang Sheng-hui, a DPP mem- 
ber, was sentenced to 25 months in 
prison after conviction on assorted 
charges of demonstration and assault 
and battery against policemen, and for 
contempt of court. 

Others recently convicted in connec- 
tion with last year's DPP-sponsored 
demonstrations — against martial law, 
and then against the new national sec- 
urity law which replaced it — 
include Kao Ching-hung (five 
months in jail, two years’ pro- 
bation), Hsiao Kuan-yu and 
Tsai Wen-hsu (five months in 
jail and two years’ probation 
each). 

A second group of protest- 
ers — Li Huai-ting, Lin Fei- 
feng and Tsai Jen-chien — has 
drawn prison terms ranging 
from three to six months from 
the Taipei District Court, for 
assaulting a security agent 
spying on their demonstration 
in front of the Cathay Pacific 
Airways office in Taipei in 
1986. 

They and others marched 
to the airline office on discov- 
ering that the airline had re- 
fused to allow Hsu Hsin-liang, 
a well-known exiled Taiwan- 
ese opposition figure, to 
board a Cathay flight in his at- 
tempt to return home. A 
magnetic leader, Hsu faces prosecution 
at home, but officials have prevented 
him from returning, fearing he may stir 
more trouble for the government. 

As the case involving Tsai Yo-chuan 
and Hsu Tsao-teh moves to the Su- 
preme Court, a third group of opposition 
politicians is awaiting final hearings be- 
fore the Taipei District Court. DPP's 
Hong Chi-chang, Hsieh Chang-ting and 
Chiang Kai-shih are defending them- 
selves against charges of leading violent 
clashes with government sympathisers 
at a demonstration in June against the 
new national security law. 

Their conviction could carry a 
maximum sentence of seven years in 
prison, but it could also cause some em- 
barrassment to the KMT government. 
Hong, a well-known psychiatrist and 
human-rights activist, belongs to the 
DPP wing in the National Assembly, 
whose task is to elect the president and 
vice-president of Taiwan. 

— Shim Jae Hoon 
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Cambodian market forces 


Thai smugglers reap big profits from illicit cross-border trade 


By Paisal Sricharatchanya in Klong Yai 
Fo years, illicit trade has thrived be- 
tween this east coast Thai fishing 
town and the neighbouring Cambodian 
island of Koh Kong, though, officially, 
Thailand’s trade with Cambodia is ban- 
ned because the two countries have no 
diplomatic relations. Bangkok recog- 
nises the anti- Vietnamese Democratic 
Kampuchean coalition government. 

Recently, the illicit trade has been 
booming. Thai contraband flowing 
through this coastal route supplies 
Phnom Penh’s blackmarkets, with some 
moving even further into southern Viet- 
nam. 

On one level, the trade reflects Thai 
flexibility. Because of Cambodia’s de- 
pressed economy and undeveloped 
manufacturing sector, it is in desperate 
need of most basic consumer goods. 
Businessmen here and some Thai offi- 
cials note that if the Thais fail to meet 
Cambodia’s needs, businessmen from 
other countries would quickly fill the 
breach. 

Singaporean ships, for example, 
have been calling at Kompong Som, a 
major port in southern Cambodia, over 
the past few years and, more recently, a 
foreign vessel flying the Japanese flag is 
said to have paid Kompong Som a visit. 

But on another level, there is con- 
cern in Bangkok that the illicit trade 
could not have thrived without the con- 
nivance of senior Thai officials in Trat 
province, which includes Klong Yai and 
Laem Ngob district, where smuggling is 
also said to be rife. Trat officials have 
not only come under fire for their al- 
leged role in the illicit trade, but are also 
under attack for their alleged involve- 
ment in the smuggling of Vietnamese 
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refugees into Thailand from Cambodia. 

A local military source told the 
REVIEW that a number of provincial and 
district officials have not only taken 
bribes to ignore banned activities, but 
also to turn a blind eye to the influx of 
Vietnamese refugees. Ten ranking 
police officers, including Trat pro- 
vince's police chief, have been trans- 
fered out of the province since the end 
of January, following an uproar over 
their alleged activities. Then on 4 Feb- 
ruary, following intense press specula- 
tion on the issue, Interior Minister 
Prachuab Suntharangkun ordered the 
transfer of Trat Governor Thongdum 
Barnchuen to a minor posting in 
Bangkok. 

Sources here could not offer any pre- 
cise estimate on the size of the illicit 
trade. But they did say that it is on an in- 
creasingly larger scale, perhaps equiva- 
lent to more than US$1 million a month. 
The smugglers operate the hundreds of 


| small boats which ply the shallow, 12- 


km long coastal area between Klong Yai 
and Koh Kong. From Koh Kong, the 
contraband is shipped to Kompong Som 
and then moves overland to Phnom 
Penh and beyond. One such boat was 
seized by Thai marine police in late 
January with a full load of bicycles and 
clothing valued at more than Baht 1 
million (US$40,000). 


he contraband is said to include 

many of 36 items classified by the 
Thai military as "strategic" and, there- 
fore, officially banned for sale to In- 
dochina. The military's strategic-items 
list was drawn up by the Chanthaburi- 
Trat Task Force (CTTF), a Royal Thai 


Navy command based in Chanthaburi 
province, located north of here. The 
CTTF is responsible for coastal defence 
in the area. Private possession, trans- 
portation and sale of the 36 items are 
supposedly subject to strict controls — 
the enforcement of which lies with pro- 
vincial authorities. 

The Thai military appears to have a 
legitimate interest in trying to prevent 
some items on the list from being smug- 
gled into Cambodia. Among these are 
pharmaceuticals, needed by wounded 
Vietnamese soldiers and their Cambo- 
dian allies, batteries used to power 
military radios, and plastic sheeting 
used to protect weapons and ammuni- 
tion from the rain. 

But many consumer items with no 
immediately apparent strategic value 
are also on the list. These include 
cigarettes, instant noodles, tooth paste 
and brushes. Businessmen here com- 
plain about the difficulty in obtaining 
permission to transport these goods 


.from one place to another and the prob- 


lem of keeping precise inventories of 
these items for unannounced official in- 
spections. 

At the urging of the Trat Chamber of 
Commerce, provincial civil and military 
authorities agreed in early 1987 that 15 
items should be dropped from the list. 
However, the proposal was subse- 
quently rejected by the CTTF on sec- 
urity grounds. 

Monosodium glutamate (MSG), a 
taste enhancer widely used in the prep- 
aration of food, was one of the products 
the chamber wanted dropped. But the 
military blocked the move because 
MSG is also used to stop bleeding and 
prevent infection. A military source 
said: “All basic-necessity items, from 
food to clothing, are considered stra- 
tegic on the battle field.” 

In an interview before his transfer to 
Bangkok, Thongdum said anti-smuggl- 
ing enforcement is difficult. He noted 
that smugglers in Klong Yai and Koh 
Kong often had close family ties. A 
majority of Koh Kong's population are 
ethnic Thais who speak Thai as well as 
Cambodian and claim dual nationality. 

Thongdum conceded that the illicit 
trade has been on the rise due to higher 
demand for consumer goods in Cam- 
bodia. “Working through their network 
of contacts, some of the boats that bring 
strategic goods to Koh Kong bring back 
Vietnamese refugees on the return 
trips," he said. 

Thai smugglers are now trading 
mostly in foodstuffs, clothing and san- 
dals — all on the military's strategic- 
items list. Their Cambodian counter- 
parts offer in return large quantities 
of crabs and prawns, animal hides, 
elephant tusks, mother of pearl inlayed 
goods and gemstones. Baby crocodiles, 
bought at more than Baht 1,000 each 
and sold in Bangkok for about twice as 
much, are among the more exotic of the 
Cambodian items traded. Oo 
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THE 5TH COLUMN Nihal Jayawickrama | 


The case for a Hongkong 
bill of human rights 


ongkong has had little time and 

less inclination to spare but a pass- 
ing thought on the subject of human 
rights. This is chiefly due to its continu- 
ing economic prosperity and social sta- 
bility. Administered by a paternalistic 
and benevolent bureaucracy, Hong- 
kong is a unique phenomenon in the 
contemporary world. It evokes in me a 
nostalgia for the halcyon days of my 
childhood, in the declining years of col- 
onial rule in Sri Lanka which, barely 40 
years later, is a war zone in which un- 
speakable atrocities are commonplace. 

Hongkong's sense of complacency is 
also induced by its addiction to English 
common law, but in today's world the 
common law is a demonstrably in- 
adequate protector of human rights. A 
more immediate reason for 
the negative attitude towards 
human rights is the preoccupa- 
tion of civic and interest groups 
with the demand for direct elec- 
tions in the territory. A repre- 
sentative legislature, however, 
is not a substitute for a bill of 
rights. On the contrary, every 
bill of rights seeks primarily to 
protect the citizens from the 
overwhelming authority which 
legislatures are capable of abus- 
ing. 

The essence of the "one 
country, two systems" concept, 
pledged by the British and 
Chinese governments in their 
1984 Joint Declaration on the 
future of Hongkong, is that the 
current social and economic sys- 
tems of the territory and the pre- 
sent lifestyle of its inhabitants | 
will remain unchanged for 50 
years after its absorption into a 
strictly regimented communist state in 
1997. From a constitutional perspective, 
this can only be achieved by guarante- 
eing the human rights of its 5.5 million in- 
habitants against any encroachment by 
the state or its functionaries. 

But the committee now drafting the 
Basic Law — or mini-constitution — of 
the future Special Administrative Re- 
gion (SAR) have, far from aiming to 
protect the human rights of its inhabit- 
ants, sought to invest the state with 
extraordinary power over life, liberty 
and property. 

Human rights are different from other 
rights in at least two respects: they are 
inherent and inalienable. Consequently, 
there can be no uncertainty as to 
their identification or their content. In 
fact, there exists today a comprehensive 
statement of human rights of universal 
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Hongkong shoppers: sense of complacency. 


applicability. It has received precise 
legal form through incorporation in a 
multilateral treaty, the International 
Covenant on Civil and Political Rights 
(ICCPR). There is also now available a 
substantial body of case law, notably 
from the European Commission and 
Court of Human Rights. 

Therefore, the contemporary drafts- 
man of a bill of rights need look no 
further than the ICCPR which repre- 
sents, in proper legal form, the mini- 
mum standard acceptable to the inter- 
national community. It is also available 
in an authentic Chinese version. 

In the Joint Declaration, the Chinese 
Government has made two firm com- 
mitments: that the provisions of the 
ICCPR shall remain in force, and that 
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human rights will be ensured by law in 
the Hongkong SAR. Since the primary 
obligation of a state under the ICCPR is 
to ensure in law that all individuals 
within its territory have the rights recog- 
nised therein, and to provide an effec- 
tive remedy within the national legal 
system to any person whose rights have 
been violated, these commitments 
must mean that the Hongkong SAR 
will have an enforceable bill of rights. 
The responsibility of translating that 
promise into reality lies with the 


Nihal Jayawickrama, a lecturer in civil 
liberties, constitutional and adminis- 
trative law at the University of Hong- 


kong, is a former Sri Lankan secretary 
for justice. 








Basic Law Drafting Committee (BLDC). 

Dealing with the first commitment, 
in its draft proposals on fundamental 
rights released late last year, the BLDC 
merely states that the ICCPR “shall be 
implemented through the law of the 
Hongkong SAR.” The obligation of a 
ratifying state is to incorporate the 
provisions of the ICCPR in the nation- 
al constitution, thereby specifying 
through the supreme law the limits of 
legislative and executive authority. Bri- 
tain, which ratified the covenant in 
1976, has so far failed to enshrine its 
provisions in Hongkong law. 

If the Chinese Government intends 
to fulfil its obligation, the Basic Law 
must categorically state that the rights, 
as defined in the ICCPR, shall form part 
of the law of the Hongkong SAR. The 
formula adopted by the BLDC is only a 
direction to the future legislature to 
have regard to the terms of the coven- 
ant. It is devoid of any content, and of- 
fers no protection. It is a negation of the 
Joint Declaration. 

Ignoring the universally ac- 
cepted international  instru- 
ments on the subject, and tak- 
ing the Chinese Constitution as 
its model, the BLDC has at- 
tempted to produce a home- 
grown bill of rights. The result, 
predictably, is a caricature of 
human-rights law. 


F numerous rights, some 
of which form part of cus- 
tomary international law, have 
been omitted. Regarded as ir- 
relevant are the right to life, 
freedom from torture and from 
forced or compulsory labour, 
the prohibition of retroactive 
criminal. law, the rights of 
minorities, children, prisoners, 
and of aliens lawfully in the ter- 
ritory. 

Secondly, several of the 
rights chosen for inclusion have 
been so emasculated that they have as- 
sumed a different meaning altogether. 
For instance, “freedom of speech, of the 
press, and of publication" has been sing- 
led out, omitting any reference to the 
other vital attributes of the freedom of 
expression, namely, “the freedom to 
seek and receive information and ideas 
of all kinds." The implication is that in 
the SAR foreign publications, for in- 
stance, may be subjected to rigid cen- 
sorship before they are released for sale 
and distribution. 

Then again, the freedom of move- 
ment is described as the "freedom to 
migrate," suggesting thereby that, what 
is assured is the freedom to purchase a 
one-way ticket into exile. Tinkering 
with the right to a fair trial has resulted 
in the omission of attributes such as a 
public hearing, a prompt charge, trial 
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wi hout undue delay, the M assistance 
| of an interpreter, freedom from self- 


| sumption of innocence. 


| incorporated in the Basic Law as “im- 
practicable," because "it will make the 
text far too long and cumbersome," and 
|. “unnecessary” because “it will make the 
|. text repetitive," 
|) the Basic Law sub-group on fundamen- 
| tal rights, described the ICCPR as a 
| document which sets out general princi- 
| ples which “are more in the nature of 
rules of guidance." 

Eighteen years of labour went into 
that effort to convert the Universal 
Declaration of Human Rights, which 
was a standard of achievement, into a 
legally binding enforceable treaty. At 
least 65 of the 83 countries which have 


ratified the ICCPR have adopted, in | 
one form or another, the text of the | 


covenant and incorporated it in their 


domestic laws. Is Hongkong so singu- | 


larly distinct from the rest of the world 
that it must insist on marching to the 
beat of a different drummer? 

Some human rights (e.g. freedom 
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| incrimination and, above all, the pre- p 


|. Why is it that the BLDC has chosen | 
| to ignore the existing international law a 
| of human rights? Does an answer | - 
i.perhaps lie in what recently retired |, r "€ 
| Hongkong High Court judge Simon Li p |^ 
| said, not very long ago? Dismissing the |- m Dus 
| suggestion that the text of the ICCPR be —— ——— 


Li, as the chairman of | 
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| from None are absolute, while others 
| (e.g. freedom of expression) are not; 

| the rationale being that the exercise of 
| human rights may be restricted to the 
| extent necessary to accommodate the 
| rights of others. A restriction must 
| either be precisely defined, or be made 
| conditional upon an objective deter- 
| mination by a court that such restric- 
| tion is necessary to achieve a specifi- 
| ed objective. If not, the right is in 
| danger of being eroded, or of being 
destroyed altogether. 
| 
| 
| 
| 
| 
| 
| 
i 
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F or example, under the constitution 
= of Jamaica, deprivation of personal 
liberty is authorised in 11 enumerated 
cases. Alternatively, the constitution of 
Anguilla — like Hongkong a British de- 
pendent territory — subjects the free- 
dom of expression to restrictions im- 
posed by law which are "reasonably re- 
quired" to protect certain interests and 
are "reasonably justified in a democra- 
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In contrast, the constitutions of Ma- 
laysia and Singapore state that “No per- 
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Now in its 24th year the CHINA TRADE REPORT 
which is published monthly by the Review Publishing 
Company Limited has long been recognized by lead- 
ing business executives throughout the world as the 
most authoritative newsletter of its kind. 


. CHINA TRADE REPORT Provides A Broad Range 
`. Of information 
Covering subjects which range from foreign invest- 
ment to fashion, electronics, telecommunication, 
engineering, contract negotiations and to literally 
dozens of others the CHINA TRADE REPORT is 
essential reading for anyone doing, or wishing to do, 
business with China. 


You Could Gather It Yourself 

You probably could get the same information on your 
own but in order to locate what is contained in each 
and every 16 foolscap page issue of CHINA TRADE 
REPORT you'd have to read hundreds of publications, 
not to mention have your own network of people re- 
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Why not subscribe now and discover for yourself how 
the CHINA TRADE REPORT can help eliminate the 


mystery and much of the risk in doing business with 
China. 
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Singaporean laws relating to internal 
security. 

In the Hongkong SAR, unlawful 
search of or unlawful entry into the 
home shall be prohibited. Correspon- 
dence and telephone communications 
may be intercepted “according to proce- 
dure prescribed by law.” A resident may 
enter the territory “if he holds a valid 
travel document,” and is free to leave 
the SAR “unless restrained by law.” 
Even the freedom to raise a family may 
be restricted by law in order to protect a 
variety of interests, giving rise im- 
mediately to the spectre of compulsory 
family planning. In reality, therefore, 
none of these rights are guaranteed. To 
the extent that the legislature has not 
encroached on any of the rights, they 
may be enjoyed. The authority of the 
legislature to so encroach is not limited 
or circumscribed in any way and it may, 





if it chooses, drain the rights of all con- 
tent. 

The problem of protecting human 
rights in Hongkong is further compli- 
cated by the fact that under the Chinese 
Constitution, the power of interpreting 
the Basic Law is vested in the standing 
committee of the National People’s 
Congress. Therefore, if the source of 
human rights is that Basic Law, even a 
determination that an SAR law in- 
fringes a right is a matter for the stand- 
ing committee. 


bill of rights is primarily intended 

to serve the needs of ordinary peo- 
ple. It must be a living document, capa- 
ble of being resorted to, at a moment of 
crisis, in the life of an individual. A civil 
servant who is denied promotion on the 
grounds of race, a newspaper editor 
who is being compelled to disclose his 
source of information, an accused per- 
son awaiting trial who finds that the law 
has been retroactively amended to his 
detriment, should all be able to invoke 
in aid the bill of rights. 
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When it is invoked, not only is time 
of the essence, but the court should 
have the authority to interpret the relev- 
ant provision, by reference to the most 
recent jurisprudence on the subject, 
and declare, if that be the case, that an 
administrative or legislative act is incon- 
sistent with such provision and is, there- 
fore, invalid. It is not practicable to 
refer such matters to the standing com- 
mittee. Nor is the standing committee 
an appropriate body to examine and 
consider subtle and intricate questions 
of international human-rights law that 
may be in issue in such a case. 

More fundamentally, is the Basic 
Law the appropriate medium through 
which human rights should be both de- 
fined and guaranteed? The Basic Law is 
essentially a political document em- 
bodying the “one country, two systems" 
concept, the enforcement of which may 
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BLDC meeting in Peking: from promise to reality. 


require the supervision of the Chinese 
Government. A bill of rights is a legal 
document, expressed in precise legal 
language, to be applied and enforced by 
courts of law, according to rules of in- 
terpretation formulated by them. The 
Basic Law is a product of Chinese law. 


The bill of rights must be capable of 


being applied in the context of a com- 
mon law legal system. 

It seems to me that the human rights 
of the people of Hongkong can be 
adequately protected only by incor- 
porating the provisions of the covenant 
in the existing domestic law. That can, 
and ought, to be done now, through a 
constitutional amendment in the form 
of an Order in Council (legislation 
enacted by the British monarch for de- 
pendent territories). Such a step by 
the British administration will not 
only be a significant contribution to- 
wards maintaining and preserving confi- 
dence within the territory during this 


crucial transitional period; it will also 


help place the BLDC back on the right 
track. R) 


PHILIPPINES 


Moros raise 
the stakes 


Muslim insurgents seek to join 
the Islamic world group 


By James Clad in Manila 


move by the Moro National Libera- 

tion Front (MNLF) to become a full 
member of the 47-nation Organisation 
of the Islamic Conference (OIC) has put 
a question mark over the future direc- 
tion of the Muslim insurgency in the 
Philippines. After a decade of relative 
calm, the 17-year-old rebellion affecting 
many southern provinces could become 
more violent. 

The MNLF’s application troubles 
President Corazon Aquino’s govern- 
ment. Despite the many Islamic libera- 
tion movements worldwide, only the 
Palestine Liberation Organisation 
(PLO) has full OIC membership. This 
reflects Middle East opinion that the 
end result of the PLO’s struggle must be 
a Palestinian state. Full OIC member- 
ship for the MNLF would signal accep- 
tance by the Islamic world that the same 
national status must be given to the 5-7 
million Philippine Muslims. 

The OIC will discuss the MNLF’s ap- 
plication when it meets in Jordan on 18 
March. If sentiment favours radicals 
such as Libya, Algeria and Syria, the 
vote will support the MNLF. The 
MNLF's lobbying is concentrated on 
Saudi Arabia, a key moderate and one 
of the four countries on an OIC commit- 
tee dealing with MNLF issues (the 
others are Libya, Senegal and Somalia). 

Manila is also lobbying the Saudis 
and other moderates. All Philippine 
ambassadors accredited to OIC coun- 
tries returned home for consultations 
during 1-5 February. 

As many as 300,000 Filipino contract 
workers live in the Middle East, a factor 
complicating Manila’s diplomacy. The 
need to remain on good terms with the 
OIC countries constrains Philippine 
foreign policy. This was underlined on 2 
February when the resident OIC am- 
bassadors (of whom there are 11) wona 
tough statement from Manila on the re- 
cent disturbances in Israeli-occupied 
territory. The statement “deplored the 
unabated violence and violations of 
human rights in the Israeli-occupied 
Arab territories of the West Bank and 
Gaza." . 

OIC membership could be a turning 
point for the insurgency. During the 
1970s at least 50,000 Filipinos died in 
fighting between the MNLF and Armed 
Forces of the Philippines (AFP). The 
conflict waned after Libya, the OIC sec- 
retariat, the MNLF and the Philippines 
signed an agreement in Tripoli in 1976 
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granting autonomy within the Philip- 
pine state to 13 provinces. But with 
Middle East funding, the MNLF con- 
tinues to maintain an army of about 
15,000 well-equipped men. Although it 
talks about a 27-province “Bangsa 
Moro” homeland, the MNLF would set- 
tle for the Tripoli accord, which it claims 
was never truly implemented. 

Muslim hopes rose after former pre- 
sident Ferdinand Marcos fled in Feb- 
ruary 1986. MNLF chairman Nur Mis- 
uari began talking to the new Aquino 
government (REVIEW, 18 Sept. '86). 
But discussions stalled when he rejected 
Aquino's offer to decree a 10-province 
"regional executive council" in Min- 
danao (REVIEW, 27 Aug. '87). Aquino 
faces heavy opposition within her loose 
ruling coalition to any deals with Mis- 
uari. 

The MNLF's weakness is that it is 
just one of three major Muslim 
separatist groups. Moro Islamic Libera- 
tion Front chairman Hashim Salamat, 
Dimas Pundato (who leads a breakaway 
MNLF faction) 
and Misuari him- 
self each have 
different ethnic, 
ideological and 
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One reason for 
seeking OIC mem- 
bership is to boost 
Misuari’s fading 
prestige among the 
various factions, 
both in and outside 
the MNLF. 

Meanwhile, 
clashes between the 
AFP andthe MNLF 
are increasing. 
Fighting erupted in 
the Eleven Islands 
group south of 
Zamboanga in mid-December when 
troops under Maj.-Gen. Cesar Tapia at- 
tacked MNLF-bunkered encampments. 
Tapia argued for a more aggressive 
stance against the MNLF guerillas at a 
secret command meeting said to have 
convened on 4 January in Manila. He 
said there had been a hardening in in- 
surgent tactics, spearheaded by MNLF 
militants Farouq Hussein, Abu Bakar 
and Amin Kasay and MNLF guerillas 
fresh from Middle East training 
grounds. 

Apart from MNLF military man- 
oeuvring, political action is intensifying. 
In less than a year the Philippine Con- 
gress must enact an “organic act” giving 
autonomy to “Muslim Mindanao,” as 
provided for in the constitution, and 
which must be endorsed by plebiscite. 

An Aquino-appointed panel has 
been sounding out Mindanao opinion 
since November, and acting on its rec- 
ommendation, Aquino will appoint a 
27-member “regional consultative com- 
mission” this month to advise Congress 
on the autonomy bill. [1 
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US helicopter during a Team Spirit exercise: ‘effective deterrent.’ 


SOUTH KOREA 


Terror tactics threat 


US fears sabotage, not attack, from North in Olympics run-up 


By Mark Clifford in Seoul 


Fo the moment at least, terrorism 
and sabotage have replaced a direct 
North Korean attack as the main con- 
cern of US military planners in South 
Korea. The commander of US forces in 
South Korea, Gen. Louis Menetrey, 
said at a press conference that the 
danger of an assault on the South is un- 
likely. But in the wake of the North Ko- 
rean bombing of KAL flight 858 in 
November 1987, the US military is con- 
cerned about a possible stepped-up ter- 
ror campaign. 

Any North Korean action “would 
more likely take the form of terrorist 
disruption rather than overt military ac- 
tion,” Menetrey said in his first press 
briefing since taking command in June 
1987. While he noted that North Korea 
has one of the world’s largest special 
forces contingents — estimated to be 
80,000 strong — Menetrey said that 
small groups of special agents or indi- 
viduals, rather than conventional as- 
sault teams, pose more of an immediate 
threat. 

Concern is centred on possible North 
Korean attempts to create a climate of 
instability in the period leading up to the 
Olympics, which open in Seoul on 17 
September. “A [direct] North Korean 
attack would be foolhardy,” said 
Menetrey, who apparently rules out 
fears of cross-border artillery fire or sur- 
face-to-surface missile strikes. 

One week before the Asian Games 
opened here in 1986, a bomb exploded 
at Seoul's Kimpo Airport, killing five 
people and injuring at least 31 more. No 
one claimed responsibility for the blast, 
but Western analysts here generally be- 





lieve that North Korea was responsible. 
And these analysts speculate that the 
KAL bombing in November may be the 
prologue to a series of sabotage inci- 
dents. 

Anti-terrorism activities are “pri- 
marily” a South Korean responsibil- 
ity, Menetrey said. He declined to dis- 
close whether the US would aid such ef- 
forts in an advisory or active capacity. 
US intelligence agencies are understood 
to have provided extensive assistance to 
South Korea during the Asian Games. 

The US will, Menetrey confirmed, 
send a carrier battle group to South 
Korea during the Olympics and provide 
“all forms” of surveillance to assist the 
South Koreans. The surveillance is 
likely to include intensified satellite 
coverage as well as stepped-up recon- 
naissance missions by SR71 Blackbird 
jets, analysts say. 

The US and South Korea have al- 
ready announced plans to go ahead with 
this year’s Team Spirit exercises, which 
normally take place on an east-west 
rather than a north-south axis and well 
away from the Demilitarised Zone. 
Sources on both sides claim there was 
never any question of cancelling the 
manoeuvres this year because of the 
Olympics. As Assistant Foreign Minister 
Park Soo Gil told foreign newsmen re- 
cently: “Team Spirit serves as an effec- 
tive deterrent against North Korea’s ag- 
gressive policy.” 

The exercise will begin in late March 
and, apart from ground units in South 
Korea, is expected to involve elements 
of the US 25th “Tropic Lightning” Divi- 
sion from Hawaii, the Fort Lewis, 
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Washington-based 9th Division and the 
Ist Special Forces Group, stationed in 
Okinawa. | 

Menetrey believes North Korea’s 
growing international isolation, which 
November' bombing incident has 
underscored, makes it unlikely that 
China or the Soviet Union would sup- 
port a North Korean attack. “I think it’s 
not in [Pekings or Moscow's] i 
terests,” he said. 

The general would not comment on 
whether China was cooperating with the 
US to try to restrain North Korea. But 
he did say that the Chinese, with whom 
the US military has “increasing involve- 
ment”... “have acted fairly responsibly 
in this regard.” As North Korea be- 
comes more isolated, however, or if it 
tilts more towards the Soviet Union, 
China’s ability to exercise a restraining 
influence wanes. 


B the general's only major gaffe dur- 
ing the press conference he apparently 
confirmed a recent press report that a 
munitions train from China exploded in 
North Korea last December, though he 
refused to divulge details. When asked 
if "from your intelligence reports, are 
you able to tell us anything about this re- 
port" of a munitions train exploding, 
Menetrey replied: “No, except we knew 
that it happened." What about reports 
that it was an attack by anti-North Ko- 
rean elements? “I can't speculate about 
that," the general said. 

After the press conference, US mili- 
tary spokesmen backed away from the 
general's statement, insisting that “he 
was trying to say he was aware of the re- 
port." But the military spokesmen stop- 
ped short of issuing a denial, with one 
saying, “we cannot comment on intelli- 
gence reports." The US' unwillingness 
to clarify the situation, or even issue a 
retraction, left matters murky. 

According to the report, 120 people 
died and more than 5,000 were injured 
in the blast. It is believed US military 
surveillance of Chinese arms shipments 
may have increased because Silkworm 
missiles are known to have passed 
through North Korean ports on their 
way to Iran. 

Both China and North Korea denied 
reports of the explosion. Coming in the 
wake of the South Korean and US at- 
tempt to encourage the international 
community to impose sanctions on 
North Korea for the KAL 858 bombing, 
the incident raised questions about US 
credibility. 

Menetrey also noted that North Ko- 
rean radio announced on 2 February 
that it had the remains of two US ser- 
vicemen who died in captivity during 
the Korean War. Menetrey said he be- 
lieved the announcement was made to 
attract the attention of the US. More 
than 8,000 US servicemen are listed as 
missing in action (MIA) during the war. 

Pyongyang has said it will not return 
the remains of American MIAs in retali- 
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ation for recent US sanctions against 
North Korea for its involvement in the 
KAL bombing. The US said it would 
tighten visa controls on North Koreans 
seeking entry to the US and inform US 
diplomats worldwide to avoid informal 
contacts with their North Korean coun- 
terparts. 

North Korea also cancelled a mutual 
armistice commission meeting on 27 
January to protest at the US' characteri- 
sation of the country as a “terrorist na- 
tion,” following the KAL bombing. 

Menetrey also said that operational 
control of military forces in South 
Korea may be given to a South Korean 
commander when the South achieves 
military parity with the North, which he 
expects to occur sometime in the early 
to mid-1990s. Under a 1978 agreement, 
operational control of South Korea's 
frontline forces rests with the US com- 
mander. 

A few days after Menetrey spoke, 
president-elect Roh Tae Woo said that 


Menetrey: surveillance assistance. 


South Korea would have an “equal” 
military relationship with the US in the 
early to mid-1990s. During the presiden- 
tial election campaign Roh said that 
South Korea should have operational 
control over ROK forces. US forces are 
traditionally not commanded by a 
foreign national, and an equal military 
arrangement is likely to pose some poli- 
tical problems in Washington. Even 
now, however, Menetrey's deputy com- 
mander-in- -chief, who is a South Korean 
four-star general, has operational con- 
trol of the combined forces when 
Menetrey is out of the country. 

Some recent visitors to North Korea 
have reported that there are elements in 
the country's leadership who would like 
to open up the country. However, 
North Korea's unwillingness to com- 
promise on its demand that it be allowed 
to co-host the Olympics and its pre- 
sumed involvement in the KAL bomb- 
ing suggests that the time for accommo- 
dation may still be a long way off. Oo 
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HONGKONG 


A language problem 


Peking says only Chinese version of SAR law would be binding 


By Emily Lau in Hongkong 

suggestion that the Basic Law, or 

mini-constitution, of China’s future 
Hongkong special administrative region 
(SAR) will not have a legally binding 
English-language version has been 
described as “unacceptable” by some 
Hongkong lawyers. And these lawyers 
argue that the proposal casts doubt on 
Peking’s sincerity in implementing its 
"one-country, two-systems" adminis- 
trative concept for the territory after 
1997, when it reverts to Chinese sover- 
eignty. 

The proposal was put forward by a 
coordinating committee of the Basic 
Law Drafting Committee (BLDC) in 
Canton on 3 February. The BLDC is a 
58-member body appointed by Peking 
to draft the Basic Law. A first draft of 
the Basic Law is to be published in May, 
to be followed by five months' consulta- 
tion in Hongkong. 

The coordinating committee was 
formed to streamline the five BLDC 
subgroups' reports and to prepare a 
draft Basic Law for the seventh BLDC 
plenary session to be held in Peking in 
April. The five subgroups are con- 
cerned with the SAR's political system, 
economy, relationship with Peking, 
rights and duties of SAR inhabitants, 
and education, science, technology, cul- 
ture, sports, labour and religion. 

Mainland BLDC member Xiao 
Weiyun, political subgroup co-con- 
venor and an assistant law professor at 
Peking University, said the coordinat- 
ing committee decided against having a 
legally binding English-language text 
because there is no precedent in 
Chinese law for the publication of two 
such versions — one in Chinese and one 
in another language. 

Unlike the 1984 Sino-British joint 
declaration on Hongkong's future, 
which was published in both languages 
with each version having equal weight 
in law, Xiao said the Basic Law will 
be a Chinese law and not an interna- 
tional agreement. He said the Chinese 
National People's Congress' promulga- 
tion and interpretation of the Basic 
Law would be based on the Chinese 
version. 

An "official, accurately translated" 
English text would be available but it 
would have no legal effect, Xiao said. 
Translation would commence  im- 
mediately after the first draft is pub- 
lished. On possible difficulties faced by 
SAR courts should a discrepancy arise 
between the Chinese and English ver- 
sions, Xiao said that since the Basic Law 
only deals with principles, there should 
not be too many differences between 
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the texts. How the courts would re- 
solve any such discrepancies would 
depend on the practical situation, he 
said. 

Denis Chang, a former chairman of 
the Hongkong Bar Association and an 
executive committee member of the 
Basic Law Consultative Committee 
(BLCC — a 180-member body set up to 
collect and collate Hongkong public 
opinion on the Basic Law) said that 
since the Hongkong Government is im- 
plementing a bilingual legal system in 
which laws written in both Chinese and 
English are equally binding in law, the 
Basic Law should also be bilingual so 
that it can dovetail with. Hongkong's 
legal system. 

Under the bilingual system, wnang 
said, the “Vienna Treaty” 
approach has been 
adopted to settle dis- 
putes arising from dis- 
crepancies between the 
Chinese and English-lan- 
guage texts. In such 
cases, the compromise 
meaning which best re- 
conciles the meanings 
of each text would be 
adopted, he explained. 
The adopted meaning 
must fall within the 
context of the common 
law. 


said there 

are some English 
legal concepts which 
do not have exact 
Chinese equivalents. 
One example comes to 
light in the English law 
phrase “in accordance 
with law.” The Chinese 
meaning is in accordance with laws pass- 
ed by the legislature. Under common 
law, he said, the meaning is rooted in a 
Privy Council decision which implies a 
ruling must also be in accordance with 
the fundamental principle of natural 
justice. He said problems arise when 
versions in both languages are not 
drafted in parallel, a process which 
should be used to bring out the com- 
mon-law meaning in both Chinese and 
English Basic Law texts. 

Peter Wesley-Smith, a Hongkong 
University law lecturer, said it was un- 
acceptable not to have a legally binding 
English-language version of the Basic 
Law because the Sino-British Joint De- 
claration stipulates that English as well 
as Chinese may be used in SAR courts. 
This, he said, presumes that a legally 


hang 


binding English-language version of the 
mini-constitution would be available for 
use in the courts. 

Wesley-Smith said that it is the in- 
tended practice of the Hongkong Gov- 
ernment to create laws in both lan- 
guages which are equally binding during 
the transition period to 1997 and that it 
would be anomalous if the Basic Law 
does not have a binding English-lan- 
guage version. 

Wesley-Smith said the reality is that 
even with increasing localisation of the 
judiciary and the legal profession here, 
it would take a very long time before 
lawyers would be comfortable arguing 
cases in Chinese. 

Albert Ho, a lawyer and vice-presi- 
dent of the Hongkong Affairs Society 
political organisation, said a legally 
binding English-language version of the 
Basic Law must be available because 
the source of law in Hongkong is in Eng- 
lish. Ho said that in cases of judicial 
review or challenges to the constitution- 
ality of Hongkong laws, the SAR courts 
would be called upon to construe the 
Basic Law and thus it would be 





Xiao: translation available, but no weight in law. 


paramount to have a binding English 
version. 

On another question, whether non- 
Chinese nationals living in the SAR 
would be disenfranchised, BLDC sec- 
retary-general Li Hou, who is a deputy 
director of the Hongkong and Macau 
Affairs Office under Peking's State 
Council, said all permanent residents of 
the SAR will have the right to vote and 
to be elected to the legislature. 

BLDC deputy secretary-general Lu 
Ping said Chinese nationality would 
only be required for the posts of SAR 
chief executive, president of the legisla- 
ture, membership of the future execu- 
tive assembly (the equivalent of Hong- 
kong's Executive Council, the highest 
policymaking body) and other principal 
officials. a 
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Air France recently commissioned a series of artists to capture its new spirit: The Fine Art of 
Flying. This composition titled, Linear Movement, was conceived by the Venezuelan artist and 
world traveller Jesus Soto. His work, exploring matter, space and their relationship with time, 
is on permanent exhibition in many museums around the world. 
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Everything that carries the Dunhill name has to be the best of its kind. It has to have a lasting 
beauty and be both useful and dependable. To this end the skills of the finest craftsmen are used to work the 
finest cloths, the supplest leathers and rarest metals. Dunhill has become a hallmark not just of 
inherent British values but of quality the world over. 





The Dunhill Blazer. A rolled lapel is a sure indication of classic tailoring, while the design of 
the lacquered buttons adds that exclusive touch. In fact, the cut of this blazer is such that it can be worn comfortably 
on both formal or more casual occasions with total confidence. 








€ TO begin with a sad note: news 
reached us recently of the death of an 
old colleague, Hiro Punwani. He joined 
the REVIEW back in 1968 as production 
_ editor — in other words, the key man 
` between the whole editorial operation 
and the business of getting the copy set, 
proof-read, made up into pages and de- 
spatched to the printers. He continued 
this job until his retirement in 1986, im- 
perturbable, reliable and conscientious, 
running an ever larger staff over the 
years of the magazine's greatest growth. 
= When he retired, he went to New 
_ York to live on Long Island, but appa- 
| rently the life there did not suit him and 


he returned to his old home, Bombay, | 


where he had grown up and matricu- 
lated, before going on to get his BA at 
Colorado University in the US. He was 
70 when he died and the news shocked 
his old colleagues here: he had had dis- 
appointingly few years to enjoy his re- 
tirement. 

€ MEMORIES of another loss — that 
of Dick Hughes, once doyen of the 








foreign press in Asia, author, former 
REVIEW columnist and a man of infinite 
jest who died back in January 1984. The 
REVIEW published a collection of his 
columns — still available, by the way, 
entitled Barefoot Reporter. 

His widow, a gentle Chinese matron 
named Ann, benefited from a small 
pension uniquely extended to her hus- 
band by the Australian Government. 
But it was not enough to enable her to 
live even in minimum comfort with her 
| daughter and granddaughter (of a previ- 
| ous marriage) in Perth. So lawyer Brian 


—— Á—— I 


Tisdall and I asked some of Dick's old 

friends if they could help. 

Several of them did, including dona- 
tions of great generosity from Sir Run 
Run Shaw, Charlie Wacker, Joe 
Hotung, and Rupert Murdoch, while 
other former friends also chipped in, 
such as Dr Tony Dawson-Grove. These 
gestures were made privately, doing 
good by stealth, and the donors will be 
surprised to read this paragraph. All the 





more reason why their generosity 
should be publicly acknowledged. 

@ THE media have dutifully recorded 
every failing and disappointing per- 
formance of Cory Aquino's government 
in the Philippines. It is proper that they 
should do so, as long as they also record 
her successes and place the falterings of 
her administration within the context of 
a country that needs much time to re- 
cover from two decades of corrupt mis- 
rule. Nevertheless, it does seem to me 
that many of the Manila-datelined 
stories also reflect both a general and 
journalistic disillusionment, a let-down 
from the days of euphoria when she, 
people's power incarnate, forced the 
dangerously clownish Marcos family 
out of Malacanang and out of the 
country which they had ruined and de- 
moralised. 

€ IN discussing the Philippines today, 
few people seem willing to accept that 
there may be valid parallels between 
some of its problems and those once 
faced by Thailand 12 short years ago. 
Back in 1976, Thailand's 
succession of military lead- 
ers had been replaced by 


prime minister Kukrit 
Pramoj. The economy was 
largely agricultural, and 
too dependent on a few 
crops. The country was 
riven by a communist in- 
surgency, faced by faction- 
ridden armed forces. All 
very like the Philippines 
today. 

Furthermore, the com- 
munist victories in In- 
dochina in the previous 
year had made Thailand a 
front-line state. Singapore 
Prime Minister Lee Kuan 
Yew was telling his friends 
that Thailand was likely to be engulfed 
by the triumphant Vietnamese, backed 
by the Soviet Union and probably 
China. A nation of fewer than 20 million 
people, he argued, had defeated the 
world's strongest nation. This had al- 
tered their own perception of them- 
selves and their role. They would not be 
content to remain within Indochina, de- 
spite their war losses and their economic 
troubles. The resulting Moscow-insti- 
gated expansionism would defeat or 
neutralise Thailand and sweep down the 
Malayan dane down through Sin- 
gapore to Indonesia. 

Lee was arguing in favour of a re- 
maining US presence, but at the time 
Bangkok had put the US military bases 
in Thailand under notice. The Ameri- 
can military presence quit Thailand in 
1976, leaving the country apparently 
alone and vulnerable, shorn of its super- 
power protector and of the neutral buf- 
fer zones of Laos and Cambodia, 
where the communist armies had also 


an able, incorrupt, civilian | 








triumphed, to insulate it from historical 
enemies. Mv Uo 
€ BUT, far from crumbling, Thailand 
has prospered over the intervening 
dozen years. Hanoi did expand, but 
only to evict the hideous — and fellow 
Marxist — Khmer Rouge regime from 
Cambodia, since maintaining its - 
dochinese hegemony 
doing so it has qua 
and become depende 
suspect aid. T 
Thailand, in contrast, h 
its agricultural products, deve 
restructured its industries and 
vived as a democracy with a 
creasing freedom of public d 
of the press. Over the past fes 
economic performance has b 
most impressive in Southeast Asi: 
€ ABOVE all, the Thai comt 




















have dwindled from what was a major 


d 
threat into a minor problem, with only 
tiny pockets of the country still exposed 
to the now demoralised rebels. The 
country's political and economic success- 
es were a major factor in their defeat — 
but so was the closure of the American 
bases. This robbed the leftists of a 
nationalistic cause and prevented them 
from claiming with any credibility that 
the Thai Government was a puppet re- 
gime. n Pha 
€ THE historical parallelis not exact or 
complete, but the Thai experience must 
have lessons for Manila today, when the 
US bases at Clark and Subic Bay have 
become a national issue, providing the 
communist insurgents with a popular 
and effective cause. No one would want 
to see a hurried departure of the US 
from its Philippine bases, even less its 
expulsion — as happened in effect in 
Thailand — by the host country. When 
they go, the US armed forces must have 
made alternative arrangements, from 
bases in the Pacific, to counter-balance 
the Soviet threats from the Sea of 
Okhotsk and from the bases established 
in Vietnam. This process will take time 





and money, though possibly not much 
more money in the long term than some - 


of the figures mentioned in Manila as 
future rents to be extorted from 
Washington for the bases. 

€ BUT perhaps there is a significant 
communist presence still in Thailand. 
Thor Arnlot Udvang photographed this 
notice on a door in the Impala Hotel, 
Bangkok: 





But no: it turned out to be the linen 
cupboard. 
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Bertolucci’s epic tale 
tiptoes through history 


By lan Buruma in Tokyo 


t was all a misunderstanding. Sho- 

chiku Fuji, the Japanese distributors 
of Bernardo Bertolucci’s film, The Last 
Emperor, decided that some 40 seconds 
of newsreel footage showing Japanese 
at war in China in 1937 was “too shock- 
ing” for the Japanese audience. The 
footage of bombers over Shanghai, 
executions in Nanking and banzais on 
crumbling city walls had been shown 
many times before, but, said Shinji 
Serada of Shochiku, “not in such com- 
mercial films as this, so they didn’t have 
as much influence.” 

Japanese audiences are quite used to 
seeing scenes of American violence. In- 
deed, scenes of GIs — preferably black 
— raping innocent Japanese girls in 
films about the occupation are as com- 
mon as shots of Big Ben when the action 
shifts to London in old Hollywood 
movies. Such scenes, of course, are not 
shocking. 

For at least three months, accord- 
ing to Bertolucci, Shochiku pestered 
him to cut the scenes, especially of the 
Nanking atrocities. “In order to un- 
block a situation which seemed paralys- 
ed, and in agreement with the producer 
of the film, Jeremy Thomas, I made a 
few seconds of cuts which are irrelevant 
to the substance of the sequence, hop- 
ing to satisfy in some way with my ges- 
ture what I thought was the Japanese 
need for formality,” said Bertolucci in a 
statement in London. He cut a scene 


showing a Manchurian opium den. 

Without telling the director and the 
producer, Shochiku decided to cut the 
entire newsreel sequence anyway, pre- 
sumably thinking that they would not 
find out. They did find out, however. Or 
rather Japanese film critics did, when 
they read an article by the Paris corres- 
pondent of the Asahi Shimbun describ- 
ing the footage which had been missing 
in Tokyo. Statements were made. 
Shochiku blamed the whole thing on 
Bertolucci and Thomas. According to 
Mitsuhiro Saito of Shochiku, Thomas 
asked for the cuts, “and Shochiku Fuji 
agreed.” 

The Chinese, never ones to pass up a 
Japan-bashing opportunity, protested 
through the Xinhua newsagency. Ber- 
tolucci called the distributors’ position 
“absolutely false and revolting.” Sho- 
chiku gave in. The cuts of Nanking 
atrocities and charred corpses in Shang- 
hai were restored. The Japanese need 
for formality was preserved by still de- 
leting the innocuous scene of opium 
smokers in Manchuria. And Shochiku 
apologised to Bertolucci, calling the af- 
fair “a big misunderstanding.” 

“Is The Last Emperor an anti- 
Japanese film?" was the question raised 
in the Left-liberal magazine, Asahi Jour- 
nal. It was a panel discussion between 
a leftwing journalist, a China scholar, a 
critic and a Hongkong-born pop singer, 
whose cute good looks and coy manners 
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have made her a star in Japan and a 
spokeswoman on things Chinese. 

The leftwing journalist did not find 
the film especially anti-Japanese, or 
anti-anything. Nor did it make him con- 
template the issues of history. “It was 
pure Hollywood entertainment,” he 
said. The pop singer said she did not 
quite know what to think, but would it 
not be fun to try to see the film through 
Chinese eyes, through Japanese eyes, 
through the eyes of the last emperor 
himself and through his Scottish tutor? 
The scholar said it most definitely was 
anti-Japanese. Certainly, he said, we 
did bad things in China and Manchuria, 
but so did other countries and, besides, 
Spanish conquistadores in Latin Ame- 
rica killed a lot of people too. Still, 
all panelists agreed, it was a most in- 
teresting film. 

The Japanese audiences appear to 
agree. The film is a box-office hit. The 
distributors need not have worried 
about the common man being unduly 
shocked. The common man does not 
seem to care at all about the Nanking 
Massacre. 

By making such a fuss over the news- 
reel sequence the Japanese distributors 
have highlighted a minor aspect of the 
film. In a way, unfortunately, the 
Japanese play only a secondary role in 
the epic. Unfortunately, because Henry 
Puyi's years as puppet emperor of Man- 
chukuo were a colourful and dramatic 
episode in Japanese history, full of 
romantic Japanese rogues, most of 
whom the last emperor had known. 


rilliant and smooth operators like 

Kenji Doihara and Kanji Ishiwara 
were left out or condensed in the 
character of Masahiko Amakasu, a 
rightwing assassin who became a 
powerful propaganda chief in 
charge of the Manchu Film Com- 
pany. Amakasu, who saw much 
less of Puyi than the film 
suggests, is played by the rock 
singer Ryuichi Sakamoto as a 
clumsy caricature of the sinister 
Japanese bureaucrat. In one of 
the few times that he opens his lit- 
tle pursed mouth, he looks ab- 
surd instead of menacing, ranting 
about the Japanese super race. 

The other main Japanese fi- 
gure in the film, Yasunori 
Yasuoka, the emperor's constant 
military minder, is not at all de- 
veloped either. In the film he is a 
young thug who does little but 
growl and bark. In fact, he was a 
middle-aged officer with an artis- 
tic bent, a fanatical patriot and 
dutiful soldier, who also seems to 
have had a real affection for Puyi. 
Interestingly, it was he who stop- 
ped Puyi's brother, Pujie, from 
committing suicide when the war 
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Scenes from The Last Emperor and (centre) Bertolucci directs John Lone who plays Puyi. 


was lost. In the film it is Puyi who tries to 
kill himself, and his saviour is the com- 
munist Chinese prison warden, played 
by Ying Ruocheng, the current vice- 
minister for cultural affairs in Peking, 
who was instrumental in getting the film 
made in China at all. This is rather 
indicative of the true sentiments of the 
film. For the movie is less anti-Japanese 
than pro-Chinese — pro-communist 
Chinese, that is; Republican China in 
the film is a hazy backdrop of chaos and 
violence. 

To be sure, the way the Japanese 
manipulated the emperor, promising 
him the mandate of heaven but giv- 
ing nothing but a rubber stamp, is 
not a pretty story. And Bertolucci is 


very good at painting the atmosphere | 


of intrigue at the Manchukuo em- 
peror’s court. It could be argued, of 
course, that the Japanese treated Puyi 
as they treated their own emperor in 
Tokyo; as a powerless symbol meant to 
legitimise the real power behind the 
throne. 

The emperors obfuscated power by 
symbolising it. The difference between 
Puyi and Hirohito is that the latter knew 
the rules of the game; Puyi had been 
raised to wield absolute power and oc- 
casionally tried to do so, which made 
him such a pathetic figure. The other 
difference is that Hirohito was treated 
with more respect. 

This is not everybody’s view. Puyi's 
latest biographer, the cultural editor of 
Time, Edward Behr, would have us be- 
lieve in his book “The Last Emperor” 
that Hirohito was the evil mastermind 
behind the Japanese war. “Behind the 
smokescreen of Japan's politico-mili- 
tary establishment," he writes, "it was 
Hirohito . . . who both called the shots 
and ruthlessly disposed of those 
Japanese generals and officials who op- 
posed his policies." This is the reverse of 
what is commonly believed and would 
be fascinating if it were backed up by 
strong new evidence. In fact, however, 
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Behr bases his thesis on one source, to 
wit on David Bergamini’s “epochal and 
unjustly forgotten book.” Bergamini’s 
Japan's Imperial Conspiracy is not for- 
gotten, but has been convincingly de- 
bunked by all but a few conspiracy nuts. 

This is a shame, for it mars an other- 
wise well-balanced, entertaining book. 
Why would the imperial conspiracy 
theory seem so persuasive? Perhaps the 
idea of a head of state, worshipped but 
powerless, appears unbelievable in 
Behr's eyes. It is certainly at odds with 
the Chinese patriarchal tradition where 
emperors were truly powerful figures. 
But it is not so different from the con- 
stitutional monarchy of Britain. To be 
sure, the wartime worship of the 
Japanese emperor was hysterical but 


€ Bertolucci shows a 
kind of aesthetic nostalgia 
for the wonderful opulence 
of decadent pre-revolutionary 
society.? 





that does not prove that he had real 
political power. 

Bertolucci, wisely, avoided the issue 
of war guilt. In the film, the Japanese 
period is but an interlude between the 
two acts that interest the Italian Marxist 
much more: China before and after the 
revolution. Like many Italian Marxists, 
Bertolucci shows a kind of aesthetic 
nostalgia for the wonderful opulence of 
decadent  pre-revolutionary society. 
Puyi’s life in the Forbidden City is 
painted in beautiful, autumnal colours. 
(Alas, his decadent sex life, mostly to do 
with  disciplining young boys, is 
sanitised, no doubt because Bertolucci 
subscribes to the Chinese view that 
there are no homosexuals in China.) 
There is a hint of regret and disillusion 
in the drab grey tones used for the new 
China, which, intellectually, Bertolucci 
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clearly supports. This ambivalence is 
one of the strengths of the film, because 
one assumes it reflects the state of mind 
of the last emperor himself. 

The key figure in the film — which 
begins and almost ends with him — is 
Puyi's jail warden, the man who turns 
the emperor into a citizen. He is the 
only character in the film who behaves 
decently throughout. He calms down 
the hysterical interrogator. He saves 
Puyi's life. He makes Puyi see the error 
of his ways and the injustice of the old 
society. And, finally, he is a victim of 
the Cultural Revolution, paraded 
through the streets in a dunce's cap. 

This is not meant to show the failure 
of the communist system. It was a tem- 
porary aberration, “a great disaster," as 
the present party line has it. We know 


| that the good warden has been rehabili- 
| tated, as was the actor who plays him. 


All is well that ends well, seems to be 
the message of the penultimate scene, 
as we see the old Puyi disappear from 
his throne to make way for a rosy- 
cheeked young boy with a red scarf 
around his neck. 

“I fell in love with China, because it 
is amazing," said Bertolucci to a jour- 
nalist of The Georgia Straight. And yes, 
he told the same interviewer, “they had 
the approval of the script and I accepted 
that. I accept the approval by major 
Hollywood studios every time I do a 
movie. So I don't see why China 
shouldn't do the same thing." This is a 
trifle disingenuous, for a studio is not a 
government. Did he ask the approval of 
the Italian Government to make 1900? 
Would he accept such a deal with, say, 
the Japanese Government? Somehow, I 
doubt it. 

So far it is unclear whether the film 
will be shown in China itself. If so, says 
Bertolucci, “I’m sure they will ask me to 
do a few cuts.” It will be interesting to 
see whether such requests will be re- 
sisted with the same rigorous integrity 
that thwarted the Japanese. Oi 
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“IBM doesn’t act as a computer vendor, but rather 


an in-house consultant.” 
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enty years ago, Kenneth. sad LE 

arted Crystal K nitters Ltd. It was a 

ll, family-owned business. The Lo's 
ally oversaw the entire operation. 





‘Some th ings haven’t changed. much. 
Crystal remains a family-owned business, 
and the Lo's still oversee the operation. 
But there's one difference — Crystal is 
now one of Hong Kong’s largest - 
independent garment manufacturers, 





"We see IBM is really a 
business partner in the sense 
that they participate during 
the whole "M 


exer cise. 


with over HK$1 billion in annual 
turnover and five overseas production 
facilities. | 


To maintain the hands-on involvement 
that made Crystal a success, the Lo's 
. . and their managers needed faster access 
|. to production and sales information. The 
.. Lo's approached computerisation with a 
— characteristic personal touch. For 18 
months, they supervised semi- weekly 
planning sessions. IBM was there never 
step of the way. : 


We're not in the computer business 
e’re in the results business 








production sites to standardise 














IBM is working to put C 
leading edge of business ma 
By the middle of 1988 the 
Crystal’: s automation plan w 
with 19 different application 
up-to-date information on ev 
of the business. 


And IBM is already. helping 
two: transferring technolog 


and improve control, The Lo’s ex pect 





"The people from IBM — 
it was their own, not M. 
someone else's." INIM 








Crystal to expand 30% | annually in. the 
next three years. They believe IBM will bé 
there, continuing to meet their needs. After | 
all, having worked with them so demi. 
IBM now seems like part of the family. - 
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Sino-Thais worshipping; main street in Bangkok’s Chinatown. 
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Chinese in Thailand gain affluence and influence but avoid antagonism 


Happy together 


By Paisal Sricharatchanya in Bangkok 

| y In a region haunted 
by racial conflict, 
[JA the ethnic Chinese in 
Ar WE Thailand are in an en- 
RE UE Viable position. Their 
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political stability as well as its economic 
progress. 

The reasons for this success are com- 
plex, but there are some key pointers. 
From the earliest days of Chinese 
immigration, Chinese married local 
women. One of the main obstacles to 
intermarriage almost everywhere, reli- 

ion, was not much of an issue in Thal- 
and,.as the majority of Thais and 
Chinese are Buddhists, a religion, 
moreover, which has usually fostered 
tolerance of outsiders. For centuries the 
Thais and the Chinese have been depen- 
dent on one another socially and 
economically and Thai governments 
have tended to favour people of 
Chinese origin, rather than discriminate 
against them. In sum, the Sino-Thai 
population here has become an integral 
part of the Thai national fabric. 

They not only consider themselves 
fully fledged Thai citizens, but are ac- 
cepted by local society as such. It is thus 
becoming increasingly difficult in urban 
centres like Bangkok to distinguish an 
ethnic Thai from a Sino-Thai. Often 
enough, Chinese ancestry only comes to 
light if one bothers to trace one's family 
history back a long way. 

Politicians such as Bhichai Rattakul 
and Chatichai Choonhavan, both dep- 
uty prime ministers at present, have 
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freely admitted their Chinese blood. 
And such well known families as Na 
Songkhla or Na Ranong, whose names 
sound distinctly Thai, are in fact the des- 
cendants of Hokkien tax masters from 
the early period of the Chakri dynasty. 
Even Kukrit Pramoj, a living symbol of 
the Thai aristocracy, a former prime 
minister and presently a respected elder 
statesman, claims to have a Chinese 
ancestor. And he observes important 
Chinese ceremonies. 

As tolerance and compromise are 
considered the Thais’ fundamental 
characteristics, other ethnic groups such 
as the Mon or the Khmer have also been 
assimilated into the nation. At the end 
of World War II, the Sino-Thai popula- 
tion was estimated by the local Chinese 
press to number roughly 3 million. 
There has not been any formal census or 
unofficial estimate since, though some 
estimate that up to 50% of Bangkok’s 
population is ethnically Chinese. 

Many of the immigrants in the early 
Rattanakosin period either served as 
compradores for the Thai court or were 
appointed as tax masters by the Thai no- 
bility. But it was not until the reign of 
King Rama V (King Chulalongkorn, 
1868-1910) that the first major wave of 
immigrants arrived in Siam, to provide 
the crucial labour for various large, roy- 
ally initiated infrastructure projects. 
This was followed by a second major in- 
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flux after World War I, when immi- 
grants came by motorised junks to escape 
economic hardship and political perse- 
cution in southern China. 

While the tax masters were Hok- 
kiens who had already become success- 
ful entrepreneurs in the kingdom and 
other parts of the Malay Peninsula, the 
majority of the migrant labourers were 
near-destitute Teochews (Chao Zhou in 
pinyin). 

Like their counterparts elsewhere in 
Southeast Asia, many of them steadily 
climbed the economic ladder, becoming 
small-time merchants whose businesses 
gradually expanded. At the national 
level, the Sino-Thai community today 
has emerged as the dominant economic 
group, controlling a lion’s share of prac- 
tically all key business sectors. 

Its presence and influence is equally 
pervasive at the provincial level where 
the vast network of Sino-Thai middle- 
men and local financiers have forged a 
virtually inseparable bond with the 
poor, rural Thai population, by provid- 
ing them with various forms of unoffi- 
cial credit and serving as a two-way mar- 
keting conduit for all essential com- 
modities. 


pala supported by their 
economic affluence, are now also 
the predominant group in the best Bang- 
kok universities, such as Chulalongkorn 
and Thammasat. Indeed Sino-Thai stu- 
dents virtually monopolise the highly 
specialised engineering and medical 
schools. This explains why the offspring 
of indigenous Thais — albeit only those 
who can afford it — have to make do 
with provincial institutions. This does 
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not appear to have 
caused resentment. 

The ethnic Chinese 
mix in Thai society has 
been a serious issue only 
sporadically and never 
for very long. There was 
anti-Chinese sentiment 
during and after World 
War II under the fierce- 
ly nationalistic regime 
of Field Marshal Pibul 
Songkram. In retrospect, 
many political scientists 
today see Pibul’s ban- 
ning of all Chinese 
schools and his extreme . 
policies on nationalism Là o> 
as serving to accelerate 
the assimilation process. 
Third- or fourth-generation Sino-Thais 
today neither read nor write Chinese 
and retain little if any of their *Chinese- 
ness.” 

During the regimes of Field Marshal 
Sarit Thanarat and prime minister 
Thanom Kittikachorn (from the late 
1950s to the early 1970s), some Luk 
Chin (Chinese children) felt that they 
were second-class citizens. This was 
prompted largely by official attitudes at 
the time which were highly suspicious of 
communist China, and which extended 
to the paranoic view that the local Sino- 
Thai youths might be Left-leaning. 

Since the normalisation of Sino-Thai 
diplomatic relations in 1975, Bangkok 
has developed an increasingly intimate 
rapport with Peking. 

At the Democrat Party’s initiation, 
discriminatory legislation under the 
Thanom regime which banned Sino- 
Thais from contesting or voting in the 
1969 elections was amended in time for 
the 1974 elections. The party, whose 
traditional power base is Bangkok’s 
Sino-Thai middle class, later amended 
another controversial election law in- 
stituted by the extreme rightist regime 
of Thanin Kraivixien (in 1977), which 
imposed ridiculously cumbersome con- 
ditions on Sino-Thai descendants when 
voting. 

Now the only practice that can be con- 
strued as discrimination is practised — 
at least in form — by the conservative 
military establishment. A long-standing 
regulation at the elite Chullachomkhlao 
Military Academy requires that cadet 
students must bear Thai “ethnicity,” 
which legally means that only a third- 
generation Thai born of alien parents is 
qualified to enrol. Even so, there are 
known cases of Sino-Thai descendants 
circumventing the rule by claiming to be 
the “adopted” sons of influential Thai 
families. 

Although it has had a history of rela- 
tively trouble-free integration, the Sino- 
Thai community remains conspicuous 
in many ways. Its increasing economic 
dominance, in particular, has occasion- 
ally drawn harsh criticism. Suffering 
from what social critic Sulak Sivaraksa 
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Chinese in Bangkok: up to 50% of population. — 





describes as a “double identity,” Sino- 
Thais are sometimes accused of being 
an exploiting rather than a constructive 
force. 

It is commonly accepted that the 
Sino-Thai business community has con- 
tributed greatly to Thailand’s past and 
present economic growth. A case can be 
made that the Chinese entrepreneurs in 
Thailand have a different mentality 
from their counterparts in, say, Ma- 
laysia. The small and medium-scale 
operators in Thailand, who have pro- 
vided the crucial impetus behind the 
current Thai export boom, are highly 
dynamic, constantly expanding and di- 
versifying. 

But in the eyes of critics, the Chinese 
part of the businessman's identity is 
amply reflected in his relentless pursuit 
of profit. "From assimilation, it has now 
become exploitation," says Srisakra 
Vallibhotama, a respected Silpakorn 
University professor who has done ex- 
tensive research on Sino-Thai assimila- 
tion. Among others, he blames un- 
scrupulous entrepreneurs as among the 
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prime culprits behind 
the wholesale destruc- 
tion of Thailand's natu- 
ral resources, notably 
forestry and fishery. 

Suspicion of the 
exploitative nature of 
big business groups was 
prevalent in military cir- 
cles before, and remains 
today. This was obvious 
during the Young Turks' 
abortive coup attempt in 
April 1981, when they 
openly called for the 
partial nationalisation of 
banks. The Young Turks 
made no racial refer- 
ence but it was obvious 
who the targets were. 
Despite government legislation aimed 
at breaking up family monopolies in 
banking, most of the large Thai banks 
are still controlled by a handful of ex- 
tremely wealthy, Sino-Thai families. 

Some political analysts see another 
equally discreet but nonetheless appa- 
rent case of military distrust in the prime 
ministerial order No. 66/23, the edict in- 
troduced in 1980, which partly contri- 
buted to the disintegration of the Thai 
communist insurgency by the use of 
political leniency instead of military 
force. The order stressed the impor- 
tance of eradicating all politically, so- 
cially and economically unjust condi- 
tions, in order to neutralise com- 
munism. 





ppressive practice by corrupt civil 
servants is considered an unjust 
condition that can indirectly favour the 
spread of communism — as is exploita- 
tion by unscrupulous businessmen from 
the national to provincial and rural 


| levels. Here again, there is no racial 


connection, but chances are that the 
average influential sawmiller or gambl- 
ing-den operator classified under 66/23 
as potential *dark influences," are more 
often than not Sino-Thai. 

The chief architect of 66/23, cur- 
rent army commander Gen. Chaovalit 
Yongchaiyut, was known to have dis- 
trusted big-business groups. That was 
hardly surprising in light of his past as- 
sociation with the Democratic Soldiers, 
a group of military ideologues active in 
the late 1970s and early 1980s whose 
economic-policy platform was adopted 
by the Young Turk coup-makers in 
1981. 

However, Chaovalit has become 
more conciliatory recently, saying to the 
effect that all businessmen can play a 
constructive role in national develop- 
ment. Considered one of the prime can- 
didates to succeed Prime Minister Prem 
Tinsulanond, Chaovalit probably would 
have little choice but to coexist with big 
business if and when he assumes the na- 
tional leadership. 

In the general election of July 1986, 
after decades of sheltering behind in- 
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fluential military patrons and bribing 
the bureaucracy, Sino-Thai big business 
groups decided to have a direct role in 
mainstream politics. Eighty-six business- 
men, many of them scions of wealthy 
Sino-Thai families, were elected and 
formed the largest professional group in 
the 347-member House of Representa- 
tives. 

Taken at face value, this appeared to 
be the outcome of a natural evolution 
process. But a number of social critics 
and politicians wonder whether these 
trends augur well for Thailand’s future. 

Perhaps the most disturbing aspect is 
the heavy financial investment by big- 
business interests in politics. Various es- 
timates put total campaign spending in 
the lead-up to the July 1986 elections at 
over Baht 3 billion (US$120 million), 
the highest in Thailand's history of fre- 
quent elections. 

Characterised by many as a double- 
edged sword, this political trend is seen 
by some as the outcome of a capitalist 
evolution. The decades before and after 
World War II saw most Sino-Thai big 
businesses shielded behind influential 
military patrons. The Bangkok Bank, 
for instance, had Thanom's deputy 
prime minister Prapas Charusathiara as 
its chairman for an extended period dur- 
ing 1957-73. 

A major turning point was the Oc- 
tober 1973 student-led popular upris- 
ing, which toppled the Thanom regime. 


Heeding call of 
the motherland 


A prominent tomb- 
| stone of King Taksin 
= the Great at a small 
f= village on the out- 
s" skirts of Swatow in 
p^ Guangdong  symbo- 
Ww lises the importance 
7a Peking attaches to its 
relations with Thailand, or perhaps 
more accurately, with the large Sino- 
Thai population in the country. 

The product of collaborative efforts 
between Bangkok-based Sino-Thais 
and the Chinese authorities, the 
tombstone — formally unveiled in 1982 
to coincide with Bangkok’s bicentenary 
— is in memory of a Thai king who was 
the descendent of a Chinese tax master 
in the late Ayuthya era. Its site is said to 
be the native home of King Taksin’s 
Chinese ancestors; some Chinese offi- 
cials even claim he spent some of his 
childhood days there. 

It was King Taksin who literal- 
ly resurrected the Thai nation from 
the ruinous aftermath of the Burmese 
invasion of the Ayuthya kingdom in 
the mid-14th century. He ruled dur- 
ing 1767-82 from Thon Buri on the 





The sharp erosion of military influence 
at the time corresponded with a readi- 
ness by the business community to use 
its money to gain political clout. This 
usually involved bribing the bureau- 
cracy. 

What happened after the last elec- 
tion was another turning point: big- 
business interests decided it was time 
they had a direct say in shaping national 
policies. 


H Dus could be a healthy development 
— like the Sino-Thai university stu- 


. dents, the new-breed businessmen/poli- 


ticians consider themselves fully Thai. 
But the stigma here centres on rampant 
money dumping. Democrat Party leader 
and Deputy Prime Minister Bhichai, 
himself a fourth-generation Sino-Thai, 
warned that “this is a dangerous prece- 
dent. It is a display of the profit motive 
in its crudest form. Unless correct- 
ed, it can [ultimately] lead to the 
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Textile trading in Sampeng: a Chinese affair. 


west bank of the Chao Phya River. 

Subsequent Thai kings have at- 
tached significance to the Chinese ele- 
ment behind the founding of Bangkok. 
Sampeng — the early Chinese settle- 
ment in Bangkok which has grown to 
become a large commercial hub and re- 
mains the country's biggest textile-trad- 
ing centre — was graced by King Rama 
V during celebrations marking Bang- 
kok's centenary. King Rama VII also vi- 
sited Sampeng during the 150th an- 
niversary of Bangkok’s founding. Al- 
though King Bhumibol Adulyadej did 
not visit Sampeng during the celebra- 
tions marking Bangkok's bicentenary, 
Crown Prince Maha Vajiralongkorn 
and his sister Princess Maha Chakri 
Sirindhorn did. 

The significant historical links aside, 
there are other reasons why Thailand 
assumes a special position in China's 
conduct of regional diplomacy. Al- 
though Peking regards the large popula- 
tion of Overseas Chinese and their 
Thai-born descendants as subjects, 
their integration with Thai society 
clearly helps to forge cordial of- 
ficial relations. There is less suspic- 
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destruction of our political system.” 

While accepting that members of the 
Sino-Thai lower middle class probably 
entertain a strong sense of nationalism, 
Srisakra questions whether the same 
applies to those the upper middle class 
and above, pointing to the large number 
of wealthy businessmen who were said 
to have made preparations to flee the 
country in the wake of the 1975 com- 
munist victory in Indochina. 

Sulak, who also has Chinese ancest- 
ors, warns that in the long run this 
“double identity” syndrome could be 
detrimental. “Efforts must be made to 
build up awareness [of the ill effects of 
exploitation]. Our ancestors no doubt 
had the same profit motive. But why is it 
that they could afford to enjoy life at the 
same time, like sipping tea in between 
doing business?" 

Such direct criticism, however, is 
only heard in academic circles. In fact, 
this correspondent was cautioned by 
many observers who — 
fearing that any discus- 
sion on the differ- 
ences between the 
Sino-Thais and their in- 
digenous local counter- 
parts could turn what is 
otherwise a non-issue 
into a sensitive one — 
feel the status quo 
is a blessing for Thai- 
land. 


ion in Thailand of 
China's longer-term 
designs in the region, 
and hence less dis- 
crimination against eth- 
nic Chinese, than is 
the case in Malaysia and Indonesia. 

Watched with considerable anxiety 
by Indonesia and Malaysia, Sino-Thai 
relations have grown warmer since the 
Vietnamese invasion and subsequent 
occupation of Cambodia in late 1978. 
Both countries see Vietnam as the im- 
mediate threat to regional stability. Be- 
sides a steady stream of exchange visits 
by senior officials from both sides, in- 
cluding members of the Thai royal fam- 
ily, the Thai army went so far as 
to deviate from a long-standing secu- 
rity reliance on the US to purchase 
some Chinese tanks and armoured 
personnel carriers at “friendship” 
prices. 

Observers of Sino-Thai affairs see a 
more recent Chinese attempt to 
capitalise on this favourable rapport: by 
attracting Overseas Chinese capital and 
expertise from Thailand to support 
China’s economic modernisation pro- 
gramme. So far the Bangkok-based ag- 
ribusiness conglomerate Charoen Pok- 
phand Group, run by the descendants of 
a Teochew family, has been the only 
prominent and successful pioneer. 

— Paisal Sricharatchanya 
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Ban Chiang pottery; Dai women in China; the 13th century capital of Sukhothi: intense debate over Thai origins. 
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Tangled roots of nation 
stir domestic debate 


For generations Thai 
se students were taught 
"e =y in history class how 
! the Thai race had des- 
g cended from an an- 
yi cient, glorious past. 
Traditional national- 
ist wisdom has it that 


$/ 22 etu d 
the Thais’ ancestors founded the mighty 
Nan Chao kingdom, which prospered 
during the 7th-13th centuries in a vast 


territory spanning several of today’s 





southern Chinese provinces, before 
being forced by Chinese aggressors to 
move south. 

Such beliefs inspired numerous 
nationalistic songs, popular among the 
military and other rightwing move- 
ments in the late 1970s when the country 
was thought to face a menacing new 
threat following the communist victory 
in Indochina. Still heard on the radio 
today, their lyrical rhetoric carries more 
or less the same message: the Thais 
must unite to protect this land, for the 
nation can no longer afford to move any 
further south. 

But these traditional ideas are sub- 
ject to increasing scepticism today. A 
broad section of contemporary his- 
torians, archaeologists, anthropologists 
and even linguistic experts are engaged 
in an intense debate about the exact ori- 
gin of the Thai race. Gaining popular- 
ity, but yet to be backed by scientific 
proof, is a new theory with a similarly 
nationalistic overtone. The Thais, so it 
goes, might have originated right here 
in Thailand. 

There is a version of this theory — 
advanced by Chinese academics shortly 
after the normalisation of Sino-Thai 
diplomatic relations in 1975, and since 
kept alive in bilateral history forums — 
which holds that the ancient Thais were 
never invaded by the Chinese. Again 
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without proof, this Chinese claim is dis- 
missed by local scholars as no more than 
a politically motivated exercise, de- 
signed to remove the old stigma of 
China's imperialistic past, so that this 
historical sore point can be forgotten in 
the face of increasingly intimate rela- 
tions. 

Given the complex history of racial 
and cross-cultural integration dating 
back possibly more than 1,000 years, it 
will take a long time before Thai history 
books can be re-written in any clear-cut 
manner. 

However, there is a fairly common 
agreement that the Thais’ ancestors 
were racially connected with the various 
minority groups now living in the upper 
region of Southeast Asia and southern 
China that are variously known as “Tai” 
or "Dai," as well as by other names. 
These include an estimated 2.5 million 
"Dai" in Yunnan and up to 18 million 
"Chuang" in Guangxi in southern 
China, about 3 million *Tai" in Burma's 
Shan State, some 20 million ethnic Lao 
(the majority living in northeast Thai- 
land, with about 2.5 million living in 
Laos), plus smaller groups in India's 
Assam and upper North Vietnam. 

According to a 1984 book by the 
American scholar, David Wyatt, all 


| these people together, including the es- 


timated 27-30 million Thais living in 


| Thailand, number about 70 million in 


total, a linguistic and cultural group 
comparable in size to the French or Ger- 
mans. Their common denominator is 
the language, which features single- 
syllable words pronounced with five to 
eight tones. The historical connection is 
made all the more obvious given the fact 
that the Dais in Yunnan today speak a 
dialect very similar to northern Thai. 
Wutdichai Moolsilpa, an historian 


| at Srinakarinwirot University, explains 
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that “the [traditional] view that a major 
exodus following Nan Chao’s demise 
subsequently contributed to the crea- 
tion of the Sukhothai kingdom simply 
does not hold water, since the latter 
kingdom was already in the making long 
before that.” Nan Chao was conquered 
by Kublai Khan in 1253, whereas cur- 
rent understanding puts 1238 as the year 
of Sukhothai’s formal founding. Histor- 
ical records also indicate that only the 
first dynasty of Nan Chao kings were 
“Tai” while the latter dynasties were 
ruled by Chinese. 

Writing in a recent Thai-Chinese 
Friendship Association publication, 
and referring to Chinese archaeological 
findings at Dali and Kunming, Wut- 
dichai proposed the theory that the 
Thais’ original ancestors could have 
been related to a race described by the 
Chinese as “Tien,” who founded an em- 
pire in Yunnan some 2,000 years ago, 
before the advent of direct Chinese in- 
fluence. 

“There was probably no single major 
exodus, but rather a gradual migration 
dictated by practical socio-economic 
needs as the size of communities ex- 


| panded. The entire process might have 


| lasted several centuries or perhaps up to 


1,000 years.” Successive kingdoms were 
founded as our ancestors discovered 
new fertile grounds. Those reluctant to 
move have continued to remain in parts 
of southern China today, and managed 
to preserve their original cultural and 
linguistic identity . . ." 


T he theory that the Thai race originat- 
ed in the present land mass of Thai- 
land — propagated by such people as 
the journalist Suchit Wongthes, author 
of the book The Thais Have Been Here 
— rests on archaeological findings in 
various parts of the country, which 
point to the existence of an ancient 
civilisation. 

Dating back about  10-12,000 
years, human skeletons unearthed in 
Kanchanaburi in western Thailand, 
Mae Hong Son in the north and Khon 
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Kaen in the northeast are believed to 
belong to the first civilisation to use 
pottery ware and perform funeral rites, 
but also practised hunting and, more 
importantly, crop cultivation. Some 
archaeologists even believe that 
rice planting might have originated 
in Southeast Asia some 8,000 years 
ago. 

The single discovery that is best 
known internationally is Ban Chiang, 
the sophisticated civilisation in north- 
east Thailand. The Ban Chiang findings 
serve to confirm the existence of a fairly 
advanced race which also existed on Al 
hunting and farming. | a offic 

But the flaw of this theory lies in its |- t.  aecordimg t to o FAD, 
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how the Ban Chiang or other civilisa- |. — 
tions are linked to the Thai race. Ifin- |. - 
deed the Thais originated here, another 
aspect, perhaps more difficult to ex- 
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Two biological lines advanced by | 
Prof. Sud Saengvichien, a respected | 
amateur archaeologist, to justify this | 
theory — that the Thais’ high content of | 
red blood cells and their tradition of 
polishing the frontal teeth correspond 
with some of the unearthed skeletons — 
so far command only a limited follow- 
ing. 

The current search to discover the 









origins of the Thai race may prove a ccavations. FAD 
somewhat irrelevant, academic exer- reports on the thousand 
cise. Perhaps of more value from the ar- has failed to produce a wel 






chaeological or anthropological point of | 
view is to establish what cultural herit- | 
age the present-day Thais inherited | 
from the various ancient civilisations in |. 
this region, be they the Tien empire in 
southern China or Ban Chiang. GE 

— PaisalSricharatchanya | — — — 








FAD officials set last Septembe 

Hein's work. Hein. apparently miss 
| Adelaide has written to officials in Bar 
-tory of pieces from the project and the eq 
Dn ediy returned to the Ban Ko o Noi ares e could 























52 18 FEBRUARY 1988 e FAR EASTERN ECONOMIC REVIEW 








Asia is home to more than half of mankind. Every day, 
events are happening here that not only shape the re- 
gion's future but affect the entire world. The Asia 1988 
Yearbook does more than cover these events — it com- 
piles, analyses and interprets them. No businessman 
can afford to ignore them. Nor can any professional or 
scholar or anyone who has dealings with Asia. Decide 
for yourself whether any other single medium puts the 
economic, social and political realities of Asia at your 
fingertips as does the Asia Yearbook. 


Now in its 29th Edition 

The Asia 1988 Yearbook, now in its 29th year, is bigger 
and more comprehensive than ever before. Matching 
-the rapid pace of Asian development, it goes into great- 
er detail, with greater insight — a book which everyone 
who needs to know about Asia must have on the book- 
shelf. 


Features 

The Asia 1988 Yearbook offers completely revised 
chapters — covering another historic year in Asia, and 
analysing US involvement in the region and you will also 
find familiar chapters and features as well: a portrait of 
The Entire Region, The Power Game, Population & 
Food, Development Banks, Asian Finance, Asian In- 
vestment, Commodities, Energy, Aviation, Shipping, 
Fishing, Trade & Aid, the Pacific, Asian & Pacific Or- 
ganisations, a round-up of the year's news stories, and 
much more. 


As in the past, the Asia 1988 Yearbook has an abun- 
dance of charts, tables and graphics to illustrate the 
material, including a full military profile of each mregionel 
country. 


The main body of the book contains chapters on 31 
countries, ranging from Afghanistan to Japan, from 
China to New Zealand. 


Country-by-Country Analysis 

Each country is discussed with up-to-date reviews of its 
_ Politics and Social Affairs, Foreign Relations, Economy 
and infrastructure, complete with a map and lists of 
leading public officials. The Asia 1988 Yearbook gives 
you localised, first-hand information on everything from 
market potential and population trends to foreign aid in- 
. volvement and social and cultural landmarks. Each 
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INVESTMENT 





South Korea’s foreign investment boom strains its finance sector 


The limits to growth 


By Mark Clifford in Seoul 


Fe investment in South Korea 
is booming, as manufacturers hop- 
ing to supply fast-growing export indus- 
tries like cars and electronics, as well as 
those taking advantage of a buoyant 
domestic economy, are setting up shop. 
But growth may be curtailed by South 
Korea's tight credit market and re- 
straints on bringing in foreign capital. 

Last year broke all records, as 
foreign-investment approvals edged 
past the US$1 billion mark. Foreign in- 
vestment in 1987 alone accounted for 
more than a fifth of all the foreign in- 
vestment approved between 1962 and 
1987. Last year's figures were boosted 
by companies rushing for investment 
permission before a series of tax breaks 
are phased out. But Ministry of Fi- 
nance (MoF) officials say that they ex- 
pect foreign-investment approvals this 
year to be at least as high as in 1987. 

The MoF reckons that wholly or 
partially foreign-owned ventures ac- 
counted for 5.1% of the GNP in 1986, 
compared with 3.5% in 1977. 

South Korea is well on its way to be- 
coming a regional manufacturing pow- 
erhouse, if foreign investment is any in- 
dication. Car-parts suppliers, from tyre 
makers to door-panel manufacturers, 
are setting up here to supply Hyundai, 
Daewoo and Kia Motors. General 
Motors, which has a joint venture with 
Daewoo, and Ford, which has a stake in 
Kia, are expanding their commitments. 

All the investment is good news for 
companies selling to the domestic mar- 
ket. For example, US computer manu- 





BANKING 


facturer Wang, which is selling to local 
businesses, figures that its domestic 
sales will skyrocket from US$2 million 
in 1987 to US$15 million in 1988. 

Japan continues to account for most 
foreign investment — nearly half of the 
total last year, when Japanese com- 
panies got the nod for US$494 million in 
investments, up from US$138 million in 
1986. The Japanese investments are 
more heavily weighted in the service 
sector, which made up nearly half of 
Japan's total last year, thanks to the 
large number of Japanese-Koreans who 
invest in South Korea's service business- 
es, rather than manufacturing. 

European investments are growing 
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quickly, from US$63 million in 1986 to 
US$210 million last year. US invest- 
ments doubled to US$255 million from 
US$125 million in 1986. 

What is drawing companies to South 
Korea? Cheaper labour costs and a 
highly motivated, well-educated work- 
force are the most obvious attractions 
for foreign companies. According to a 
foreign banker familiar with the car in- 
dustry, in mid-1987 labour costs for US 
car workers were US$26 an hour, for 
Japanese US$13 and for South Koreans 
US$2.50. 


A ut investment here is different from 
classic Third-World investment that 
is looking for little more than cheap as- 
sembly labour. South Korea has a better 
infrastructure than its archival Tai- 
wan, according to foreign bankers, 
businessmen and diplomats here. And 
companies investing in South Korea can 
buy steel from one of the world’s most 
efficient producers, while those in 
Taiwan must rely on imports. Besides 
South Korea’s increasingly sophisti- 
cated export industries and its growing 
domestic market for food, beverage and 
pharmaceuticals manufacturers, it is an 
increasingly attractive alternative to ex- 
pensive Japanese production sites. 
Foreign firms setting up as compo- 
nents suppliers fit nicely into the na- 
tional policy of reducing South Korea’s 
reliance on imported technology. 
Foreign companies, chastened by 
their experience with Japan, are wary 
of transferring technology too easily, 


has sacked three members of staff and 30 people employed 
on contracts, from bond salesmen to secretaries. 
E. F. Hutton has made redundant 23 people in Tokyo and 


Growing in security 
Foreign brokers cut staff in Japan 


By Nigel Holloway in Tokyo 


hile US and European financial institutions are axing 
hundreds of staff in London and New York after the 
Wall Street crash, they are merely chiselling away at their 
Japanese operations. Tokyo has only recently emerged as a 
financial centre to rival the other two cities, so the big foreign 
investment banks have fewer staff to cut in Japan. But the 
bloodletting is an embarrassment. It gives all foreign firms in 
the industry a bad image in a country where lifetime employ- 
ment in finance remains the norm. 
Some of the biggest names in the business are reducing 
their workforces in Tokyo. Citicorp’s investment-banking 
activities — which include the broker Scrimgeour Vickers — 





another 11 covering Japanese equities in New York, as a re- 
sult of its acquisition by Shearson Lehman Brothers. Wood 
Mackenzie of Britain has closed its Tokyo office with the loss 
of 11 jobs and Midland Montagu, another British firm, has 
done the same and sacked eight people. 

The cutbacks are unlikely to end there. Hans-Joerg Rud- 
loff, the deputy chairman of Credit Suisse First Boston, said 
in Zürich recently that up to 75,000 people working in the 
London and New York financial markets could lose their 
jobs as a result of the crash. No figures were reportedly given 
for Tokyo, but it cannot be immune from the shakeout. Akio 
Nakagawa, who is losing his job as branch manager of E. F. 
Hutton as a result of its sale, believes this is the price to be 
paid for the internationalisation of Japanese finance. He 
does not think redundancies will necessarily give foreign 
firms a bad reputation. 

Commercial banking as well as the securities business is 
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which gives rise to a good deal of South 
Korean grumbling. “We find it increas- 
ingly difficult to find or purchase 
technology,” says Park Yung Chul, the 
senior secretary for economic affairs. 

The South Korean Government 
does have a carrot to coax foreign 
partners into technology transfers. Only 
firms that provide technological know- 
how to their South Korean counterparts 
will be eligible for continued tax breaks. 

The mix of production is, in fact, 
shifting towards more sophisticated 
products, as relative exports have in- 
creased while imports have decreased in 
the past decade. In 1977, foreign-in- 
vested ventures accounted for 18.7% of 
manufacturing exports, while by 1986 
that had surged to 29%. Imports, how- 
ever, fell from 28.7% of the total to 
23.3%. At the same time, employment 
in foreign-invested ventures 
dropped from 10.5% of 
the manufacturing sector to 
9.70. 

Low-wage, low  value- 
added industries like foot- 
wear, electronics assembly 
and apparel are moving to 
China and Southeast Asia. 
But for now, South Korea has 
more than enough new busi- 
ness coming in to make up the 
slack. Indeed, the problem is 
a shortage of capacity, even 
in some of South Korea's sun- 
set industries. “We had a 
US shoe manufacturer in 
here who is so desperate for a 
steady supply that he is will- 
ing to help his Korean ven- 
dor buy a factory," says Barry 
Lamont, vice-president and 
general manager of Bank of 
Boston's Seoul branch. 

However, foreign inves- 
tors often run aground when 
it comes to paying for those 
new ventures. Foreign bor- 
rowing has been prohibited 
















TOP TEN FOREIGN INVESTORS 


(Largest projects receiving Ministry of Finance approval in 1987) 
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country of origin 


since mid-1986 as part of the gov- 
ernment’s attempt to keep liquidity 
growth, swollen by the export boom, 
under control. Borrowing must be 
Sigs on the expensive local mar- 
et. 

Official interest rates range between 
10% and 11.5%, though required com- 
pensating balances usually push the ac- 


tual borrowing cost to 14-15%. Foreign 


firms wanting to make further equity in- 
vestments, where the South Korean 
firm is strapped for cash, have resorted 
to stratagems like non-voting preferred 
stock. “Financing is going to be a major 
constraint that could break the whole fi- 
nancial system,” says a foreign consult- 
ant in Seoul. 

Financing is made more difficult be- 
cause of restrictions on lending to the 
top business groups as a way of steering 
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banks towards small and medium-sized 
business customers. To encourage the 
smaller enterprises, the government has 
even prohibited some foreign partners 
from hooking up with large South 
Korean firms. < 

“Some investors are uncomfortable 
with this policy because they prefer 
working with larger companies,” said 
one Western diplomat. Recently, this 
irritation flared into a major trade dis- 
pute with the US, when US life-assur- 
ance firms resisted the South Korean 
Government’s insistence that the 30 
largest domestic groups be excluded 
from joint ventures. 

There are other irritations that 
foreign businessmen and diplomats 
complain about. The approval process 
is cumbersome and opaque, and there 
are few signs that improvement is on the 
horizon, though restrictions 
on the smallest investments 
have been eased. 

Another sore spot is the 
insistence that unrestricted 
imports must come from 
the firm’s parents. European 
firms are particularly an- 
noyed at this policy, since 
many are, for legal and tax 
reasons, set up as subsidiaries 
of shell corporations. 

All the problems aside, 
the boom may have just 
begun. Bankers and consul- 
tants say they are fielding 
more queries from foreign 
manufacturing firms that are 
being priced out of Japan. 
If the won remains weak 
against the yen and exports 
keep booming, foreign in- 
vestments are likely to keep 
soaring. The real test of 
South Korea’s attractiveness 
for foreign manufacturers 
will come as its currency is re- 
valued to reflect its new 
economic strength. 
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feeling the pinch, especially among the US companies. Tony 
Hodge, the chief manager of National Westminster in Tokyo 
and chairman of the Institute of Foreign Bankers, says a sub- 
stantial reduction in staff employed by foreign institutions 
could hurt their future recruitment prospects. 


Spe se dealing in Japan is going to be extremely un- 
comfortable for a good while. Costs are the highest in the 
world and the chief activity of share trading is sharply lower 
than before last October. The 16 foreign brokers granted 
membership of the Tokyo Stock Exchange two months ago 
(REVIEW, 31 Dec. 87) are each paying ¥1.2 billion (US$9.3 
million) for a seat and are putting up a fat deposit, raising 
their capital and hiring floor traders. 

In the boom year ended in September, the six original 
foreign members of the exchange made a combined net profit 
of only ¥1.6 billion. In all, 13 made money. Jardine Fleming, 
a member, lost ¥59 million and 23 other non-Japanese sec- 
urities firms were also in the red. 

All had high start-up costs, but the brokers should have 


been helped by the record trading volume on the stock and 
bond markets. Lower commission rates were only intro- 
duced in October and turnover in the past four months was 
37% below the year-earlier level. Foreign securities houses 
had a 7% share of total equities trading in the year ended 
September, when non-Japanese were big participants. 

But that share may not rise this year, even though foreign- 
ers now have 22 of the 114 seats on the exchange. The new- 
comers are gritting their teeth and some may delay actually 
trading on the floor of the market. 

Japanese brokers are also reducing their staff levels. In 
New York, Nomura Securities is laying off 36 of its 600 local 
employees — mostly administrative and clerical workers. 
Nikko Securities reportedly cut some US salaries in January. 

Eve Kaplan, a research analyst at SBCI Securities, 
reckons recurring profits of the big four brokers (the other 
two are Daiwa and Yamaichi) could fall by 22-40% in the 
year ending September and by at least as big a margin among 
the other Japanese securities firms. Bond-trading profits, if 
any, look thin. 
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SHIPPING 


Fair weather ahead 


A restructured shipping company wants to go public — again 


By Michael Westlake in Hongkong 
i4 ongkong’s Wah Kwong Shipping 

Group, on the brink of liquidation 
just two years ago, has made a second 
application for a relisting on the 
stockmarket. Sources close to the com- 
pany believe the latest application — to 
begin trading shares on 2 March — is 
likely to be successful. One Hongkong 
stockbroker warned that investors 
would be gambling on a continued re- 
covery in the shipping market. The 
group is not likely to pay dividends for a 
long time. 

During the shipping slump of 1985- 
86, Wah Kwong Shipping and Invest- 
ment Co., as the group was formerly 
known, was hit by the collapse of sev- 
eral long-term charter arrangements. 
Several banks also sought to pull out of 
financing deals. The group incurred 
debts of US$850 million and its shares 
were suspended on 29 January 1986. 

Wah Kwong agreed to a debt-re- 
structuring deal in November 1986 in 
which minority shareholders saw their 
stake of 45% reduced to about 2%. Cred- 
itors took 49% of the company and the 
controlling Chao family’s stake fell from 
55% to 49%. 

Creditors were given A shares with 
preference on the group’s assets in the 
event of liquidation, while the Chao 
family subscribed to 53 million B shares. 











TAXATION 





Dividends were suspended until the 
repayment of junior debt. This was ex- 
pected to take 15 years, but now brokers 
believe it could be repaid in 13 years. 
As part of the restructuring deal, the 
Chaos contributed part of their personal 
wealth. Following these arrangements 
the group’s debt — less junior debt — 


Taxes despite representations 


Indian businesses face new — and higher — taxes 


By Lincoln Kaye in Bombay 


t took barely 15 minutes for the Indian 

parliament to debate the 187 provi- 
sions of the comprehensive new Tax 
Law Amendment. A firm stand by the 
ruling Congress party was enough to 
push the legislation through in the clos- 
ing week of the winter session. Even 
lawmaker N. K. Salve, an accountant 
by profession and a stalwart of the gov- 
ernment bench, admitted that the 208- 
page bill was passed essentially un- 
read. 

If MPs had had a chance to read the 

bill, they would have noticed that it: 
» Imposes a uniform April-March ac- 
counting year on all enterprises, regard- 
less of seasonal fluctuations in their 
underlying business. 
» Taxes all business partnerships at the 


same maximum individual rate of 55%, 
including a one-off additional levy of 
5% to cover drought relief this year. 

» Confiscates 30% of any income that 
the government, in its wisdom, deems 
to have been wrongly excluded from 
tax. 

» Treats intra-corporate fund transfers 
as income. 

Recently elected President R. Ven- 
katarmanan — a former finance minis- 
ter — was less precipitate than parlia- 
ment in granting his assent. He left the 
bill in his “in” tray for nearly six weeks, 
prompting speculation that he might imi- 
tate his predecessor, Giani Zail Singh, 
and withhold his approval from con- 
troversial government legislation. He fi- 
nally did sign the amendment, prompt- 


Wah Kwong’s Frank Chao: in control. "^"^^ "W^? 


fell to about US$330 million. The Chaos 
remained in day-to-day control, but 
creditors were given the power to veto 
decisions. 

Wah Kwong first applied for a relist- 
ing early last year but was turned down. 
In November the company reported a 
profit of US$12.5 million — including 
extraordinary items of US$3.1 million 
— for the six months to 30 September, 
or 11.3 US cents a share. The group’s 
fleet has been whittled down to a plan- 
ned core of 30 ships from 45. This pro- 
vided income of US$28.7 million which 
was not included in the profit-loss 
figures. 

Much of the turnaround in perform- 
ance has been due to a rise in shipping 
rates over the past year. For example, a 
60,000 dwt bulk-cargo vessel now char- 
ters for about US$10,000 a day com- 
pared with about US$4,500 a year ago. 
This rate is expected to rise by about 
US$1,000-2,000 over the next few 
months before a predicted summer sea- 
sonal drop of possibly 10-15%. For this 
reason, Wah Kwong has agreed to a 
spread of chartering arrangements, with 
less than a third of its fleet in long-term 
charters of two to six years, just over a 
third in charters of six months to one 
year and the rest on the spot market. 


pe company is pursuing a policy of 
not renewing longer-term charters to 
take advantage of rate rises. Four new 
ships which joined the fleet last year, 
plus a 305,000-tonne tanker to come this 
year, have reduced the average age of 
the fleet to less than eight years. This 
has also reduced running costs. In July 
last year the fleet was revalued upwards 


ing businessmen in major Indian cities 
to shut down their premises in protest at 
the way the bill was railroaded through 
parliament. 

Finance Minister N. D. Tiwari pub- 
licly wondered what all the shouting was 
about. Far from preventing debate, he 
pointed out, the government had pro- 
claimed its intention of reforming the tax 
codes 18 months ago (REVIEW, 9 Oct. 
'86). A discussion paper tabled at that 
time proposed streamlining the tax sys- 
tem by making businesses and individu- 
als responsible for calculating and pay- 
ing their own taxes. This was a radical 
idea for India, where tax assessment has 
traditionally been a long drawn-out bar- 
gaining process between businesses and 
taxmen. 

The stated objective of the reform 
was to develop a system based on 
mutual trust. But to make it work, the 
new legislation had to purge some time- 
honoured tax dodges — funds transfers 
that played upon different accounting 
periods; bogus partnerships arranged 
for the sole purpose of hiding income; 
the intra-corporate money merry-go- 
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by US$120 million by Rodskog Ship- 
brokers Ltd. 

Company officials were reluctant to 
give financial details, but one stock- 
broker estimated Wah Kwong’s present 
net asset value at about HK$1.13 (14.5 
US cents) a share, and claimed that a 
10% increase in hull values would mean 
a 200% increase in net asset value. He 
said the attraction of Wah Kwong 
shares would be for people who wanted 
to take a position in a recovering ship- 
ping market. 

In preparation for re-entering the 
market, Wah Kwong is reconstructing 
its equity so that all the A and B shares 
will rank as ordinary shares. A non-vot- 
ing share will be held by a trustee for the 
creditors and retaining the right to a re- 
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turn on capital. There are about 6,000 
shareholders, including 150 creditor 
shareholders who hold no more than 
5% each. Under the new arrangements, 
the creditors will hold a total of just over 
50%, the general public 2% and the 
Chao family 47.5995. 

Assuming the listing is allowed to go 
ahead, about 52% of the shares will be 
free to be traded. This will allow cred- 
itors to establish a value for their 
equity — and perhaps for some mem- 
bers of the public to cut their losses. For 
creditors, the option to cut and run is 
also there. But those who want to get 
anything like their money back will have 
to depend on the shipping market con- 
tinuing to improve over the longer 


Hongkong's container port: shipping-rates rise boosts performance. 








round; and petty quibbles over deduc- 
tions just to postpone, sometimes for 
years, the final tax reckoning. To make 
tax administration quicker and more 
equitable, the discretion of tax officers 
had also to be curbed. 

The discussion paper provoked pre- 
dictable protests from the beneficiaries 
of such dodges. Most vocal of all were 
the tax lawyers who make a comfortable 
living from the convoluted shambles of 
the Indian tax code. 

When the author of the discussion 
paper, former finance minister V. P. 
Singh, fell from Congress party favour 
(REVIEW, 12 Feb. '87), the topic of tax re- 
form seemed to go with him, all but dis- 
appearing from the national agenda. 
Opponents of the reforms were, there- 
fore, dismayed to find them resurfac- 
ing under the generally pro-business 
Tiwari, and in an even more draconian 
form than originally proposed. 

The levy on partnerships, for in- 
stance, will be imposed at the same high 
rate regardless of how small the firm is 
or how much the partners depend upon 
its income. Small partnerships are sure 
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to suffer unduly, say critics. They also 
wonder how the bill can claim to reduce 
the taxman's discretion when it gives 
him sole authority to attribute income 
to a firm and then tax it at an effective 
rate of 85% — the 55% tax rate plus a 
possible 30% penalty. 

Businessmen also claim the shift to a 
new accounting year will be unsettling, 
since by-law changes affecting such de- 
ductible expenses as partners’ remun- 
eration or interest can only be made 
prospectively, not retrospectively. To 
get in step with the new schedule, some 
businesses will have to extend fiscal 
1988-89 by as much as six months, which 
will leave them with messy policy 
changes in the middle of the accounting 
year. 

Pressure is mounting on Tiwari to 
use the 1988-89 finance bill, due late this 
month, to moderate some of the more 
controversial provisions of the tax 
amendment. But with expenditure rac- 
ing ahead of tax revenue by nearly 40% 
and a drought-induced recession loom- 
ing, the finance minister is left with little 
room for manoeuvre. 





FINANCE 


Floating a 
paper bond 


A Taiwan manufacturer raises 
funds in a sophisticated way 


By Jonathan Moore in Taipei 


T aiwan's financial markets have so far 
had little experience in corporate- 
bond investment. But a leading local 
paper manufacturer is testing investor 
interest by floating one of the most 
sophisticated types of bond. 

Yuen Foong Yu Paper Manufactur- 
ing Co. launched Taiwan's first conver- 
tible bond, worth NT$1 billion (US$35 
million), on 2 February in bid to raise 
money for an expansion programme. 
The bond issue has been arranged by 
Bankers Trust Co. of the US. 

Yuen Foong Yu's issue is more com- 
plicated than an ordinary convertible 
bond because instead of being converti- 
ble into shares of the  issuer's 
own stock they will be exchangeable, 
after two years, into shares of a separate 
company, a 10.4%-owned subsidiary of 
Yuen Foong Yu, Chung Hwa Pulp 
Corp. 

Taiwan’s limited corporate-bond 
market currently consists mainly of 
bonds of government-owned com- 
panies. A number of bonds of the Far 
Eastern group of companies are listed 
on the exchange but are not actively 
traded. 

Despite the lack of a developed bond 
market, Yuen Foong Yu and Bankers 
Trust are seeking a listing on the ex- 
change. They expect the potential for 
price fluctuations based on the move- 
ment of the underlying stock of Chung 
Hwa Pulp to attract secondary market 
interest. 

The bond will pay a below-market 
interest rate of 3.1%. It will attract in- 
vestors, says Peter Kwok, president of 
Bankers Trust, because of the allure of a 
possible capital-gains profit from con- 
verting the NT$250,000 units, after two 
years, directly into shares of Chung 
Hwa Pulp. The conversion price of the 
warrant is NT$69; the stock closed at 
NT$65.50 on 8 February. 

Since branches of foreign banks may 
buy the issue — Bankers Trust and 
Paris-based Banque Paribas are both 
contracting investors — and since the 
coupon's price is likely to fluctuate with 
the stock price, foreign banks will be 
able to participate indirectly in Tai- 
wan's equity market for the first time. 
Under existing laws, however, they will 
not be able to convert the units into 
stock. 

The issue represents a significant 
boost for Taiwan's bond market and 
may pave the way for other companies 


57 


to raise nds through similar issues. 

The unusual nature of the Yuen 
Foong Yu bond owes more to the 
quirks of Taiwan’s securities. law than 
it does to the financial sophistica- 
tion of Taiwan investors. It evolved 
when Yuen Foong Yu told Bankers 
Trust it wanted to raise money at less 
than 5% capital cost. Such a bond issue 
is impossible in Taiwan where RUNE 
ment bonds pay investors 5.85%. 
convertible bond, therefore, VA 
the most attractive solution. 


formula came up against regulatory bar- 
riers. In Taiwan, a company cannot buy 
back its own shares and so cannot main- 
tain an inventory of stock to give its bond- 
holders when they decide to convert 
their units. 

Yuen Foong Yu was therefore 
forced to produce a sophisticated instru- 

ment in order to get around regulations 
designed to maintain a basic simplicity 
in the Taiwan market. 

However, the authorities were sur- 
prisingly enthusiastic and supportive of 
the effort, according to Kwok. "We 
recommended it," said C. P. Chang, 
vice-chairman of the Securities and 
Exchange Commission. "Convertible 
bonds will provide investors with more 
instruments for investment." 


p interest in the bond has sur- 
prised market sceptics who thought de- 
mand for such an issue would depend on 
the existence of a developed bond mar- 
ket. The issue was oversubscribed by 
50% among the 13 participating institu- 
tional investors. Advance sales interest 
has also been heavy, according to 
bankers. They say they are already 
trading it among themselves at prices 
ranging from 105-110% of its face 
value. 

The underwriter, Bank of Com- 
munications, sold out of its units on 2 
February, the first day of the 10-day un- 
derwriting period. Investors may offi- 
cially trade in their units after the 


ary. 

The bond promises to provide a 
much-needed element of foreign par- 
ticipation in the local market. This is 
needed, according to financial industry 
sources, to help stabilise and educate 
the shaky market. 

By providing the market with the un- 















the issue should also pave the way for in- 
vestors to hedge their investments and 
even arbitrage profits from the spread 
between the price of the bond and the 
underlying share. 

Kwok believes other companies will 
follow Yuen Foong Yu's example be- 


ment provides a way of raising money 
cheaply. *Probably when the next bull 
market comes, you will see a lot more 
companies launching  exchangeable 
bonds," ng said. 
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But the traditional convertible-bond 


underwriting period ends on 11 Febru- | 


precedented prospect of a call option, | 
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cause the convertible-bond arrange- | 
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By Nick Seaward in Kuala Lumpur 
|^ the first. official comment from 
either country, the secretary-general 
of Malaysia's Finance Ministry, Tan Sri 
Zain Azraai has confirmed off-the-cuff 
remarks by his prime minister, Datuk 
| Seri Mahathir Mohamad on 22 January, 
that Singapore has agreed in principle to 
buy Malaysian natural gas. Zain's re- 
plies to written questions from the 
REVIEW go some way to dispelling un- 
certainty on both sides of the Causeway as 
to the status of the proposal to sell Singa- 
pore 150 million f of natural gasa day. 
The uncertainty had arisen after Ma- 
hathir's passing reference to an accord 
on natural-gas supplies to Singapore at a 
press conference in Johor Baru, follow- 
ing his private discussions with his coun- 
terpart, Lee Kuan Yew the day before 
(REVIEW, 11 Feb.). However, neither 
the Singaporeans, nor the state-owned 
oil company 
were prepared to confirm 
Mahathir's good news. 
Crucial questions still 
remain to be answered, 
however. Zain said that | 
pricing is still one of the | 
issues still to be resolved. 
A firm agreement on 
natural-gas sales to the | 
republic has been held | 
up since 1986 because | 
of disagreement over a | 
pricing formula. Singa- | 
pore has been insisting 
that its power stations 
should pay no more for 
the natural gas than they 
do for fuel oil from local | 
petroleum refineries, | | 
What is clear is that 
there is now little chance 
of Singapore getting involved in the 
financing of the peninsular natural-gas 
pipeline. Malaysia has accepted an offer 
from Japan's Overseas Economic Co- 
operation Fund, of a 340 billion 
(US$308.9 million) soft loan to finance 
the project and Zain said there was “no | 
need" for Singaporean funds. 


chairman of Petronas on 9 February, 
Raja Tan Sri Mohar bin Raja Badioza- 
| man told the REVIEW that the loan 
| would cover M$840 million (US$327.5 
| million) of the projected total cost of 
| 

i 


| 
| 
| 
| 
| 


M$1.2-1.3 billion, at current exchange 
rates. The remainder, he said, would 
either be financed from financial institu- 
tions or Petronas could tap its reserves. 

Mohar pointed out that Petronas 
could finance the construction of the 


730-km pipeline completely from inter- | 
ü nal resources. But, he said, the terms of 


In his last interview before retiring as | 


Petronas SKETCH by Morgan Chua 





Mahathir: uncertainty. 
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Funds in the pipeline 


Malaysia gets a Japanese loan for a natural-gas project 


the Japanese loan were so favourable 
that it was difficult to refuse. The loan is 
pitched at 4% with a life of 25 years and 
a seven-year grace period. Mohar also 
stressed that there are no strings at- 
tached — Petronas will be free to buy 
the equipment from the best bidder. 

With the bulk of the financing now in 
place, Petronas is now evaluating bids 
from 10 companies or consortiums for 
the main contract to lay the pipeline. 
The contract is expected to be awarded 
by March or April, with work scheduled 
to begin in July. Tenders for the steel 
pipe itself went out in October, and 13 
suppliers have passed the pre- qualifica- 
tion stage. Construction time for the 
whole pipeline is expected to extend to 
October 1990. 

The July starting date confirms ear- 
lier hints by Mohar that the project had 
been postponed for 18- 
24 months (REVIEW, 11 
Dec. '86). With comple- 
tion of the line now 
slated for the fourth 
quarter of 1990, it is 
now impossible for the 
Malaysian. Government 
| to meet its stated goal 
of. converting four oil- 
fired power stations to 
natural-gas within the 
life of the current Fifth 
Malaysia Plan (1986-90). 
| Petronas estimates that it 
,| will be at least another 18 
|| months to two years after 
completion of the pipe- 
laying before the natural 
gas Starts to flow. 

It is this delay that has 
given the Indonesians 
hope of displacing Malaysia as a 
supplier for Singapore’s power stations. 
Speaking in Kuala Lumpur in De- 
cember, Indonesian Minister of Mines 
and Energy Subroto said that Indonesia 
could supply natural gas to the republic 
as early as 1989, compared with 
| Malaysia's earliest date of 1991. 

Recent announcements indicate that 
the Malaysians will build the southern - 
leg of the pipeline even if Singapore 
does not buy the natural gas in the quan- 
tities originally envisaged. The original 
plan under the second phase of the 
peninsular natural-gas utilisation pro- 
ject was for the pipeline to run from 
Chukai, in Trengganu down to Segamat 
in Johor, There it was to split into two 
main branches — the first leading ulti- 
mately to Port Klang on the West Coast 
and the second down to Pasir Gudang 
on the southern tip of the peninsula. 
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Hitachi's wide-ranging auto- 
motive technologies include 
car audio, the Satellite Drive 
Information System featured 
on Nissan’s CUE-X concept 
car and a microcomputer 
engine control system. 
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Automobiles should be more than safe, comfortable 
machines. They should also be able to communicate 
with the world around them. 


Recent advances in car electronics technol- 
ogy have been remarkable. They’ve not only 
improved basic functions such as engine 
control, they’re now being seen in man- 
machine interfaces providing more comfort 
and operating ease, and even in communi- 
cations with the surrounding world. Down 


the road there are things even more exciting. 


Hitachi’s scientists and engineers are at 
work on a Multi Information System using a 
color thin filter transistor LCD to display 
operating information, road maps and a 
navigational system using these maps. With 
this system a driver could obtain a variety of 
driving information simply by touching the 
display screen. Eventually, he'll be able to 
issue verbal commands to, for instance, 
regulate the temperature within his car. 
Hitachi electronics and semiconductor tech- 
nology can also bring free communication 
with the outside and determine a car's 
exact location through use of Global Posi- 
tioning System satellites. 


Hitachi has also developed a highly 
acclaimed hot wire air flow sensor used in 
engine management. It helps achieve the 
diametrically opposed goals of maximum 
power and fuel economy. And we've created 
many other superior products for driving 
control, suspension control, air conditioning 
and audio. 


We link technology to human needs; and 
believe that our special knowledge will create 
new, highly sophisticated functions that are 
also easy to operate. Our goal in automotive 
electronics — and medicine, energy and 
consumer electronics as well — is to create 
and put into practice innovations that will 
improve the quality of life the world around. 


© HITACHI 


Hitachi,Ltd. Tokyo, Japan 
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A visit to Sydney, 
Australia during the ! 
Asian Pacific Trade and Industry 
Fair is a great opportunity for you 
to make new contacts, exchange 
information and ideas and foster 
new business for your company. 

On show will be a whole host 
of products from Australia, Asia 
and the Pacific, representative 
of primary, manufacturing and 
service industries. 

The theme of the Exhibition 
is "Partners In Progress" which 
expresses a marketing strategy 
aimed at developing trade 
between the nations of our region. 

The Asian Pacific Trade and 
Industry Fair, through the support 
of the Australian Government, 





ralia invites you to the 
ition of the year. 


RADE & INDUSTRY 


17, 1988. 
PRIL 3 Australian 


Industry and its 
Trading Partners, will be one of 
the most important events to be 
held in Australia this decade. 

The Exhibition will be staged 
against the backdrop of Australia's 
Bicentennial. By registering as a 
trade visitor now, you can avoid 
delays and be assured of 
a visit that will be exciting 
for you and highly 
profitable for 
your company. 
Sydney Convention 
and Exhibition 
Centre, Darling 

. Harbour. 
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r Ct i A OO GRENENK GUMENA VISITOR REGISTRATION FORM seme am m c c m 


Mr/Mrs/Miss 
Position 
Company 
Address 
Phone Fax 
Please indicate [| your visitor classification. 
A. [] Government 

B. [] Finance/Banking 

C. [7] Production 

D. [] Purchasing 


Manufacturing: 
Service Industry: 
E.[ ] Transport 
Primary Industry: 


A. [7] industrial 

C. [7] Computer Services 

F.[ ] Management Services 
H.[ 7] Agriculture 
Send to: Total Concept Exhibitions 

P.O. Box 1221 Crows Nest, NSW 2065 Australia 


Please send me my Overseas Visitor registration details including entry tickets. 


LT ]Mining 


TOT1528/A 


E ———5»5————————————— AA AA i rai aar 


Mamma 


at rr eea A ea 


E. [| Marketing 

F. [7] Research/Development 

RW eer 
please specify 


Please indicate | | your area of interest at the exhibition, 


B. Consumer 

D.{"] Financial Services 
G.[ | Communications 
J. [] Fisheries 


on Show 


€ Always the Best i 
ee pole 436 3266 Telex AA72262 TOCOEX. Fax (02) 439 7040 
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WWE/KojoTanaka/BCL - 


The 
Giant Panda 
needs your help 
to survive 


ORE every eighty to a hundred years the 
bamboo forests; in China's. Sichuan 

Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 

But that’s just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —-all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 
 Ateam from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchnu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money — your money. 





Please send contributions to the WW E 
National Organisation in your country or direct to: 
WWE International, 1196 Gland, 

~a Switzerland. 


; WORLD WILDLIFE FUND 
WWF acknowledges the donation of this space by 


Far Eastern Economic Review. 
Advertisement prepared as a public service by Ogiley r Mather. 





NOW AVAILABLE... 


The 1988 China Phone Book & 
Business Directory: January — June Edition 
completely revised and updated 



















The only bilingual 
Telephone Directory for 
China published 

semi-annually 


In order to maintain CPB’s accuracy and time- 
liness CPB will henceforth be published twice 
each year, covering Spring/Summer (available 
January — June) and Autumn/Winter, (available 
July —December). 


Given the frequency with which changes take 
place in China amongst both the domestic and 
foreign business and banking communities, the 
semi-annual frequency of The China Phone 
Book guarantees its users the most up to date 
and accurate listings of the most important 
contacts in China. 


Our database will constantly be updated to 
bring you the latest listings you need, when you 
need them. 


You can save 20% off the combined price by or- 
dering both the current Spring/Summer and the 
Autumn/Winter editions now. Published in July 
the Autumn/Winter edition will be sent to you 
automatically the moment it becomes available 
if you order both now. 


Not only will you have the most up to date busi- 
ness listings in China at your fingertips . . . but 
you'll save money at the same time. 


1988 Editions 


Spring/Summer — January —June 
Autumn/Winter — July — December 



































The China Phone Book Co. Ltd is a wholly owned 
subsidiary of Review Publishing Company Li- 
mited, Publisher of the Far Eastern Economic 
Review, Asia's leading publication. 






A vital reference for anyone interested 


in doing business with China. 


* Completely updated listings 

* Unique classified yellow pages 

* Designed for maximum usefulness 

* Lists all foreign companies and joint ventures 

* Careful selection of useful Chinese firms 
* Categorized by major industry groups 
e New compact page layout 

* Indexed for easy use 

* Good for travel or office reference 
e Names and addresses in both English and Chinese 







Designed for Maximum Usefulness 

This directory is a comprehensive listing from our own China database of all 
relevant companies in China of interest to the businessman or tourist. It is 
specifically intended to give you easy access to its contents through a well 
designed, computer generated classification and indexing system. Irrelevant 
and unnecessary information has been eliminated to reduce bulk and allow 
you efficient access. 


New Classified Yellow Page Section 


Our tenth edition includes the first Classified Yellow pages ever available 
covering the entire PRC. Over fifty categories of listings are included to give 
you updated, accessible information on China services, accommodations, 
travel, etc. Classified listings include: 
* Airlines * Business Services 

* Shipping Companies 


ORDER YOUR COPIES NOW! 


To: The China Phone Book Co Ltd, GPO Box 11581, Hong Kong 
Please rush me copy/copies of the China Phone Book as indicated: 


* Computer Services 
* And many other business Categories 


Name: 
(Please print in Block Letters) 


Address: 


Tel: 


C China Phone Book 1988, Spring/Summer Edition 
Price: Hong Kong: HK$300, Elsewhere: US$50 (inclusive of airmail postage). 
3! ee dniM p petniqui 

L] China Phone Book 1988, Spring/Summer and Autumn/Winter Editions combined set 
at 2076 savings. Send Spring/Summer Edition immediately and Autumn/Winter Edi- 
tion immediately upon publication in July. 
Price: Hong Kong: HK$480, Elsewhere: US$84 (inclusive of airmail postage). 
No. of sets: 


C] I enclose 
Book Co Ltd) 


in payment thereof (cheque payable to The China Phone 


O I prefer you charge to my credit card (tick one): 


O American Express [O Diners Club O Master Card [] Visa 
Card No: Exp. Date: 
Signature: 
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The Commerzbank report on German business and finance No. 2/88 


Western Europe shapes its future: 
the single internal market 


Only a few years ago, 
“Eurosclerosis” loomed large 
in discussions of Western 
Europe’s future. Whereas the 
U.S. was enjoying the boost of 
Reaganomics, Europe was 
said to be a tired—even para- 
lysed—continent. Today, the 
tables have turned: despite 
the current economic prob- 
lems, in Western Europe at 
least, private consumers and 
companies have regained 
their confidence and are op- 
timistic about the future. 

Europe's improved pros- 
pects are attributable in part 
to the renewed vigour with 
which the goal of European 
economic integration is being 
pursued. The creation of a 
huge, unified economic zone 
was, of course, a major goal 
of the founding fathers of 
the European Community 30 
years ago. Yet while it proved 
possible to abolish customs 
duties, little or no progress 
was made in many other key 
areas and a true *common 
market" did not come into 
being. The Single European 
Act, which went into effect 
on July 1, 1987, represents a 
milestone in this respect. 
The Act amounts to a binding 
commitment on the part of 
the EC countries to gradually 
create a unified internal mar- 
ket by end-1992. 


Vast potential 


Ultimately, an economic 
zone will emerge in Western 
Europe which encompasses 
320 million people—almost as 
many as the combined popu- 
lations of the U.S. and Japan. 
If freed from all internal bord- 


ers and trade restrictions, a 
market the size of the EC 
would offer significant oppor- 
tunities for expansion, es- 
pecially in view of its potential 
purchasing power. The con- 
crete advantages afforded by 
this European internal market 
will be immediately obvious 
to any company with an ap- 
preciable volume of Euro- 
pean business. The removal of 
border formalities and delays 
alone will translate into a 


of the European domestic 
market will generate more 
growth within the EC, while 
making firms more competi- 
tive on world markets. 
Companies in America 
and Asia that are in a position 
to compete on the European 
market will also be quick to 
grasp the significance of the 
new situation. For one thing, 
other European countries are 
knocking at the Community’s 
door, with Austria, Switzer- 


GDP in 1987: An international comparison 





USA 
Provisional figures, in Ecu billion; 1 Ecu =1.15 US $ (1987 average) 


Japan 


marked reduction of freight 
charges. Eventually, produc- 
ing for the European market 
will be greatly simplified since 
manufacturers will no longer 
have to meet a variety of 
different technical standards 
in the individual countries. 
Above all, the sheer size of 
such a market will permit 
larger production runs and 
greater concentration on 
specific market segments. 
The dismantling of intra- 
European trade barriers will 
promote competition—to the 
benefit of the consumer, but 
also of companies them- 
selves. Indeed, the evolution 


3,670 


West Germany 


France 


Italy 
United Kingdom 
Others 


EC 


land and the Scandinavian 
countries seeking closer ties. 
For another, the planned 
adoption of uniform stan- 
dards—or mutual recognition 
of existing ones—will make it 
easier for manufacturers to 
sell goods in all EC member 
states from a single base 
within the Community. 

Of course, certain hurdles 
must be cleared if the internal 


market is to function prop- 


erly: all intra-Community 
border controls have to go, 
the markets for capital and 
services must be liberalised, 
and taxation policies have 
to be harmonised. The pros- 
pects for streamlining the 
work of the EC Commission 
are not bad, since the Single 
European Act permits more 
simple-majority decisions and 
also the delegation of en- 
hanced executive powers to 
the Commission, thereby 
easing the decision-making 
process. The success of the 
internal market does not 
hinge on the introduction of 
uniform value-added or cor- 
porate taxes throughout the 
EC; indeed, even in the U.S., 
taxes differ from state to state. 
However, in the 1990s, some 
locations may become more 
attractive than others for 
tax reasons, prompting firms 
to relocate their production 
facilities. But this would 
also have a beneficial im- 
pact, spurring competition 
between member states to 
offer the most attractive tax 
environment. 

Clearly, difficult processes 
of adjustment will be required 
in some cases, and no two 
member countries will be 
faced with precisely the same 
transition problems. More- 
over, it may take decades to 
create a truly supranational 
legal framework. However, 
the EC states are not being 
called upon to sacrifice vital 
national interests. In fact, it 
is in everyone's interest to en- 
sure that the single internal 
market becomes a reality, as 
it will strengthen both the 
economic position and the 
political voice of Western 
Europe in the global context. 


COMMERZBANK Mz 


German knowhow in global finance 


VIEWPOINT is presented as a regular service to the international 
business and financial community by the Economics Department 
of Commerzbank, P.O. Box 100505, D-6000 Frankfurt/Main 1. 


Commerzbank in East Asia: Hong Kong Branch, Phone 5-8429666 - Tokyo Branch, Phone 5024371-75 - Osaka Office, Phone 2021235/6 - Commerz Securities (Japan) 


Co. Ltd., Tokyo Branch, Phone 5922200 - Commerzbank (South East Asia) Ltd., Singapore, Phone 2234855 - Beijing Representative Office, Phone 5004959/5003161 
Jakarta Representative Office, Phone 710231/34 - Affiliated Bank: Korea International Merchant Bank, Seoul, Phone 77165. 








Picking up the pieces 


€ WHILE the sharemarket crash may 
have turned many Australasian raiders 
overnight from rooster to feather-dus- 
ter, Bruce Judge is not resigned to lay- 
ing his head on the chopping block. 

Feathers are still flying as he struggles 
with those who would drag him out of 
the Ariadne Australia roost. 

.Counting of acceptances of a one- 
for-two rights issue by Ariadne will 
shortly reveal whether Judge and allied 
interests can retain Ariadne in their 
clutches. If not, Larry Adler’s FAI In- 
surances group — which via subsidiary 





Pembroke Securities underwrote the | 


rights issue — will gain control by taking 
up shortfalls. 

When FAI agreed late last year to 
the underwriting deal, Judge was in no 
position to refuse the A$120 million 
(US$85.2 million) capital injection | 
which the 50-A cent rights would bring 


Judge: hanging on. 


the tottering Ariadne empire. For its 
part, FAI got a nice A$6 million fee, in- 
creased assurance that Ariadne would 
meet its 16 March put-option obligation 
to pay A$163 million for 58 million Re- 
nouf Corp. shares, and a chance at gain- 
ing control at around the price it put on 
Ariadne's assets. 

It appears that Judge quite sincerely 
believed the market downturn was only 
temporary (as he assured shareholders 
of suspended Hongkong affiliate Im- 
pala Pacific in its latest report) and ex- 
“pected the Ariadne price to rise well 
above 50 A cents before the rights issue 
closed. When this did not happen, 
Ariadne moved shortly before closure 
date to extend the offer by six weeks. 
Adler went to court and won enforce- 
ment of the original agreement. 

In the process, more of Ariadne's 
underwear slipped briefly into view, 
when a previously confidential report 
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| by auditors Arthur Anderson and Co. 


was produced in court. This said that re- 


covery of an A$82.2 million unsecured | be grateful his agreement 


loan by Ariadne to a Judge company in 


the Cook Islands, called Willand Sec- | 


urities, was "doubtful." Judge has vig- 
orously denied any transfer of funds 
from Ariadne to any company as- 
sociated with him. 

One point of interest will be whether 
the Judge-controlled Judge Corp. in - 
New Zealand, which directly owns 
19.9% of Ariadne, takes up its rights en- 


titlement. Given its near-insolvency and | 


the collapse of two attempts to find 
buyers for its entire Ariadne holding, it 
is difficult to see how Judge Corp. could 
find another A$14 million to put into 
Ariadne or why existing creditors | 
(chiefly the Bank of New Zealand) 
would countenance this. 

Judge has been confidently predict- 
ing that FAI will end up with only 10% 
or so of Ariadne. But a further move 
suggests he fears control could be more 
closely contested. On 29 January, at its 
last meeting before Judge stepped aside 
from his role as executive chairman (at 
the behest of the National Companies 
and Securities Commission), the 
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Ariadne board approved the issue of 40 | 


million options, exercisable at 60 A | 
| cents any time over the next five years. 
Of these, 10 million were to go to | 
| Judge himself "in consideration for his | 


agreeing to act as a consultant to the 
company and to give the company the 
first right of refusal of investment in any 
business opportunities he may pursue. 
Another 17.5 million goes to Eugene 
Cafiero, a former Chrysler Corp. chief 
who now runs Impala Pacific's US in- 
dustrial subsidiary KDI Corp. and 
whom Ariadne is bringing to Brisbane 
as its new chief executive. Five million 
go to KDI Corp. for agreeing "to pro- 
vide managerial services and employees 
to the company," and 7.5 million go to a 
new deputy managing director. 

KDI has emerged, incidentally, as 
part of a mystery-wrapped consortium 
which Judge hopes will buy Judge 
Corp.'s Ariadne stake, following col- 
lapse of talks with the Kerry Packer- 
Harunori Takahashi grouping and 
former US Treasury Secretary Bill 
Simon, who has resigned from the 
Ariadne board (one of an exodus from 
the board in January) and is negotiating 
to end his merchant-banking joint ven- 
ture with Ariadne. 

FAI's Adler has furiously rejected 
the options deal, pointing out that 
under the terms of the rights-issue ag- 
reement Ariadne cannot increase its 
capital within 90 days of the issue. 
€ AFTER liquidating some A$4.5 bil- 
lion worth of investments on to a bear 
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| tage of Holmes à Court's haggling 



























market in less than three months, 
Robert Holmes à Court shoul perhaps 


paper and other med 
newly privatised John: 
through — however 
dashed his long-nursed: 
a national media group. 

Under the deal ex 
mail last year, his Bell 
Fairfax A$475 million 


weekly Times on Sunda 
work, New Zealand's Ni 
Review and sundry new 
papermaking holdings... 
out the radio arm, the p 
million, with A$125 millio 
| February. Allowing for the. 
_ deferred payment, and sal 
assets, Holmes à Court w 
the AFR for about A$250 
This is 15.6 times esti 
earnings of about A$16 m 
the problems of printing ai 
ing around the dispersed ci 
tralia, it could have been a considerable: 
drain on Holmes à Court’ s gr upe earn- 2 
ings. * | 
Some accounts suggest that the: new. 
Fairfax owners under family scion War- 
wick Fairfax, 27, eagerly. took advan- : 






off the deal, either in the hope of ex- 
tracting a better price from some ; new 1 
bidder (London Financial Times pub- | — 
lisher Pearson Group and Mirror News- 
papers have shown interest) or retaining - 
some equity. But Fairfax must be under 
great pressure to sell, however much its 
advisers study the options. It has debt of 
A$1.8 billion to a bank syndicate led by 
the Australia and New Zealand Bank 
from the privatisation, plus an A$500 
million loan from Citibank. Cash flow in 
its latest year was a little over A$100 
million. 
Increasingly, it seems Fairfax will be 
reduced to its founding asset, the highly 
profitable Sydney Morning Herald and 
a controlling equity in its Melbourne 
counterpart, The Age. The tragedy is 
that Warwick Fairfax's team cannot 
produce a rational explanation for the 
privatisation. The Fairfax family held 
51% and to all outward appearances 
was unified in commitment to the com- 
pany and Warwick's eventual succes- 
sion to the chairmanship. 
By accident or design, the previous 
management had cashed up on the eve 
of the October market crash by selling 
its TV network — and according to 
former executives was poised to expand 
overseas itself. Potential targets in- 
cluded New Zealand media group Wil- 
son and Horton and, ironically, Bri- 
tain's Pearson Group. 
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Sticks and carats 


Competition forces India to modernise diamond industry 


By Lincoln Kaye in Surat 


N ext month, the first 50 tenants will 
move into the world's only purpose- 
built, modern industrial estate expressly 
devoted to diamond cutting. They will 
be pioneers in taking the Indian 
diamond industry out of sweatshops and 
into the modern era. In the process, 
costly layers of middlemen can be cut 
out and rampant black marketeering 
curbed, according to Hindustan 
Diamond Corp. (HDC) chairman 
S. N. Sharma, the man behind the 
scheme. 

HDC’s interest in transforming the 
industry may well stem from its origins 
as a joint venture between the Indian 
Government and a Bermuda banking 
affiliate of the South African diamond 
giant, De Beers. Both New Delhi and 
De Beers share an interest in keeping 
tabs on Surat's dynamic and clannishly 
secretive diamond-dealing community. 
That is more easily done in a centralised 
industrial estate 16 km out of town, than 
in the back lanes of Surat, where the 
workshops are scattered, or 200 km to 
the south in the jumbled tenements of 
Bombay’s Opera House district, 
where the traders keep cubby-hole 
offices. 

Some in the industry remain scepti- 
cal about the diamond park. Why run 
up extra overheads and invite outside 
meddling, they wonder, when the 
diamond business has grown so pheno- 
menally on its own these past 25 years 
without any help from experts and 
bureaucrats? From a standing start in 
the 1960s, India has grown to be the 
world's leading diamond cutter, pro- 








TECHNOLOGY 


Made-to-measure drugs 


cessing about 30 million carats worth of 
"roughs" a year, nearly half the world 
total. | 

Cut-diamond exports last year 
amounted to Rs 195 billion (US$14.9 
billion). That makes the diamond indus- 
try the country’s second most important 
foreign-exchange earner (after gar- 
ments), accounting for 17% of overall 
export revenues. Diamond exports for 
1987-88 (to end-March) are projected at 
Rs 223 billion. At this rate of expansion, 
traditionalists argue, why bother to 
modernise? 

Proponents of the diamond park 
counter that these gains are based on in- 
humane exploitation of cheap labour. 
The traditional sweatshop approach 
cannot keep up the pace of growth in 
diamond exports, especially in the face 
of intensified competition from other 
parts of Asia, they fear. To meet the 
challenge, India’s diamond cutters will 
have to narrow their margins on each 
finished stone, while boosting the quan- 
tity and quality of output. Modernisa- 
tion holds the key and the new industrial 
estate is just the beginning. 

If it succeeds, the same approach 
could be applied far beyond the tradi- 
tional diamond-cutting centres of Surat 
and its environs, in low-wage enclaves 
in such areas as Rajasthan or Tamil 
Nadu. The first diamond park, being 
built at a cost of Rs 400 million at a 
railhead 16 km from Surat, will com- 
prise 1,000 factories, a diamond ex- 
change, postal and customs facilities for 
foreign shipments, offices for trading 
firms and an international-standard 


Japan develops polymer 'suits' for anti-cancer proteins 


By Bob Johnstone in Tokyo 


IA A any drugs which work wonders in 
the test tube fail miserably in 
people. The reason is that the body has 
barriers that prevent the drugs reaching 
the parts where they can do the most 
good. Hiroshi Maeda, a microbiologist 
at Kumamoto University School of Medi- 
cine, thinks he has developed a novel 
method of overcoming those barriers. 
Maeda calls his method “protein 
tailoring." In essence, it consists of out- 
fitting a therapeutic protein with a suit 
of biocompatible polymer. One drug 
dressed up in this manner has already 





proved remarkably successful in treat- 
ing certain types of cancer. 

At Kumamoto more than 230 pa- 
tients, most of them suffering from in- 
operable tumours of the liver, have 
been treated with the drug. In 90% of 
cases, the size of their tumours de- 
creased as a result of the treatment and 
their lives were prolonged. 

Now Maeda is attempting to cut the 
chemical cloth for other protein drugs. 
He aims to use them to treat a variety 
of other ailments including influenza, 
jaundice and arthritis. 
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The hexagonal plant units are de- 
signed to be light and airy, with floor 
plans to assure worker comfort and effi- 
ciency. All this is a far cry from Surat's 
cramped, windowless sweatshops 
where nearly 400,000 workers (many of 
them children) now crouch over their 
grinding wheels by day and spread out 
their bedrolls at night. 

It is not just altruism that has prompt- 
ed Sharma and others in the Diamond 
Development Cooperative (DDC) to 
promote these new-look factories. To 
defend its market share against coun- 
tries such as Thailand, Malaysia, Sri 
Lanka and China, India has to show its 
foreign customers (mainly concentrated 
in the US, Japan and Hongkong) that it 
can cut tiny, mass-marketed diamonds 
with greater speed, volume and preci- 
sion than its upstart competitors. At the 
same time, local diamond traders would 
like to move up-market into processing 
medium-sized stones, a market cur- 
rently dominated by Belgium and Is- 
rael. Recently revised import policies 
make it easier for diamond traders to re- 
plenish “roughs” against higher unit- 
value exports than against low-grade 
gems. 


T diamond park, with its modern, 
semi-automated factories, its hotel 
and easy airport access, should prove a 
lot more congenial and inspire more 
confidence among foreign buyers than 
the sweatshops of Surat. Generating de- 
mand for Indian-processed diamonds 
may prove easier in the long run, how- 
ever, than ensuring a supply of enough 
“roughs.” 

With cheap Indian labour, De Beers 
can sell as gems the tiny stones that 
it used to dispose of as industrial 
diamonds. But the cartel has the upper 


The key to success in protein tailor- 
ing is size. Ideally, a drug should be 
small enough to get to the tissue it is in- 
tended to treat — a malignant tumour, 
say — and, once there, large enough not 
to escape. The big advantage of this 
method is that since the drug is focused 
on the diseased part, it does not affect 
healthy tissue, and hence can be deli- 
vered in much higher concentrations. 

Clothing a protein in a suit of 
polymer overcomes a major problem 
with using “naked” proteins as drugs — 
they tend to last only a few minutes in 
the body before breaking down into 
their component parts. Protein tailoring 
also avoids the pitfalls of a similar ap- 
proach to drug targeting known as “mis- 
sile therapy.” _ 

The difference between the two ap- 
proaches is that, instead of size, the lat- 
ter relies on a monoclonal antibody to 
guide the missile’s “warhead,” e.g., an 
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hand in this uneasy marriage of 
convenience, since it enjoys a 
much stronger monopoly on 
the market for “roughs” than 
does India on the market for 
cheap labour. 

In a bid to escape De Beers’ 
stranglehold, the government- 
run Minerals and Metals Trad- 
ing Corp. (MMTC) has cauti- 
ously approached potential 
suppliers to deal directly with 
India. Some countries might 
well share India’s interest in 
breaking the cartel: Australia, 
as a newcomer to diamond 
mining, the Soviet Union as a 
political ally and countertrade 
partner, and the African states 
bordering South Africa. But, 
so far, venality has prevailed 
and only marginal deals have 
been done outside the London 
diamond bourse, which is 
dominated by De Beers' trad- 
ing subsidiary. 

Many in Surat even hint 
that De Beers might be behind 
the tooling up of rival Asian 
cutting centres. Others, how- 
ever, suggest that India might 
have itself to blame, at least in part, 
for the diffusion of down-market 
diamond-cutting to other cheap-labour 
countries. Rumours abound that one 
local diamond tycoon — sick of re- 
current tax raids — has decided to 
shift operations to Sri Lanka, Thailand 
or even China. Within the past couple 
of years, raids have drastically re- 
shuffled the industry's pecking order, 
shunting some of the high rollers to 
second-tier status or out of business 
altogether. 

Not that the raiders' suspicions are 
groundless. There is a premium on eas- 
ily smuggled high-value items like 
diamonds. On the streets of Surat, 
small-time brokers palm off little paper 


anti-cancer drug, toits target. In theory, 
missile therapy should be very accurate 
— a monoclonal antibody seeks out and 
sticks to one particular molecular struc- 
ture, in this case the antigen of a cancer 
cell. In practice it is not that simple. 


Fo one thing, monoclonal anti- 
bodies are usually isolated from mice; 
they often cause allergic reactions when 
injected into people. For another, 
monoclonals can only recognise a single 
antigen, but tricky tumours may coat 
themselves with a mosaic of antigens. 
Moreover, the antigen that the mono- 
clonal recognises may also be present in 
the patient’s blood, with the result that 
the missile “explodes” before reaching 
its target. 

A further problem with monoclonals 
is that the chemical bonds between anti- 
body and warhead are often either too 
weak, causing the missile to distinteg- 
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REVIEWTABLE by Andy Tang 


sachets of bargain-priced diamonds, a 
symptom of'how much leakage there is 
in the trade. Favourite dodges include 
substitution of inferior gems for high- 
grade roughs, exaggerated claims of 
wastage in the cutting process, under- 
invoicing of exports and over-invoicing 
of imports. 

These fiddles are made all the easier 
by the concentration of the industry in 
the hands of a few tight-knit ethnic com- 
munities. Trading is still dominated by a 
handful of Jain families from Palimpur, 
in Gujarat’s desert uplands. Most of the 
workforce is still comprised of farm 
boys from parched Saurashtra. Insiders 
claim that this parochialism is an asset 
in a business that necessarily depends 


rate prematurely, or too strong, causing 
it not to go off at all. 

Ultimately, to get where it can do 
most good, the drug has to get into the 
tumour tissue from the blood vessels 
which feed that tissue. These, because 
newly formed, are leakier than nor- 
mal blood vessels. But in order to per- 
meate them, the molecule has to be the 
right size, and monoclonal missles are 
typically too big; Maeda’s protein drug 
is a perfect fit. 

Maeda began his research more than 
20 years ago when, as a graduate stu- 
dent at Sendai University, he disco- 
vered an anti-cancer protein called 
neocarzinostatin (NCS). One interest- 
ing property of NCS was that, when in- 
jected under the skin, it tended to ac- 
cumulate in the lymph nodes. 

This was significant, because the 
lymphatic system is the network via 
which cancer spreads through the body. 
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largely on trust to move 
valuable consignments quick- 
ly without time-consuming 
paperwork. By encumbering 
the industry with unrealistic 
documentation requirements, 
they plead, the government 
risks killing the goose that lays 
the golden eggs. 

Critics counter that pleas 
for special treatment ring hol- 
low in light of the industry’s 
racketeering potential and the 
stiff import costs incurred to 
sustain diamond exports, mak- 
ing foreign-exchange earnings 
far less impressive. If MMTC 
had its way, all diamond trad- 


ing would be channelled 
through the government trad- 
ing company. 

That would close the 


avenues of upward mobility 
that have allowed a few in the 
industry to achieve undreamed- 
of success during the diamond 
boom of the past 25 years. 
Ganeshbhai Patel, a local mag- 
nate, routinely flies to the 
diamond markets of London 
and Antwerp. But his hands 
still bear the traditional tatoos of the 
Kothiawadi peasant, which is what he 
was before coming to work in the Surat 
sweatshops in the 1960s. 

Such rags-to-riches stories might not 
prove so easy to replicate in the new 
world of industrial estates and diamond 
bourses. Rising capital costs — each 
unit in the diamond park goes for about 
Rs 260,000 — and a more accountable 
business style will make it harder for 
individuals to amass the resources to 
set up factories on their own, whether 
by patient slogging at a grinding wheel 
or shady dealing on the street. In- 
stead, would-be entrepreneurs will be 
screened, trained and financed by the 
DDC. LR 


A drug which could prevent such propa- 
gation would be an invaluable weapon 
against the disease. The snag was that in 
addition to its useful properties, NCS 
also had too many nasty side-effects. 

Maeda reckoned that one reason 
why NCS accumulated in the lymph 
nodes was the molecule's relatively 
large size. But it was not large enough to 
keep all the protein in the nodes, hence 
the side-effects. He began looking for 
ways to make his molecule bigger. 

As is so often the case in science, 
serendipity provided the solution — and 
from a most unlikely source. While leaf- 
ing through a magazine, Maeda came 
across an advertisement for a floor 
polishing agent — styrene maleic acid 
(SMA) — whose chemical structure was 
exactly what he wanted as an enlarger. 

Injected intravenously into animals, 
the resultant combination — known, in- 
evitably, as SMANCS — turned out not 
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only to accumulate in the lymph nodes, 
but also, to a much greater extent than 
expected, in the tumour tissue itself. 

The first version of SMANCS was 
water-based. But, unlike most anti- 
cancer agents, the new compound was 
also soluble in oil. Injected into a 
tumour-feeding artery, the oily formu- 
lation of the drug ends up in the tumour 
over 2,000 times more concentrated 
than in the circulated blood. 

Oil-based SMANCS stays in a 
tumour for weeks, compared to just a 
few hours for the water-based form. 
The cancer-killing drug is released 
slowly, so eliminating the need for re- 
peated injections. But this formulation 
is still a long way from commercialisa- 
tion, 

Clinical trials of water-based 
SMANCS only began late last year. The 
drug’s development is in the hands of 
Yamanouchi Pharmaceutical, one of 
the four holders of the basic patent on 
SMANCS (the other three being the 
makers of SMA [Kuraray] and NCS 
[Kaken], and Maeda himself). 


Me” claims that the lack of pro- 
gress is due to over-cautiousness on 
the part of the clinician appointed to 
oversee Yamanouchi’s trials. A company 
spokesmen, however, maintains that 
trials are proceeding “very smoothly,” 
and that the drug will probably reach 
the market within three to four years. 

Some people cannot wait that long. 
Since word of the drug’s promise got 
out, Maeda and his colleagues at 
Kumamoto have been overwhelmed 
with calls from doctors who see 
SMANCS as the last chance for survival 
for their patients. 

But the university’s hospital has 
neither the facilities nor the inten- 
tion to become what Maeda calls “a 
fancy resort” for cancer patients. The 
influx has “totally blocked our scientific 
work,” he says. 

Maeda wants to get on with applying 
the principle of protein tailoring to treat 
other types of disease. For example, 
SMA can be hooked to superoxide dis- 
mutase (SOD), an anti-inflammatory 
enzyme with a variety of possible 
therapeutic applications. Maeda and his 
colleagues have already demonstrated 
the therapeutic effects of SMA-SOD in 
mice infected with an influenza 
virus. 

In addition to cancer, there are many 
other diseases that feature leaky new 
blood vessels. Rheumatoid arthritis, for 
instance, or Crohne’s disease, both of 
which are currently difficult to treat. 

“These diseases seem to be caused 
by over-reactions of the immune sys- 
tem, over-production of substances 
which damage the tissue and cause le- 
sions to occur,” Maeda reckons. “If we 
inject [a protein drug], and it leaks out 
into the tissue with the lesions and ac- 
cumulates there, then it should be able 
to quench [the over-production]." D 





























































AGRICULTURE 


Growing troublesome 


China’s rural reforms have produced some unexpected results 


By Robert Delfs in Peking 


O: the surface, agriculture in China 
appears to be in trouble. Sharp fluc- 
tuations in free-market food prices, the 
return of pork rationing in major cities, 
and stagnant growth in grain output 
over the past three years have raised 
doubts about the long-term viability of 
rural reforms. Until now, rural reform 
has been considered the great success 
story of Deng Xiaoping’s post-Mao rev- 
olution. 

Leading officials have criticised what 
they call the neglect of farming, point- 
ing to a decline in agricultural invest- 
ment and a steady reduction in arable 
land area. And in December, the 
Economic Daily said that since 
1985, agricultural production had 
come to a standstill. 

Certainly, the figures appear 
disturbing. Last year’s 401 million- 
tonne grain harvest was 6 million 
tonnes off the 1984 record, and 
below target for the third consecu- 
tive year. And China's net grain im- 
ports reached 6.8 million tonnes 
after two years as a net exporter. 
Total cultivated area fell by 6 
million ha, about 4%, between 
1978 and 1986. In addition, agricul- 
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Since that time China has sustained 
steady growth in per-capita food pro- 
duction, despite its limited land base. It 
now no longer faces the danger of seri- 
ous grain shortages. According to the 
World Bank, China's per-capita calorie 
consumption reached 2,600 a day in 
1985 — by far the highest of any low-in- 
come developing country. This figure is 
only slightly below Hongkong, Singa- 
pore and Japan (though direct grain 
consumption in China provides a bigger 
proportion of calorific intake). 

That rate of growth could be main- 
tained for many years to come, even 
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tural investment, as a proportion of 
total investment, declined from 
about 10% in the 1970s to just 3% 
in 1986. 

Pork rationing was reintroduced 
in many cities last year, and free- 
market food prices have risen at 
alarming rates. Fresh-vegetable 
prices in urban free markets in Sep- 
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tember were 21.9% higher than a 
year earlier, meat, poultry and 
prices were 20.3% higher, fish 25.9%, 
and grain prices 20.7%. 

But appearances can be deceptive. 
Contrary to current wisdom, China's 
agricultural sector is enjoying relatively 
good health, though it does face a 
number of problems. These are essen- 
tially a product of its very success, 
rather than symptoms of a deepening 
crisis. They stem from the changing na- 
ture of agricultural demand, the rapid 
transformation of the rural economy 
and a need to reassess the role of the 
state. 

Assuring an abundant supply of 
cheap food has always been an overrid- 
ing goal of the Chinese Government 
since Liberation. It is not difficult to 
understand why. Chinese in their mid- 
30s remember the bitter years of 1959- 
61 when millions starved and monthly 
rations in cities were only six to 12 kg of 
unhusked rice and 0.2-0.4 kg of meat 
and sugar. 





REVIEWGRAPH by Ricky Hui 


without major policy changes or a dras- 
tic reallocation of resources. The coun- 
try is nowhere near the economic — or 
biological — limits of agricultural out- 
put. The recent decline in the rate of ag- 
ricultural growth has in fact been a ra- 
tional response to market conditions 
following a grain glut in 1984. Indeed, 
China's farmers have shown themselves 
to be capable of responding flexibly and 
rapidly to market changes and adminis- 
trative signals. 

This growth rate has been achieved, 
moreover, with less than 0.18 ha of ara- 
ble farmland per person, only half the 
world average, and limited food im- 
ports. And over the past decade it has 
been accompanied by substantial gains 
in rural and urban incomes. 

China's agricultural sector, how- 
ever, has reached a turning point. 
The nature of agricultural demand is 
changing rapidly. It is no longer a ques- 
tion of guaranteeing a basic minimum 
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supply of food grain, but of supplying 
feed grain to commercial-meat produ- 
cers. As income levels have risen diets 
have improved, stepping up demand for 
neat and poultry. China’s farms are also 
under pressure to ensure that there is a 
sufficient supply of fibres and other cash 
crops for what is now the world’s largest 
producer, and a major exporter, of tex- 
tiles and clothing. 

Fundamental changes are also taking 
place within the rural economy and in its 
trading links with the urban sector. 
These changes are largely the product of 
reforms in the late 1970s. The most im- 
portant of these has been the rapid in- 
crease in rural labour costs. 

From 1980-86, the average value 
produced by each rural worker in- 
creased nearly 3.5 times, from Rmb 571 
'US$153.40) to Rmb 1,955. Little of 
this was due to increased agricultural 
production, however. It was primarily 
the result of the explosive growth of 
rural industry — which surpassed ag- 
ricultural output value for the first time 
last year — as well as rural trade, trans- 
port and construction. 

The implications of this dramatic 
shift have yet to be fully understood. 
But it is clear, at least in southern 
Jiangsu, many suburban areas, parts of 
Guangdong and other coastal pro- 
vinces, that the fundamental precondi- 
tion of China's traditional small-scale 
intensive agriculture — an inexhausti- 
ble reserve of cheap rural labour — no 
longer exists. The growth of industry in 
the countryside is boosting rural in- 
comes and forcing a shift to larger scale 
operations. 


A the moment, China's farming sec- 
tors consists of about 180 million 
household producers, each working 
small plots of land, averaging only 0.6 
ha. But under existing small-scale 
labour-intensive conditions, rising unit 
labour costs would make China's farm 
products the most expensive in the 
world. The changing structure of the 
rural economy requires, therefore, a 
switch to large-scale, commercial farming. 

However, simply enlarging the size 
of farms as excess labour is absorbed by 
other trades will, in itself, generate little 
or no improvement in per unit land 
yields, though there may be gains be- 
cause of greater professionalism and 
specialisation among the remaining 
farmers. For large-scale farming to be 
successful — and attractive to farmers 
— it is vital that farmers' incomes main- 
tain at least a rough parity with other 
forms of locally available rural employ- 
ment. At the moment, the risks in large- 
scale, commercial farming are higher 
and the returns lower than other types 
of rural industry. 

The rural responsibility system, the 
most important of the late 1970 reforms, 
shifted the focus of decision-making 
power back to the household from the 
production team and the commune. But 
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the family farm is hardly new, nor can its 
recently recovered autonomy in itself 
guarantee an endless series of bumper 
harvests. 

Nor will it be enough to pull the state 
out of the farming sector, eliminate sub- 
sidies, and remove price controls. The 
state, advocates of laissez-faire end- 
lessly point out, interferes with and dis- 
torts natural markets. So it should. The 
idea that the agricultural sector could 
operate without government interfer- 
ence in a country like China is at best 
unproven. There is no comparably 
populous region in the world (certainly 
not in Western Europe or the US) 
where it has ever been tried. 

The problem with the state's agri- 
cultural management is that it has 
outlived the fulfilment of its ori- 
ginal goals of assuring a basic mini- 
mum food supply. China's current 


port of commodities they can produce 
cheaply. 

Hunan and Jiangxi, for example, are 
efficient grain growers which should 
be maximising sales to adjacent 
Guangdong. Instead, they resist increas- 
ing exports to other provinces, which 
would result in higher prices for their 
urban consumers and their livestock in- 
dustry. Meanwhile, farmers in Hunan 
and Jiangxi reap little reward for their 
greater efficiency, because of the 
current low fixed grain prices. 
Guangdong has been left to import 
some of the grain it needs from abroad. 

The issue here is not whether the 
state should intervene but rather how, 
through what mechanisms, and to what 
end. Shifting from small-scale house- 
hold farms producing mainly for 
subsistence and secondarily for the 
market (both state and private) to 
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difficulties cannot be solved simply by 
adjusting state procurement prices, nor 
by increasing state investment in ag- 
riculture or in the production of key in- 
puts, such as fertiliser, though both of 
these steps are necessary and already 
under way. 

Such policies, which were directed 
towards achieving local self-sufficiency 
in foodstuffs, have succeeded bril- 
liantly, even to the point of ensuring 
that no real national market for agricul- 
tural products exists. But they now re- 
sult in local government blockades and 
trade wars as provinces, and even coun- 
ties, continue uneconomically produc- 
ing goods for which they lack compara- 
tive advantage while preventing the ex- 





Bigger is not better: page 68 
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REVIEWDIAGRAM by Barny Lee 

large-scale commercial production will 
require removing the obstacles to the 
orderly operation of markets. But it will 
require more: the acquisition of the 
means to intervene in those markets to 
protect the interests of producers as well 
as consumers. 

When markets slump, household 
farmers can still eat their home-grown 
grain and grumble, but investment 
losses are negligible. Most will start out 
the following year in much the same 
shape as the year before. But commer- 
cial producers go bankrupt, losing their 
land (whether contracted, leased or 
owned) and equipment, and defaulting 
on their debts. They may not resume 
operations at all in the following year. 
Developing commercial agriculture in 
China will, therefore, require, as in 
other countries, protecting farmers, 
as well as consumers, from the mar- 
ket. 
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CHINA’S IMPROVING GRAIN SUPPLIES 


(Growth in per capita grain production, including soyabeans) 





How the system works 


U nder the new purchase system inaugurated in 1985, peasants sign 
quasi-voluntary contracts to supply grain to the state-marketing 
system. The state pays the base-procurement price for 20-30% of the 
contracted amount and a higher, above-quota price for the remaining 
70-80%. The exact proportions vary in different areas and for differ- 
ent grains. 

The state purchases about 50 million tonnes. This is sold to urban 
residents at low, fixed retail prices. The average resident receives 
grain ration coupons entitling him to 13 kg a month of milled rice or 
wheat flour, or 155 kg a year, the equivalent of about 225 kg of un- 
husked rice. 

Peasants sell another 50 million tonnes of grain in further 
negotiated sales to the state and in free markets. The latter are main in 
rural areas, though some premium quality grain is sold in urban areas. 


Hypothetical average annual 
growth of 2% from 1960. 
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tion, reserves and seed. 


Source: State Statistical Bureau. 
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Bigger is not better 


Supply may outstrip grain demand in China 


[; symbolic terms, the record grain 
harvest in 1984 was a great victory, but 
for farmers it was a disaster. The unified 
state-procurement system, under which 
farmers were obliged to grow grain and 
the state committed to buy it, broke 
down. Much of the excess grain could 
neither be consumed, nor sold, nor 
stored. Free-market grain prices fell 
12% nationwide and in some key grain 
growing areas they fell by 50% or more. 

There was no real national grain 
market in China — a problem that still 
persists. Without trucks or carts, most 
peasants could not even transport grain 
to the next county, much less other 
cities or regions. As a result storage 
facilities, already under pressure be- 
cause of excess production in 1982-83, 
were overwhelmed. State grain 
stocks reached 100 million ton- 
nes, much of it stored in 
makeshift warehouses or simply 
left outside. Losses from insects 
and weather mounted rapidly. 
Meanwhile, each additional 
tonne of grain that the state 
bought and was eventually able 
to sell in the cities meant a sub- 
sidy loss of Rmb 200, about half 
the base purchasing price. 

In the wake of the glut and the 
state’s failure to stand by its obli- 
gation to purchase all surplus 
grain on offer, peasants naturally 
reduced their autumn 1984 grain 
plantings. The following year, 
the state abandoned the man- 
datory unified-purchase system, 
which had become prohibitively 
expensive. According to the 
China Quarterly (June 1986), the 
state needed to limit the amount 
of grain being produced, or at 
least the amount that it was 
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responsible for buying at guaranteed 
prices. 

The 1985 decline in grain production 
and the relatively modest increases of 
1986 and 1987 can be seen as a rational 
response to market conditions and the 
intended result of policy decisions. 
Deng’s 1970 rural reforms, far from 
having failed, had proved all too suc- 
cessful in stimulating grain production. 

What the glut revealed was the limit 
to the economy’s ability to absorb 
surges in grain supply even at extremely 
low prices, and in particular the serious 
inadequacies of the marketing, storage 
and processing of agricultural products. 

Calculated from a base of 1957-58, 
average annual growth in China's grain 
output has been 2.4% a year — a bare 
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The rest of the crop is retained by the peasant for his own consump- 


As a result of this procurement system, the state controls 18-20% 
of total grain production, three-quarters of the market supply and 
T nearly all urban grain trade. 


— Robert Delfs 


0.8% margin over population growth. 
But the late 1950s, the height of mass 
mobilisation and an all-out effort to 
boost on grain production, were hardly 
typical years, as the ensuing famine 
tragically revealed. Since 1960, how- 
ever, ouput growth has averaged 3.8% a 
year, with a margin over population 
growth of 2%. This performance over 
nearly three decades is extremely im- 
pressive by international standards. 

Given that there is already a suffi- 
cient amount of food, this 2% a year in- 
crease in per capita grain production 
could yield rapid improvements in diet 
quality as incomes rise. (There are of 
course regions and groups where mal- 
nutrition still exists. But this should be 
tackled through targeted subsidies and 
development aid, rather than the blan- 
ket urban-price subsidies now in use.) 
At the moment, however, the system is 
unable to cope with surges in demand. 

Two-thirds of the 15 million-tonne 
increase in total grain consump- 
tion in 1986 was attributed to in- 
creased consumption of animal 
and poultry products, beer and 
other alcoholic beverages, ac- 
cording to the Peking Daily on 4 
January. Urban per capita con- 
sumption of meat, poultry, eggs 
and fish rose by 8% in 1986, fuell- 
ed by a large gain in per capita ur- 
banincomes of 21.576 , nearly twice 
the national rate of increase. 

As urban incomes have roc- 
keted, spending on foodstuffs has 
accelerated. With negligible in- 
vestment opportunities and aver- 
age per capita rents and fuel costs 
of less than 50 US cents a month, 
most Chinese end up buying more 
food and saving for a new colour 
TV. This has created a problem 
which is primarily one of exces- 
sive demand — rather than insuf- 
ficient supply. 

In such circumstances, big 
price rises or political measures 


Source: State Statistical Bureau. 
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designed to stimulate large increases in 
production would restart the cycle of 
over-production and price collapse in 
the private sector. 

From now on, demand for directly 
consumed grain — especially rice — is 
unlikely to grow any faster than the 
population, and may even decline in per 
capita terms. The problem now is to re- 
spond to the growing demand for a 
more varied diet, especially for meat. 
China no longer has to worry about 
guaranteeing basic food supplies, but 
about supplying sufficient feed grain for 
larger-scale commercial-meat produc- 
tion. 

China's livestock industry is domi- 
nated by household producers who raise 
pigs and chickens as a sideline, relying 
on household crop by-products and for- 
age crops for feed. Substantial increases 
in meat production will require more 
farmers to become specialised commer- 
cial producers. But commercial live- 
stock producers, unlike backyard pro- 
ducers, need secure supplies of feeds, 
including maize, soyabeans, and milling 
by-products. The problem that China 
faces is not so much the actual level of 
output, but the lack of the drying, mill- 
ing, transport and marketing facilities. 

Commercial livestock producers 
(and commercial grain producers), un- 
like private small-holders, have to in- 
vest more and face much higher risks. 
Throughout most of China, farmers do 
not find the risks of commercial produc- 
tion attractive. The total volume of new 
investment by collectives in agriculture, 
forestry and animal husbandry declined 
by a third between 1984 and 1986 to less 
than Rmb 2 billion, while investment in 
industry, transport and construction 
climbed 61.1% to Rmb 14.1 billion. 


he problem is not just that returns 

are higher in industry. Millions of 
peasants attempted to become commer- 
cial producers in the early 1980s. In 
Jianhu county, Jiangsu, for example, the 
number of specialised households (com- 
mercial producers) expanded from less 
than 200 in 1982 to 8,552 by early 1985. 
But in the wake of the glut, the number 
of specialised households dealing in ag- 
riculture decreased by a third, and the 
number of commercial-livestock pro- 
ducers dropped by half. 

The promise of two or three good 
years followed by two or three bad — 
with rural producers bearing the costs of 
the exaggerated cyclic downturns — is 
not enough to induce peasants to invest 
in the high-volume commercial produc- 
tion and specialised services needed to 
build a modern livestock sector. 

The state has yet to respond to these 
new realities. For many Chinese offi- 
cials bumper harvests remain the ulti- 
mate, if not the only, criterion of ag- 
ricultural success. Farmers aside, the 
idea that record harvests can be a disas- 
ter still goes against the grain in China. 

— Robert Delfs 
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INDUSTRY 


Successful brew 


San Miguel sets its sights on new markets 


By Jose Galang in Manila 


S an Miguel Corp. (SMC), the Philip- 
pines' brewing giant and diversified 
industrial leader, is embarking on an ag- 
gressive P4.25 billion (US$203.8 mil- 
lion) expansion plan this year, based on 
the expectation of further gains in 
domestic demand. This will be the 
biggest capital budget ever for the beer- 
and-food company, which will be 100 
years old in 1990. 

The expansion plan reflects renewed 
business confidence following the 27% 
growth in sales of major industries last 
year, including the 25% rise posted by 
food-processing firms such as SMC. It 
also reflects expectations that big ser- 
vice and manufacturing companies will 
lead this year’s investment moves in in- 
dustry. 

SMC’s expansion plans include the 
construction of a new brewery, possibly 
in Davao province, at a cost of some P2 
billion. Beer sales, which usually ac- 
count for about 60% of SMC’s annual 
turnover, are estimated to have risen by 
more than 30% last year. But that will 
still leave it short of the historical peak 
of 122 million cases posted in 1984. 

SMC says competition from a new 
entrant, Carslberg, did not harm its own 
sales because the new product was 
aimed principally at the top levels of the 
Metro-Manila market. A locally pro- 
duced Carslberg Beer was launched in 
September by Asia Brewery, whose 
Manila Beer was once SMC’s main rival. 

Other food lines will come in for ex- 
pansion as well: a chicken-processing 
plant, a shrimp-feed plant, and a non- 
carbonated beverages plant. These are 
expected to entail costs of more than 
P830 million. The company also plans 
to undertake “new expansion and diver- 
sification projects, and replacements 
and major repairs of equipment and 
facilities.” 

SMC has also just formalised a 
licensing agreement with Nepal’s Mt 
Everest Breweries for the production 
and marketing of San Miguel beer in the 
Himalayan kingdom's market. A new 
joint-venture company, to be owned 
90% by Mt Everest and 10% by San 
Miguel, will be formed for the project. 
San Miguel also has similar licensing 
agreements in Western Samoa, Papua 
New Guinea and Indonesia. Proposals 
from other Asian countries are cur- 
rently being studied. 

Aside from brewing, SMC is in- 
volved in many basic and food-process- 
ing industries: packaging products, 
agriculture (corn, coffee and ramie), 
aquaculture (shrimps and prawns), 
coconut-oil milling and refining, dairy 





products, fruit-juice drinks, and feeds 
and livestock products. It also has in- 
vestments in such companies as: Nestle 
Philippines, Coca- Cola Bottlers Philip- 
pines, Philippine Dairy Products, and 
Shakey’s franchise-holder International 
Family Food Services. SMC has also 
started a joint venture in Taiwan to 
manufacture ice cream. 

Sales last year were estimated at P.15 
billion, up 31% from 1986, while group 
net profits were estimated to be P1.7 
billion, an increase of 54.5%. Of the 
total profits, some 21.2 billion was esti- 
mated to have been earned by the par- 
ent company. 

To finance its expansion, SMC is ex- 
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pected to tap P1 billion from its unap- 
propriated earnings, with the rest to 
come from medium-term borrowings. 
The company is also discussing possible 
investment from such groups as Bond 
Holdings of Australia. But such talks 
will depend on the outcome of the 
sequestration of 38.1 million SMC 
shares (a third of the total) held under 
sequestration by the Presidential Com- 
mission on Good Government. 

In early February, United Coconut 
Planters Bank (UCPB), which actually 
held the shares in behalf of 14 entities, 
offered to redeem 500 million preferred 
shares held by SMC at P1 a share. The 
offer was good up to 30 April. SMC, 
however, does not seem inclined to ac- 
cept the UCPB offer. Officers of both 
companies are now locked in battle over 
the shares, and the squabble is expected 
to heat up in the weeks preceding the 
annual general meeting in May. 
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F or little more than the cost ofa single nig tina : 
Beijing hotel, you can have two books vital to 
anyone doing business with China. 


The People's Republic of 


China Year-Book 1987 

The People's Republic of China Year- 
Book 1987 is not only fascinating reading 
for those with social and cultural interests in 
China, but an essential reference for 
people with business dealings in the 
country. 

What is it? 

This classic volume with over 750 pages 
singularly offers the most complete guide 
to every aspect of life within China 
available today. Its contents range from 
the people and culture to economics, 
finance, tráde, politics, education, science 
and technology. Plus countless other 
subjects covered in precise detail. 

Itis the culmination of thousands of hours 
in research invested by the New China 
News Ltd., professionals who know the 
country intimately. The result is a 
cyclopaedia of unparalleled insight and 
information. 


Who needs it? 
If you have any interests in China at all 
then you'll find the People's 
Republic of China Year-Book 
1987 to be an essential 
companion. And, because 

it is completely indexed, it 

is a particularly helpful 
reference for students, 
professors and people conducting 
business in or with the country. 





A CJ Please send ... 


copy(s) of The 


Together these two classics 
will bring you all the 
information about China 
you will ever need to know: 


@ Thousands of pages of detailed 


data examining the changing face of 


China. 


è Expositions, speeches and articles 
contributed by authoritarians, 
pertaining to the exciting market 
potential and business opportunities 
available in China. 


e Hundreds of photographs and 
illustrations of interest, 


e Two systematic and valuable 
references for those with business 
dealings in China. 
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The Almanac of China's 
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Foreign Economic Relations 
& Trade 1987 - 


China's trade policies with the rest of 
the world have never offered more 
opportunities than they do today. The 
country represents an unprecedented 
potential - an expanding market 
equivalent to one quarter of mankind. 
And yet, data on this rapidly growing 
economy has, until recently, been scant 
and unreliable. 

Now, there is one book that 
encapsulates every detail relevant to à 
businessman conducting dealings with 
China - The Almanac of China's 
Foreign Economic Relations & Trade. 
What is it? 

The Almanac records articles and data 
contributed by leading scholars and 
authoritarians as well as representatives 
from China's Foreign Economic Relation 
and Trade Department. Its contents are 
extensive and detailed, systematically 
laid-out for ease of reference. It includes 





a vital information to businessmen, such 


as trade policies and 
restrictions, and even 
J offers listings of potential 
FX  joint-venture partners. 


. .. Who needs it? 
The Almanac is absolutely 
vital to anyone thinking of, 
or already involved in, 
business relations with 
China. It is also a fascinating 
record of the changing face of 
. China's trade policies. Not only 
. is it one of the few books that 
offers an accurate view of China's 
economy but it is also the most 
up-to-date documentation of this data. 
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People’s Republic of China Year- 

Book 1987 for which I enclose 

US$95/HK$740 per copy. For 

surface mail delivery add 

US$6/HK$47, for airmail delivery surface mail delivery add 
US$6/HK$47, for airmail | 
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| 
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| 
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| add US$22/HK$170. 

| delivery add US$22/HK$170. 
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Economic Relations & Trade 
1987 for which I enclose 
US$79/HK $615 per copy. For 


| 
| 
The People’s. Republic of China | 
Year-Book 1987 and The 
Almanac of China’s Foreign | 
Economic Relations & Trade 1987 | 
for which I enclose 
US$174/HK$1,355 per set. | 
— For surface mail delivery add v 
ese SEEN | US$12/HK$94, for airmail delivery — | 
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INVESTMENT 


Wired for business 


Two telecommunications giants plan joint venture 


By Christopher Marchand in Hongkong 


utchison Telecommunications, 
which is controlled by Hongkong 
pics Li yii and Britain's Cable 

Wireless (C&W) are close to agree- 
ment on setting up a joint venture to sell 
telephone services and provide satellite- 
communication facilities in Southeast 
Asia and China. 

Certainly the imminence of the deal 
appeared to contribute to a marked soft- 
ening in the cutting words C&W chair- 
man Sir Eric Sharp had hitherto re- 
served for rival Hutchison Telecom. 
Lis company has joined forces with 
British Telecom to compete against C& 
W in the bidding for Hongkong's cable 
TV network. 

At a string of press briefings to mark 
the 1 February flotation of C&W's 
80%-held subsidiary, Hongkong Tele- 
com, now Hongkong's largest capi- 
talised company, Sharp spoke of his 
desire for cooperation with Li. 

However, the two groups' rivalry 
within Hongkong appears as fierce as 
ever. That means the government will 
have to reach a decision later this year 
on which party to favour for the cable- 
TV network. As a framework for this 
decision, the government may rely on a 
report into Hongkong's telecommuni- 
cations industry carried out by manage- 
ment consultants Booz, Allen & Hamil- 
ton. The report looked at the need for a 
second network. The government has 
received a draft copy of its findings 
which are understood to argue in favour 
of more competition. 


That would be good 
news for Li. He wants to 
invest in telecommunica- 
tions, and the US press 
has reported that a 
Hutchison Telecom-led 
consortium has already 
bought a used Westar 6 
communications satellite. 
This will be launched into 
orbit over Northeast Asia 
by China, according to the 
reports. Hutchison will 
then be in a position to 
sell telephone and TV 
services. 

Hutchison Telecom 
managing director Rick 
Siemens says the reports are *inaccurate 
in material respects," but he refused to 
elaborate until details are released of the 
joint venture with C&W. 

In Hongkong, C&W has no 
economic incentive to cooperate with 
Hutchison Telecom. The British parent 
derives 80% of its profit from its 
monopoly of Hongkong's domestic and 
foreign telephone, telex and facsimile 
transmission services. Hongkong Tele- 
com is undergeared and flush with cash. 
It can probably fund, without resorting 
to borrowing, the HKS$30 billion 
(US$3.8 billion) which Sharp says will 
be invested in the territory to phase out 
analog-telephone switches, install digital 
cable and upgrade earth stations. 

Elsewhere in Asia, the story is diffe- 
rent. On 26 January, a US$162 million 
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contract was signed for the Japan-South 
Korea—Hongkong underwater arm of 
a global fibre-optic telecommunications 
network. C&W’s share is 31%, involv- 
ri i capital outlay of US$50.2 million. 
C&W has also joined a Hutchison 
Telecom venture (together with a 
number of North American companies) 
to look at providing re- 
gional telecom services in 
Asia. 

But in Hongkong, 

^| C&W could find itse 

_| fighting a bitter rear- 
-| guard action to support 
| | its view that the territory 
| can afford only one tele- 
communications net- 
work. C&W and the 
Hongkong Government, 
which owns 11% of Hong- 
kong Telecom,  eac 
— | plan to sell 5.5% of their 
| holdings in the territory's 
|| telecommunications com- 
pany. Their financial ad- 
visers — Prudential Asia 
for C&W, and Baring Bros for the gov- 
ernment — are now agonising over the 
timing of the sale. 

That creates a potential overhang of 
1.05 billion Telecom shares worth some 
HK$7.2 billion at current market prices. 
But Prudential Asia managing director 
Douglas Fergusson says that institutions 
are keen to buy into Hongkong Tele- 
com as the counter is underweighted in 
their portfolios. He adds that the shares 
would also be sold internationally, 

However, the market's present rat- 
ing of more than 20 times earnings 
places Hongkong Telecom on a greater 
market capitalisation than its British 
parent. To international investors, that 
might be expensive, even given bright 
earnings prospects, on which C&W has 
so far been rather cagey. Oo 





INSURANCE 


New lease on life 


Private firms compete for Sri Lanka’s insurance market 


By Manik de Silva in Colombo 


os Sri Lanka ended a 26-year 
state monopoly in insurance in Oc- 
tober, three new private-sector insurers 
have been jostling for a slice of what 
they see as a growing pie. The trio have 
lined up powerful private-sector back- 
ers, launched high-pressure advertise- 
ment campaigns, and at least one plans 
to list its shares on the tiny Colombo 
Stock Exchange. | 
Two of the companies have sought 
equity participation from government 
financial organisations. These prudent 
moves are made in case of any possible 
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elections are due this year and next, and 
the main opposition party — the Sri 
Lanka Freedom Party — is not overly 
enthusiastic about privatisation. 

The three new companies are CTC 
Eagle, Ceylinco Insurance and Union 
Assurance Ltd (UAL). The last is being 
promoted by four well-known listed 
companies which in recent years were 
principal agents for the state-owned Na- 
tional Insurance Corp. (NIC). 

Both CTC Eagle and UAL estimate 
the domestic insurance market at about 
Rs 1.5 billion (US$48.9 million) a year. 


future changes in government policy: | A CTC Eagle spokesman told the 


REVIEW that the local life-assurance mar- 
ket was characterised by low coverage, 
with only 200,000 policies taken by an 
insurable population of about eight 
million (or about half the 16 million 
Wipeateics "Premium incomes from 
ife assurance are presently in the region 
of Rs 300 million, contrasting sharply 
with domestic savings of almost Rs 50 
billion," he noted. 

Experts believe that moderate 
economic growth of 4-5% , the availabil- 
ity of tax incentives for the insured and 
the strong savings habit in Sri Lanka 
mean that the life-assurance business 
has potential. One constraint, however, 
is low disposable incomes. 

From 1982-86, the national general- 
insurance premium income rose from 
Rs 635 million to Rs 1.18 billion, grow- 
ing at rates of 14-20% a year. The gen- 
eral sluggishness of the state-sector in- 
surers meant that market potential was 
not being fully realised. The private in- 
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 surers are confident that particularly in 
life insurance, innovative policies and a 
hard sell will bring good results. 

The three companies are: 

» CTC Eagle, held 55% by the Ceylon 
Tobacco Co. — which in turn is perhaps 
the biggest private-sector company in 
Sri Lanka. (Ceylon Tobacco is more 
than 80%-owned by British American 
Tobacco [B.A.T ]) — so that CTC 
.| Eagle can draw upon the resources of 
. | B.A.T 's Eagle Star group in Britain. 
CTC Eagle has given a state-owned 
venture-capital company, the Capital 
Development and Investment Co. 
(CDIC), a 15% stake. CDIC's partici- 
pation should shield CTC Eagle from 
possible future policy changes. The 
other partners of CTC Eagle — which 
will have an issued capital of Rs 100 
million — include James Finlay and Co. 
(Colombo) and the Commercial Bank 
of Ceylon (with substantial government 
shareholding), both of which will have 
5%. The remaining 20% of CTC Eagle 
will be offered to the public. 

» UAL is promoted by Mercantile Cred- 
it, one of Sri Lanka’s most prosperous 
finance companies, along with Aitken 
Spence (plantations and shipping); 
Whittals (plantations and tea exports), 
and Carson Cumberbatch (plantations, 
tea and insurance). UAL publicity claims 
that its promoters have collective ex- 
perience of more than 400 years. More 
to the point is that their 1986 perfor- 
mance as NIC’s principal agents sug- 
gests that they have a premium base 
of Rs 280 million to offer the new com- 
pany. 
In addition to the four private-sector 
promoters which have equal shares of 
Rs 8.75 million each out of a planned Rs 
100 million in issued capital, UAL will 
also have public-sector participation. 
This comes from the Merchant Bank of 
Ceylon, a wholly owned subsidiary of 
the state-owned Bank of Ceylon. The 
Merchant Bank has Rs 15 million in 
UAL equity. 

The International Finance Corp., 
the World Bank agency, has agreed to 
take Rs 15 million of UAL equity, the 
first such investment in private insur- 
ance it has made anywhere, according 
to a UAL spokesman. The Asian De- 
velopment Bank is also said to be in- 
| terested in investing. 

» Ceylinco, third in the field, has as pa- 
rent the Ceylon Insurance Co., which 
pioneered life insurance in the country. 
(Ceylon Insurance had more than 
80,000 life policies in force at the time of 
nationalisation in 1961 and in the im- 
mediate post-nationalisation years it 
was the leading principal agent of 
NIC.). Ceylinco will offer Rs 15 million 
in shares to the public via a quoted share 
issue. Unlike UAL and CTC Eagle, 
Ceylinco will be run by Sri Lankan man- 
agers. However, it has engaged a 
former vice-president of the US' Met- 
ropolitan Life Insurance to train staff and 
organise the marketing operation. H 
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Caught on the hop 


Qantas is under pressure as tourists flock to Australia 


By Hamish McDonald in Sydney 


he rise of “mega-carriers” in the 

world airline industry and the turn- 
ing of Australia's tourist tide towards in- 
bound traffic have brought new com- 
petitive pressures to national carrier 
Qantas. Unless it is to retreat to a role as 
a regional feeder, it needs to become 
bigger and more international — using 
Australia's current tourist pull and its 
own record for safety and technical ex- 
pertise as levers. 

A government decision about how to 
expand the state-owned airline's capital 
base cannot come too soon for Qantas. 
The funds that Qantas can generate in- 
ternally are totally dwarfed 
by the cost of new aircraft 
needed to keep up with ri- 
vals like Singapore Airlines 





(SIA) and British Airways | 100° 
(BA). 90 « 
Qantas has four new Boeing 
747-400 series jets due for | °° 
delivery by September next | 70» 
year, costing about A$250 mil- | sp. 
lion (US$175 million) each. The 
carrier is understood to have | 50° 
reserved "slots" for several | 4o. 


more further down the Boeing 
production line. At the most 
recent balance date, total 
liabilities of A$1.536 billion 
were carried by only A$485 
million in shareholders’ funds, 
of which A$149 million was 
paid-up capital. 

The airline is already under-capi- 
talised, according to the 65:35 debt- 
equity ratio it deems prudent to weather 
recession or interest-rate increases. Its 
treasurers have so far managed to shield 
Qantas from the additional risk of the 
Australian dollar’s shakiness by hedg- 
ing aircraft financing to reflect the mix 
of revenue sources. The switch to in- 
bound traffic — about 70% of the pas- 
senger load now compared with 48% 
only three years ago — has given extra 
insulation. 

Chairman Jim Leslie and his execu- 
tives have bluntly told Prime Minister 
Bob Hawke’s government and all who 
care to listen that Qantas needs an addi- 
tional A$400 million capital injected by 
1989 to maintain its 65:35 debt ratio. 
Given Treasurer Paul Keating's 
squeeze on spending, some degree of 
privatisation appears inevitable. But 
Qantas is included in the ruling Austra- 
lian Labor Party's (ALP) list of the 
crown jewels from its socialist past. Al- 
though he has ignored parts of the ALP 
written policy in other fields, Hawke 
has decided to appeal to the ALP's next 
conference in June for a change of 


30 * 
20 * 


QANTAS PROFIT FLIGHTPATH 


{A$ million (Consolidated pre-tax operating profit) 


policy to allow some sale of airline equity. 

The most discussed option at this 
stage appears to be floating between 
35% and 49% of equity. But Canberra 
could divest more and retain veto pow- 
ers by a variety of measures familiar 
from overseas airline floats — a 
maximum share-holding limit, or a “gold- 
en share" for example. Given that the 
airline's prime asset is its licence to op- 
erate as Australia's sole international 
carrier — reaffirmed when Transport 
Minister Gareth Evans set out domestic 
aviation policy last year (REVIEW, 29 
Oct. '87) — the government has ul- 





REVIEWGRAPH by Barny Loe 
timate powers of persuasion anyway. 

Qantas is predicting a rise in profit 
for its current year ending in March, 
after a record A$104 million operating 


profit last year (yielding A$63.7 million 


profit after tax). But profitability is 
fragile, squeezed between the rising 
cost of aircraft and sharper competition. 

The airline has lost about A$100 
million over the past five years on its 
trans-Pacific routes to the US in a fight 
to retain market. Its main competitors 
have been US carriers, which since 
President Reagan's deregulation have 
merged down to five major groups from 
the previous 24 and swept aside geo- 
graphic specialisation. 

Like Japan, Australia has a bilateral 
air agreement with the US that it now 
regards as unfair. Signed at the end of 
World War H and amended in 1957, the 
agreement sets no capacity limits on 
US-Australia air routes, while giving 
rights through Australia should US air- 
lines care to use them. Given that these 
Pacific routes provide 30% of Qantas 
traffic but only 2% or so for United Air- 
lines (UAL) and other US carriers, 
Qantas feels at risk from “predatory” 
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tactics. Four rounds of bilateral talks 
since early 1986 do not seem to have 
brought reconciliation closer. 

Qantas is seeking capacity restraint 
to keep load factors up to levels that can 
be sustained. It also wants rights to pick 
up passengers in Hawaii on eastbound 
flights, and rights to fly on to London di- 
rectly from Los Angeles (instead of via 
New York as allowed in the existing ag- 
reement). Possibly in breach of the ag- 
reement, Canberra is already imposing 
de facto capacity controls by holding up 
US requests for more services. 

The restoration, after nine years, of 
^interlining" rights — the right to carry 
foreign visitors around Australia — to 
Qantas from July this year gives the Aus- 
tralian carrier something to bargain 
with in the US. US carriers have the 
ability to offer cheap “add-ons” for 
flights within the US. This offers them a 
great benefit when selling Pacific sec- 
tors in Australia. Qantas was stopped 
recently from buying blocks of seats on 
American Airlines’ domestic network 
to sell to its passengers, because 
Washington said its airlines cannot do 
the same in Australia. 

In Europe, Qantas is also expecting 
the rise of mega-carriers, with the EC 
due to deregulate its skies in 1992. 
There, as all round the world, the cost of 
new aircraft is getting beyond all but the 
biggest carriers to fund in a fiercely 
competitive market (and even BA has 
recéfitly entered a cooperative arrange- 
ment with UAL). 

Rather than try to compete in several 
gateways with perhaps five European 
mega-carriers (BA, Air France, Lufth- 
ansa and two other groupings) Qantas 
is thinking hard about extending the 
“hub” strategy it already applies 
successfully to Singapore. This would 
see Qantas concentrating on London 
and Frankfurt, trading feeder traffic 
at each end of Europe-Southeast 
Asia trunk routes with BA and Lufth- 
ansa. 


n Asia, Qantas wants to develop its 
traffic around four hubs — Singapore, 
Bangkok, Hongkong and Tokyo — and 
is building on its agreements with coun- 
terpart airlines. With the opening of 
Bangkok’s new air terminal last year, 
Qantas can diversify somewhat away 
from Singapore where, after the cele- 
brated Asean gang-up on the Britain- 
Australia traffic some years ago, too 
many eggs were felt to be in one basket. 
Qantas executives said Singapore 
had become “been there, done that” for 
many travellers. “The market is saying 
loud and clear to us that Singapore’s lost 
a lot of its charm, become too sterile, 
and aside from the effect of a temporary 
glut of hotels, is no longer cheap,” said 
one airline official. Being further north, 
Bangkok is also better placed for one- 
stop flights to Frankfurt using the Af- 
ghan-Soviet corridor, which Qantas re- 
sumed flying last October. 
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Menadue: exploiting Japanese market. 


In exchange for giving Thai Interna- 
tional and SIA access to more Austra- 
lian gateways and on-flight freedom to 
New Zealand, Qantas gained in 
November rights to on-fly from 
Bangkok and Singapore to Northeast 
Asia. A request for matching rights to 
fly through Hongkong from these points 
to destinations such as Seoul and 
Frankfurt has raised hackles at Ca- 
thay Pacific, the territory’s main car- 
rier. 

Cathay was particularly unhappy 
with Qantas’ demand for a 2:1 share of 
new services between Hongkong and 
Australia. This seems to go well beyond 
what Cathay would call hubbing, and 
cuts into its prime turf. 

The fastest-growing market for Qan- 
tas has been Japan, where the hubbing 
concept is less relevant. Under chief 
executive John Menadue, a former 
Australian ambassador in Tokyo, 
Qantas has aggressively exploited the 








weakened political standing of Japan 
Airlines (JAL). The carrier has mul- 
tiplied services, overcoming any rem- 
nants of JAL’s former reluctance to 
shift the route from a low-volume, high- 
yield business domain to a mass-tourism 
one. 

Qantas is thus talking to a small 
number of foreign counterparts with 
which it has a similar outlook, com- 
patible information and sales systems, 
and preferably compatible equipment. 
They should also be able to trade traf- 
fic. 

Thus, airlines such as Korean Air, 
Air Lanka, Air Mauritius and so on are 
excluded from Australia — though if 
diplomatic differences in Canberra 
could be beaten down, a trade would be 
possible with Taiwan’s China Airlines. 

Trading deals with other airlines is 
less of a problem than being able to de- 
liver an Australian-origin tourist flow. 


Without reservation: page 74 
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2,500% 


2,000% 
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Qantas is on much trickier ground in 
staking its claim to half the traffic to and 
from Australia. The rapid growth in 
foreign tourism into Australia (from 
930,000 in 1984 to an expected 2.3 mil- 
lion this year and more than 5 mil- 
lion by 2000) has put large demands on 
the airline’s ability to maintain its 
share. 


hen outbound tourism took an en- 
tirely unexpected leap of 30-40% in 
September-October last year, the “Fly- 
ing Kangaroo” was caught on the hop. 
Newspapers were filled with tales of 
tourists stranded in Singapore wait- 
ing to get flights home, of foreign 
businessmen unable to get down to 
clinch deals. Tourism and foreign af- 
fairs officials wondered aloud whether 
Qantas was a national asset or handi- 
cap. 
By chartering two extra B747s and 
scheduling more than 160 supplemen- 















WHERE QANTAS EARNS 
ITS REVENUE 


tary flights around the end of the year, 
Qantas was able to head off pressure to 
step aside and let foreign airlines put 
* more regular services immediate- 
y. 
It argued that the seat shortage was a 
temporary phenomenon, exacerbated 
by block bookings. The airline also ar- 
gued that the real restraint on tourism 
expansion is the hotel-room shortage 
and airport jam at Sydney, which will 
take at least a year or two to ease. 
Qantas has also had to produce sums 
about its net economic benefits to 
Australia. Leslie estimated that Oantas 
contributed about A$4 billion to the 
economy through exports and import 
substitution, employment, local pur- 
chases, tourism spending, dividends and 
charges. In its latest year (to March 
1987), Qantas said it earned A$1.6 bil- 
lion in foreign currency, and contribut- 
ed a net A$444 million surplus to the 
current account. The airline spent 
A$180 million in promoting travel to 
Australia. 
As well as providing the seats, Qan- 


73 





tas feels it has to change its style to 
attract non-Australian passengers. 
Somewhat belatedly, it has just be- 
gun a Japanese-language inflight ma- 
gazine. 

Menadue has scoured Australia for 
Japanese speakers to join cabin crews, 
and wants to recruit 500 more speakers 
of Asian languages over the next three 
years. In a country of equal-opportunity 
rules, Menadue cannot seek the female 
charmers fielded by Asian rivals like 
SIA — but the airline’s “warmth and 
friendliness” apparently does as well or 
better, surveys show. But over-familiar- 
ity is out: an edict went out recently that 
the greeting “G’day mate” could jar on 
many passengers and should not be 
used. A 








Aircraft servicing: bringing jobs and big-spending tourists to Australia. 


Without reservation 


Qantas proposes a Sydney-based computer booking network 


Spek eon systems (CRS) 
are no longer a side-business for air- 
lines; they are emerging as one of the 
most important sources of profit. Qan- 
tas is keenly interested in moves by 
Asian and Pacific airlines to set up their 
own system alongside the four big book- 
ing networks in the US and the two in 
Western Europe. 

In the US, the Sabre CRS owned by 
American Airlines is said to generate a 
third of the operating profit of the pa- 
rent. The ultimate owner of American, 
Bob Crandell, has said that “if I had to, 
I would get rid of the airline before the 
computer-reservation system.” 

As well as generating revenue from 
bookings, the CRS can be an instrument 
of market control. In the US, surveys 
have shown that 90% of reservations 
flow from the first screen display on the 
CRS of alternative flights, and 75% 
from the first line. Until regulators 
applied rules to remove bias from CRS 
displays, airlines fought as hard to get 
prime positions on the video 
screens as they did for the best 
gate positions at airports. Sche- 
duled flight times leap-frogged 
each other forward minute by 
minute, worsening delays on the 
ground. Smaller airlines paid for 
code-sharing rights with larger 
ones. 

Last year Qantas began talk- 
ing with JAL, SIA, Thai and 
Cathay about the new Asia- 
Pacific system, initially code- 
named Fantasia, but now called 
Abacus. From the beginning it 
fought hard to have the CRS lo- 
cated in Sydney, arguing that 
Australia had the software base 
as well as the communications 
networks to support it. Various 
other Australian agencies, in- 
cluding the Federal Department 
of Industry, Technology and 
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Commerce and the Overseas Telecom- 
munications Commission, have backed 
the Qantas bid. 

Industry sources said the Qantas 
push took SIA somewhat off-guard: it 
had assumed the system’s base would 
naturally be placed in Singapore. Win- 
ning Abacus for Singapore now appears 
ta have been given as much, or more, 
national-project status as in Austra- 
lia. 

Such is the intense competition that a 
senior SIA executive is said to have re- 
buked a local representative of IBM (a 
prime candidate to build the system) as 
hostile to Singapore, for having sup- 
plied some particulars to Qantas, and to 
have warned the IBM man his work per- 
mit could be cancelled. 


ies competition appears to have split 
the group. On 7 December SIA, 
Cathay, and Thai announced they were 
forming a joint-venture company to op- 
erate Abacus. The system, to be operat- 


Qantas check-in: challenging Singapore. — 





HAMISH McDONALD 


ing by the end of 1989, would have a 
central-computer complex capable of 
handling 300 messages a second and 
supporting a network of more than 
10,000 terminals. While stating that 
a decision on the supply of the 
base system would be taken by mid- 
January, the announcement did not 
say where it would be located. Cathay 
sources said it would be Singa- 
pore. 

JAL sources said JAL and Qantas 
were still talking about a joint CRS. The 
original group would thus appear to 
have split, but Oantas sources said it 
was still hoped a single *mega-system" 
for the region would be possible. Qan- 
tas is still arguing that Sydney is the best 
base, and said that JAL saw no problem 
in this given the high costs and language 
problems of a Tokyo base. 

Figures issued last year by Cathay 
estimated that by the time Abacus 
reached maturity about 1995, the coun- 
try-by-country division among the core 
group of linked travel agencies would 
be: Japan, 2,000; Australia, 1,800; 
Hongkong, 300; Singapore, 250; Thai- 
land, 200. On this distribution, Qantas 
argues, Sydney has a good claim, 


though the Japanese will 
ultimately decide the ques- 
tion. On their own, the 


combined markets of Singa- 
pore, Hongkong and Thailand 
would not provide the “cri- 
tical mass" for a successful sys- 
tem. 

Supporters of Singapore are 
busily raising the spectre of 
Australian trade unions shut- 
ting down the system during 
strikes if it were based in 
Sydney. The Qantas lobby has 
been painting Singapore as in- 
hospitable to the creative 
software professionals required 
to set up and improve Abacus. 
But Singapore’s capacity to 
muster Asean solidarity, and 
put pressure on the Japanese, 
IS not being underestimated in 
Sydney. — Hamish McDonald 
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ECONOMIC MONITOR 


Debts cloud prospects 


he announcement of substantial de- 

regulatory measures and a margi- 
nally increased budget for fiscal 1988-89 
(beginning on 1 April) helped to round 
off an otherwise uncertain year for In- 
donesia's economy. But concerns about 
the price of oil and the alarming 
size of the foreign debt — now at 
US$43.2 billion — have fuelled worries 
about the immediate future. 

Growth in GDP is expected to reach 
3.2% for 1987 — the same as 1986. 
Much of this, however, can be attri- 
buted to higher energy-export prices. 
The value of oil exports rose by some 
1975 from 1986 to US$6.1 billion in 
1987. 

The government's strategy of promot- 
ing non-oil exports and foreign invest- 
ment yielded encouraging results in the 
latter half of 1987. At end-year, Invest- 
ment Coordinating Board figures 
showed a 77.7% increase in foreign- 
investment commitments, with domes- 
tic investment up 131.9% over 1986. 

The performance of the non-oil 
export sector hit a new high of 
US$872.3 million in September, 
and exceeded 50% of total export 
values for that month. Based on 
a monthly average in excess of 
US$700 million in the latter half of 
1987, National Development Mini- 
ster J. B. Sumarlin expects this 
figure to exceed US$1 billion a 
month by the end of 1988. 

The overall improvement in ex- 
port performance has led to a mark- 
ed improvement in the balance of 
payments. Preliminary figures indi- 
cate a decrease in the current-ac- 
count deficit from US$4.1 billion in 
1986 to US$1.8 billion in 1987. The 
new budget estimates this will fall 
to US$654 million in 1988-89. 


But analysts warn that rosy export 
figures belie long-term uncertainties 
created by the global economic situa- 
tion. High interest rates and protec- 
tionist sentiment, they suggest, do not 
guarantee a free ride for Indonesian ex- 
ports in key European and US markets. 
Meanwhile, the comprehensive 24 De- 
cember deregulation package was gen- 
erally welcomed for its sweeping 
liberalisation of import and export pro- 
cedures. But many key areas to the de- 
veloping manufacturing base, such as 
the plastics industry, remain protected. 

The currency markets calmed down 
considerably after the speculative 
frenzy that caused wildly fluctuating in- 
terest rates in June and July last year. 
By December, foreign reserves stood at 
US$6.5 billion compared to US$5.3 bil- 
lion a year earlier. But bankers see this 
as more the result of measures imposed 
by Bank Indonesia to deter specu- 
lators than a restoration of confidence 
in the rupiah. 


UU EXPORT SURGE 


(US$ million) 
1,600 + 


à Jan. Feb. Mar. Apr. May June July Aug. Sept. Oct. 


1987 


Note: All figures are estimates. 
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Source: Central Bank of Indonesia. 


INDONESIA 


The new year saw the announcement 
of a budget which, despite a 27% nomi- 
nal increase in expenditure, will see 
36% of potential foreign earnings 
(Rps 10.65 billion, or some US$6.4 mil- 
lion) spent on debt service. 

The amount being spent on the debt 
saw the budget branded contractionary 
and highlighted Indonesia’s status as 
one of Asia’s largest debtors. The gov- 
ernment blames the depreciation of the 
US dollar against the yen and other cur- 
rencies (which constitute 60% of In- 
donesia’s debt) for the increasing bur- 
den of debt repayment. Officially the 
depreciation of the US dollar against 
other major currencies increased the 
outstanding foreign debt by US$9.3 bil- 
lion between March 1985 and Septem- 
ber 1987. 

But renewed calls for rescheduling of 
the debt, now estimated at US$35.2 bil- 
lion, plus another US$8 billion in pri- 
vate-sector debt, have been rejected by 
the government. A more likely strategy 
will be for loans to be restructured to 
seek better terms — a move recently 
supported by the World Bank. Despite 
gloomy predictions about possible 
recession and concern over the 
debt, the confidence expressed 
in the government's economic pol- 
icy by the IMF and the World Bank 
will doubtless maintain the coun- 
trys X perceived  credit-worthi- 
ness. 

But an increasing number of In- 
donesian analysts are asking just 
how much longer the country can 
rely on foreign aid to under- 
write the development budget — 
now accounting for 70% of pub- 
lic investment and schéduled to in- 
crease to more than 80% in 1988- 
89. Many are concerned about the 
underdeveloped private sector and 
the weak domestic market. 

— Michael Vatikiotis 





% change % change | Dividend 
Company | Pee | pime fpei Tune [opm e| Comment O 


Maharashtra | Y30June | Rs 126.3m +175 Rs 796.5m +18 
Scooters (US$9.6m) (US$60.8m) 
Y 31 Dec. | P765m' n.a. n.a. 
(US$36.7m) 
+16.6 ¥ 283b nil 

(US$2.2b) (X3) 
Queensland | Y31 Dec. | A$66.7m 
Coal Trust (US$47.4m) 
Rada o H 30 Sept. | NZ$23m +213.7 

(US$15.3m) 
E H 30 Sept. | M$749,000 M$5.9m 
Besi Mines - (US$292,008) (US$2.3m) 


Development 
Bank of the 
Philippines 
Daihatsu 
Motor Co. 


H31 Dec. | ¥2.6b 


(US$20.1m) 


Y = year ended. H = half-year ended. 
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*Net income. 


35% 
(same) 


8.01 Ac 


A$351.9m 
(US$249.9m) 


**US loss of ¥2.6b. TTUS loss M$2.4m. 


Dividend was calculated on doubled capital after a one-for- 
one bonus. 


Bank ahead of end-1989 rehabilitation goals and has 
exceeded all World-Bank set targets. But state-owned bank 
will resume lending slowly. 


No dividend paid because firm changing fiscal year-end 
from 30 June to 31 March. 


Lower US-dollar coal price and stronger Australian 
(12.96 Ac) | currency offset rise in exports. 


nil Result does not include anything from company's 14.9% 
(nil) joint-venture North Broken Hill Holdings. 


30M¢ | Improved results due to higher tin price and resulting 
(nil) increase in production and sales. 
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South Korea 

. SriLanka 
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Taiwan 
Thailand 
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doliar 
franc 
dollar 
rupee 
rupiah 
yen 
dollar 
dollar 
rupee 
peso 
dollar 
won 
rupee 
franc 
NT doliar 
baht 


WestGermany mark 


Brunet 
Burma 


taka 
dollar 
kyat 


0.570 
1.260 
5.722 
7.775 
15.00 
1,550.00 
129.00 
2.572 
1.474 
17.60 
20.25 
2.012 
740.00 
26.00 
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28.88 
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134.95 
2.497 


1.595 
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799.00 
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29.84 
25.44 
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Communist 


countries 


China 


US$ -Rmb 3.722 


Macau pataca 8.00 
Nepai rupee 22.00 


Papua N.G. kina 0.875 


a SDR1--US$1.3595, ECU1 = US$1.2169, 
= M$1.2768, £1 = HK$13. 6851, 

= died forward: Japan ¥128 22, 

Hongkong HK$7.711, Singapore S$2. 003, 


HK$=Rmb 0.479 
Soviet Union 

US$= Rouble 0.6027 
Laos 

US$ = New Kip 350.00 
Vietnam 

US$= Dong 368.00 


Australia 
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Hongkong 
indonesia 


. | Japan 
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South Korea 


Taiwan 
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US 


US$ 
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Yen 


Swiss Fr. 


13.75 
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5.25 

22.00 

*5.70 

73.375 
7.25 

16.95 

11.125 
5.25 

11.50 
5.75 

11.50 
8.75 


11.44 


n.a. 
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13.459 
3.00 
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4.50 
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s 
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3.25 
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| Source: Telerate for spot and forward rates from Asian money markets, Republic Na- f- | 
tional Bank of New York for banknote selling rates on the Hongkong market E 
and Deak international Ltd for official rates. 
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London 


Tokyo 
London 


(3) US$ an oz 
(8) US$a tonne. (9)MCta kg 


COMMODITIES 


3) 
(4) 


) 


(2) 
(4) 


(9) 


(5) 


(4) 


10) 


(6) 


(7) 


ai 


443.45 


95.40 
85.90 


1,145.00 


1,067.50 
17.15 


62.54 
63.30 


281.00 
282.00 


1,065.00 
1,061.00 


8.79 
8.83 


965.00 


332.60 
333.20 


201.20 
207.00 


310.00 


608.40 
617.60 


1,062.00 
1,082.00 


) 1 


au 
(11) 


(4) USt alb 


1,235.00 
1,259.00 


17.10 
16.05 


(5) M$ atonne 
(10) 5$ a 100 kg 


Last safe to 8 Feb. 


3months 
ago 


452.75 463.25 


95.75 98.10 


1,120.00 949.00 


closed 17.39 


61.65 67.25 


closed 258.00 
closed 783.00 


9.64 


196.60 


300.00 


609.40 
1,079.00 
1,210.00 


17.10 
16.05 


(6) US« a 60 ib bushel 


406.50 


60.90 


802.50 


17.06 


55.96 


214.00 


842.50 


T. 2 


1,077.50 


285.00 


153.75 


205.00 


492.50 


1,360.00 


1,528.00 


17.70 
18.10 


(11)US$ abarrel Source: Telerate, Reuter. 


t offered rate 


International 


Dm: 


Domestic 
international 


AS : 
Domestic 


international 


C$: 


Domestic 
International 


£: 


Domestic 
internationai 


NZ$: 


Domestic 
International 


SFr: 


3-S yearst | 
7-10 yearst . 


10 years t 
3-5 yearst 
7-10 years? 


3-5 years" 
10 years. 
3-5 yearst 
7-10 years t 


3 years t 


iOyearst | 12. 


3-S yearst 
7-10 yearst 


3 years *. 


3-5 years? 
7-10 yearst 


3 years t 

10 years t 
3-5 yearst 
7-10yearst 


3-Syearst | 1 
7-10yearst | 
3years* | 


7-10 years t 


3-5 yearst 
7-10 yearst 


. 3-5 yearst 


7-10 yearst 


L 2 


11.01563 - 


9.4375 

2.75 
n.a. 

4.1875 


$50 


16.55 

10.25 — 
3.00 - 
4.30 
7.50 
6.8125 


Source: Telerate. 


11.5625 - 
9.5625 
3.50 

n.a. 
4.1875 


3.70 
16.15 


[| 1025 
. 8.1875 


4.30 


6.875 


‘Source: Telerate, Vickers da Costa & Co. | 
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| 
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Weighted for 1985 trade with the countries shown plus the US and Canada and 14 European countries. Figures are for the week ended 6 Feb. 
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^ `~ S.Korea .: 


ee 
Hongkong New Zealand 


—E—— d 
Taiwan 


Malaysia 


75 wmr a 
Thailan 


New Zealand 65 


- 
TE e o oc LL uus sua 


„ote 55 


45 
Hongkong ee 


OPE ES SYR IP DUREE Philippines 


1984 1985 1986 1987 1988 
(end year) 


Singapore guo ^S | 


Malaysia 


es5ggagsscsH 


e 
Wok E 5 J F 271—595 F 
1988 1987 1988 1987 1988 


(end year) (end month) (weekly values) (end month) (weekly values) 


Source: UBS-Phillips & Drew. 








ECONOMIC INDICATORS — SELECTED ASIAN COUNTRIES 
KO VR amu We C MERGER CR UN cnm 
Economic Growth % (real) (1) 
1988 3 7-7.5 15 8 3545 


International Reserves (5) 
Latest $ US$14.95b US$5.76b N US$77.64b 
(Sept.) (Aug.) i (Nov.) 
Year earlier US$11.30b US$5.96b . US$42.03b 


Trade Balance (total merchandise) 


Latest 3 months 


Previous 3 months 
Year earlier 
Exports (7) 
Latest 3 months 
% change previous 3 months 
% change year earlier 
Imports (8) 
Latest 3 months 
% change previous 3 months 
% change year earlier 


Consumer Prices 
Base July 80-June 81=100 
Latest 3 months index average 172.9 
(Oct.-Dec.) 


% change previous 3 months +1.7 
% change year earlier +7.1 


Money Supply (3) 
Latest 


A$125.23b(10) 
(Dec.) 


% change previous month 
% change year earlier 


Economic Growth % (real) (1) 
1987 


1988 


International Reserves (5) 
Latest M v 
Year earlier US$5.5 
Trade Balance (total merchandise) 


Latest 3 months 4 US$0.59b(4) 


Aug.-Oct. 
V USSo 43b 
4 US$0.36b 


Previous 3 months 

Year earlier 
Exports (7) 

Latest 3 months US$4.0b(4) 

% change previous 3 months +17.3 

% change year earlier +34.3 
Imports (8) 

Latest 3 months 

% change previous 3 months 

% change year earlier 
Consumer Prices 

Base 


US$3.4b(4) 


Latest 3 months index average 


% change previous 3 months 

% change year earlier 
Money Supply (3) 

Latest 


% change previous month 
% change year earlier 


(1) Official and other estimates of GDP (GNP in Japan) (2) Consumer Price Index A 
(5) IMF definition of reserves minus gold except for Singapore (6) Customs basis 
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—US$0.37b 
(June-Aug.) 
—US$1.27b 
—US$2.70b 


US$9.93b 
+11.2 
+22.2 


US$10.3b 
+1.0 
—4.5 


107.73 
(May-July) 
+1.7 
+3.5 


Rmb 594.12b 


US$0.78b 


(Nov.) 
US$1.23b 


—US$0.23b 
(Sept.-Nov.) 
—US$0.21b 


(3) M2 or currency plus bank deposits 
(7) fob 


June 82-May 83=100 


—US$1.24b 
(July-Sept.) 
—US$1.03b 


US$13.82b 
+3.4 
+30.2 


US$13.82b 
+10.0 
+32.2 


112.0 
(Oct.-Dec.) 
+1.6 
+6.7 


HK$310.91b 
(Dec.) 


7-9 


US$13.72b US$4.49b 


(July) (Nov.) 
US$12.75b US$3.69b 


- US$2.55b(6) 


Oct.-Dec.) 


US$13.80b(6) 


+11.6 
+37.5 


US$11.25b(6) 
-5.3 
+40.5 


1980=100 
103.16 
(July-Sept.) 
+0.6 


(9) Excluding petroleum products 


+US$1.61b(9) 


July-Sept. 
rea 
+US$0.73b 
US$4.75b(9) 
+19.3 
+44.6 


(4) Peninsular Malaysia only 





+US$20.15b(6) 
(Oct.-Dec.) 


US$42.70b(6) 
+11.7 
+34.3 


1985= 100 





1976=100 
204.5 

(Aug.-Oct.) 
+1.2 
+2.8 


Baht 795b 
(Dec.) 
+1.6 
+17.5 


Sonus ee 


Investor interest wanes 


MOST Asian markets lost ground in generally light trading in the period to 8 Feb. Only Taipei performed 
strongly. New Zealand led losers as a deepening cabinet rift undermined confidence. 


TAIPEI: Prices surged forward as 
strong buying interest continued. The 
resence of institutional buyers 
uoyed investor confidence. Volume 
on 8 Feb. was the highest for four 
months, but average daily turnover 
was down slightly at NT$15.4b 
(US$538m). Shihlin Piper rose 1796 to 
NT$93. Taiwan Cement closed 13% 
higher at NT$78. 


NEW ZEALAND: A deepening cabinet 
rift over taxation plans unsettled the 
market, which slipped 85 points to a 
post-crash low of 1742.1 before bar- 
gain-hunting prompted a weak revival. 
Brierley ended the period down 5 NZ 
cents (3 US cents) at NZ$1.28. 
Fletcher Challenge fell 8 NZ cents to 
NZ$4.12. Volume for the period was 
35.37m shares, worth NZ$38.24m. 


AUSTRALIA: The market weakened 
for much of the period amid a sharp 
drop in gold prices. The All-Ordinaries 
Index is now just 50 points above its 
ost-October crash low. Most of the 
alls were in the resources sector. BHP 
announced the first of its planned asset 
sales — a 61% stake in Rheem Aus- 
tralia. A total of 404m shares, worth 
A$484m (US$343.8m) was traded. 


TOKYO: The rise in share prices 
slowed, though they ended the period a 
shade higher. Electronics firms, truck 
makers and securities houses all saw 
buying interest. But there was little 
fresh impetus to move the market as a 
whole. Citizen Watch slid ¥23 (18 US 
cents) to ¥595 and Nomura fell ¥50 to 
¥3,200. Volume was 464.5m shares a 
day, worth ¥482.1b. 


HONGKONG: Shares fell amid selling 
by foreign institutions and a lack of 
buying support from local investors. 
Brokers attributed the market’s weak- 
ness to the unclear US economic out- 
look. Newly listed Hongkong Tele- 
communications dropped sharply to 
HK$6.85 (88 US cents). Sino Land was 
actively traded. Turnover fell to 1.04b 
shares, worth HK$2.47b. 


MANILA: Mining shares ended mostly 
lower in dull trading. But the Manila 
Composite Index ended the period 
with a gain of 3.2. Average daily turn- 
over reached P73.9m (US$3.5m), 
down 36.4%, on 931.09m shares, up 
2.8%. Mining stocks accounted for 
48% of the volume. PLDT rose 3.5% 
to P149 while San Miguel-B increased 
3.8% to P.135. 
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SINGAPORE: The US withdrawal of 
Singapore's GSP privileges over- 
shadowed the market. Brokers believe 
the next upturn will not occur until 
after Chinese New Year. A few coun- 
ters were heavily traded. DBS Land 
lost 3 S cents (1 US cent) to 90 S cents 
and City Development fell 23 S cents 
to S$2.36. Volume averaged 19.2m 
shares valued at S$35.8m. 


KUALA LUMPUR: It was a lacklustre 
week with poor volume as buyers 
sought fresh leads. The High Court de- 
cision declaring the United Malays Na- 
tional Party unlawful provided the 
catalyst for fresh selling but little panic 
was detected. MISC lost 60 M cents (23 
US cents) to M$5.10. Consplant shed 
12 M cents to M$2.64. Volume aver- 
aged 12.5m shares, worth M$19m. 


BANGKOK: Investors remained cauti- 
ous in the wake of the rise in interbank 
lending rates. But the announcement 
of two more overseas funds did give a 
small boost to the market. Volume and 
turnover remained low. But dividend- 
chasers helped push Sunshine, the 
local Sony distributor, up Baht 23 (91 
US cents) to Baht 140 and Strongpack 
up Baht 46 to Baht 296. 


BOMBAY: Institutional buying late in 
the period helped support the market. 
This eased in the absence of follow-up 
investor support. Blue chips finished 
lower with the biggest losers being 
Bajaj Auto, down Rs 26.25 (US$2) to 
Rs 435, and Tata Steel, which fell Rs 
11.25 to Rs 606.25. Century Enka rose 
Rs ‘3 to Rs 1,250 against the market 
trend. 


SEOUL: Prices slipped for most of the 
period but a rally on Monday allowed 
the index to regain lost ground. Institu- 
tions were heavy sellers. Construction 
shares, which rose 16.9%, and banks, 
which gained 7.4%, led the market. 
Hyundai Construction gained 28.3% 
and Dong-A Construction advanced 
18%. Volume was 14.5m shares a 
day, worth Won 269.3b (US$345.3m). 


NEW YORK: Stocks eased in dull, fea- 
tureless trading as investors remained 
on the sidelines awaiting the outcome 
of the 9 Feb. meeting of the Federal 
Reserve’s policymaking arm. A weak- 
ness in the bond market also unsettled 
traders. Turnover totalled 918.83m 
shares. The Morgan Stanley Capital 
International Index closed on 5 Feb. at 
410.9, down 6.3 points. 
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No foreign market can be tapped from afar. 


Without actually being on the scene, 
ot even the astute observer of distant 
iarkets can always differentiate between 
ause and effect. In-depth insights into 
1arket dynamics evolve only from an active 
n-site presence. 

Thatis why DG BANK maintains its own 
ranches in the world's key business cen- 
S. The benefit for our partners: timely 
itellilgence on new developments, en- 
bling you to judiciously avert risks and 
apitalize on opportunities. 


Let's start at the heart. 


Together you and we explore trade 
prospects, analyze your product's sales 
potential. We establish the vital contacts for 
you, and provide access to attractive new 
sources of capital. 

Our presence in the Far East 
DG BANK Hong Kong Branch, Hong Kong; 
DG CAPITAL Company Ltd, Hong Kong; 
DG BANK Singapore Branch, Singapore; 
DG BANK - GZB (Asia) Ltd, Singapore; 
DG SECURITIES Tokyo Branch of DG BANK, 
Tokyo; DG BANK Tokyo Representative 


DG BANK @ 


Office, Tokyo; European-Asian Trade Ser- 
vice Company Ltd, Tokyo; Rakyat First 
Merchant Bankers Berhad, Kuala Lumpur. 

Head Office: DG BANK Frankfurt, P.O. 
Box 1006 51, D-6000 Frankfurt am Main 1, 
Telephone: (69) 7447-01, Telex: 412291, 
Telefax: (69) 74 47-16 85/16 88. 

Further offices in: New York, Los Ange- 
les, Atlanta, Rio de Janeiro, London, 
Luxembourg, Zurich, Geneva, Budapest. 


The broadly based Bank. 














"nd pend wich weiten you meet . p 


We'd like to introduce a new weekly newsletter titled “ASIAN MARKETS MONITOR”, 

| intended for serious investors whether an individual or institution. AMM will provide 

| a eS you with timely, reliable news and information you need to invest confidently with 
Eri ed : | the greater chance of success. 


Concise Coverage of Asia’s Markets 

Every week AMM will provide concise, comprehensive coverage and analysis of 
Asia’s fast paced markets. Just the kind of timely information you must have regu- 
larly to assess your current portfolio and make informed, accurate decisions on new 
investments. 


AMM Helps Eliminate The Uncertainty 


While the AMM can't guarantee you success and profit, it can and will help you im- 
measurably to eliminate much of the risk and uncertainty you would otherwise be 
exposed to. In short, you will be better prepared to make more targeted and i in- 
formed investment decisions both now and in the future. - 





À Heritage Second to None 


The AMM is prepared and brought to you by the publishers of the Far Eastern Economic Review, for over forty years the rec- 


ognised authority on Asia's political, economic and financial affairs. All the insight and experience of our Company: stands be- 
hind the AMM, making it, from the start, a highly authoritative and independent source of mar et inf 


j nformation.. 
A Compulsory Investment 


At an annual subscription price of only US$599 the AMM is no doubt the least costly ma, you will ike this year. It will 
also certainly prove to be the most vital and useful. Don’t make any decisions on your investments in Asia before you read 
what this report has to say. 


Unqualified Money Back Guarantee 


If for any reason after you've received AMM you wish to cancel your order you may do so at any time and receive a full refund 
of the unused portion of your payment. 


Order Now 


Order now while you’re thinking about it and begin receiving the kind of vital information you want and need about the HONG 
KONG, SINGAPORE, MALAYSIAN, PHILIPPINE, TAIWANESE, THAI, AND KOREAN stockmarkets. 


To: Publications Div., Dept. AMM, Review Publishing Company, Ltd., - 
GPO Box 160, Hong Kong. 











Each issue of AMM 
will deliver... 


Ci Yes! Please enter my order to Asian Markets Monitor immediately so that | can begin to benefit from 
the investment intelligence ! will receive each week. | prefer 


@ Highlights of market trends C] 26issues — US$327.00/£198/HK$2,550 
C 52 issues — US$599.00/£363/HK$4,670 


e Detailed market commentary g You may forward payment in equivalent local currency 
Objecti ie reports on sectoral | Lj fenclose_ in payment thereof (cheque payable to Review Publishing Company Ltd.) 
dev ` fiie e ae i Or, please charge my credit card {tick one): 

relopments reasons MEE [J AmericanExpress (2 DinersClub O MasterCard (3 Visa 
behind them I 


Exp. Date 
Highlights of the results of 
significant large and medium 


Card No. 





(please print in block letters) 
Name ERR ERR ce cre TR on LN 
Address 


sized companies 


informed analysis and opinion Tet 


and much, much more. Type of Business 


m R0218AMM 
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| Individual copies available at Publications Division, 4/F, Centre Point, 181-185 Gloucester Road, Wanchai, Hong Kong. 
Review Publishing Co. Ltd. is wholly owned subsidiary of Dow Jones & Co. Inc. 
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[= [M] [] [83 


EMIB is an MBA program which offers vou: 
è à twelve-month full-time intensive program in International Business, 


EMIB gives you the unique opportunity to: 
e work with a highly qualified faculty drawn from all over Europe 
€ be part of a multinational team of participants 
e view Europe as a single marketing entity 
e use your managerial skills for an in-depth analysis of a business issue 
(the European Project). 


EMIB is designed for managers: 
@ who already have a university degree and at least three years 
of business experience. 


The EAP-EMIB Program is accredited by the C.G.E. (Conférence des 
Grandes Ecoles), an organisation of the lea ading French graduate schools 
in Engineering and Business, 


For further information, contact : EMIB Admission Office 
EAP - École Européenne des Affaires 

108, Boulevard Malesherbes, 75017 PARIS 

Tél. : 4754.65.00 (ext. 6494) or 47.54.65.78 

Télex : EAPFRAN 640611F - Téléfax ; 42. 67.4619 


PARIS - OXFORD - BERLIN - MADRID 





£ ondon Apartments For Sale 
Hyde Park Sq. W2 
Lu acious flats withi ment 

of the West End ready this Spring From £320,000 


Subject to contract. 
Hampton & Sons 


[7 777] PRST PORC DAVIES 
Y í 
| PROPERTIES LIMITED & Arlington Street, Landen SWIA 18B 
‘Teles: 2834E Tel. 01-91-8222 


m. "hcl HONG KONG Tel: 5-254418 
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COPYRIGHT REPRINTS 


The combined efforts of the Far Eastern Economic Review's large and 
E highly skilled editorial team have made it the premier source of informa- 
: ton for those who do business, or have an interest, in or with Asia. 


-AS a testimony to the publication's editorial quali ty, many Review articles 
have, over the years, been reprinted in newspapers, magazines, educa- 
tional textbooks, newsletters etc throughout the world. 


Should you as an editor, publisher or on behalf of an organisation, educa- 
tional establishment etc wish to enquire about our reprint and copyright 
charges, please address your correspondence to: 
Managing Director 

Review Publishing Company Limited 

GPO Box 160, Hong Kong 

Tel: 5-293123 Fax: 5-8656197 Telex: 82804 REVMD HX 


We. welcome. enquiries from all interested parties and assure you of our 
prompt, individual. attention. 
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tions, mass communications andinfon nal 
plus detailed analysis of sectors or issues o 
own choice. It can be taken full-time ove 
part-time over two years. The Course is int 


nary and includes teaching on: 


COMMUNICATIONS AND TECHNOLOGY 


POLITICAL & ECONOMIC ANALYSIS OF COMMUNICATIONS POLICY E p 
RESEARCH METHODS FOR COMMUNICATIONS POLICY =| 
INTERNATIONAL & BRITISH & AMERICAN COMMUNICATIONS POLICY 2 | S 
JAPAN AND THE PACIFIC BASIN — INFORMATION AND COMMUNICATIONS | 
DEVELOPMENT ECONOMICS AND COMMUNICATIONS 


Facilities for research leading lo MPhil- | and PhD 


degrees are available. 


Further details and application forms from: 

Secretary: Communications Policy Centre, Department 
of Social Science and Humanities, City University, 
Northampton Square, London EC1V OHB, 01-253 


4399, ext. 4505. 
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Kowloon, Hong Kong. 


Readers 
are 
recommended 


to make appropriate enquiries and 
take appropriate advice before 
sending any money, incurring any 
expense or entering into a binding 
commitment in relation to an ad- 
vertisement. The Far Eastern Eco- 
nomic Heview shall not be liable to 
any person for loss or damage in- 
curred or suffered as a result of 
his/her accepting or offering to 
accept an invitation contained in 
any advertisement published in the 
Review. 





PACIFIC CENTRE — HONG KONG 
The Ist Business Centre on Kowloon side — can offer you a bright, 
new, attractive office in a prestigious location in Tsim Sha Tsui. We also 
supply Rent-a-Desk, Instant Companies, Address Services, Sec facilities, 
Accounting, Filing, Telex, Fax and, in fact, all Business Services, 

9th & 10th/F, Bank of America Bldg., 


Telex: 56443 WATC HX/33412 PCFCT HX Fax: 3-7239005/3-7305907 Z 
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1 Kowloon Park Drive, TST., 
Tek 3-7210880 
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THE 7 
DIPLOMAT HOTEL 


2 CHESHAM STREET 
BELGRAVIA 
LONDON SW1X 8 DT 
TEL: 01-235 1544 * 
TELEX: 941 3498 EXECUTG | 
FAX: 259-6153 
Single: £42.50 + VAT 
Double/Twin: £58.50 + VAT 
All rooms with private facilities, col- 
our television, direct dial telephone, 
hairdryers, coffee and tea makers. 
Substantial breakfast served in. 
bedrooms. 



















LETTER FROM THE GRAND BALIEM- 


T: man walking up the rocky moun- 
tain path suddenly stood motion- 
less and peered intently into the dense 
forest brush beside him. His lean body, 
naked but for a koteka (penis-gourd) 
and a few ornaments, tensed in a cauti- 
ous crouch as he felt for a suitable stone 
at his feet. 

Finding one, he launched it with a 
sharp cry towards a well-camouflaged 
quarry. The flapping of wings, rustling 
of leaves, and smile and shrug from the 
hunter showed the bird had made good 
its escape. 

Another man, dressed in tattered 
shorts and T-shirt, picked up a stick and 
pointed it at the forest. “Bang!” he 
laughed. *Bang, bang, baik (good)!" 

he Dani people living in and 
around Irian Jaya's Grand Baliem 
Valley were three decades ago in 
the Stone Age. Many remain not far 
from it, though steel axes, hoes, and 
knives make their lives as small garden 
farmers much easier. A few now hunt 
with air rifles. Some have enthusiasti- 
cally joined the market and cash 
economy, and a sprinkling serve in the 
Indonesian police, army or civil 
bureaucracy. 

The face of the Grand Baliem is 
changing at a rapid and accelerating 
pace. Outside it, the existence of the 
Dani was quite unknown until an 
American explorer-naturalist chanced 
upon the broad, lush valley a half cen- 
tury ago. It was then part of the farthest- 
flung province of the Dutch East Indies, 
but the colonisers from the Netherlands 
showed scant interest in an area then, as 
now, accessible only by aircraft. 

With Dutch permission, it was 
American missionaries who first 
brought the mixed blessings of modern 
civilisation to the Baliem after World 
War II. By the mid-1950s, vigorous 
attempts to convert the Dani and 
other tribes of the interior were under 
way. 

Landing in the mile-high Baliem 
Valley after an hour’s flight from the 
steamy coastal city of Jayapura, Irian 
Jaya’s largest, is akin to arriving in a dif- 
ferent world. With police and soldiers 
scrutinising passports and special per- 
mits required of visitors and searching 
luggage, it is at least like entering a dif- 
ferent country. 

Men wearing only koteka and bare- 
breasted women in grass skirts rub 
shoulders with smartly uniformed In- 
donesian soldiers, policemen and offi- 
cials. Foreigners leaving the terminal 
are quickly accosted by tribesmen eager 
to sell wooden-handled stone hoes. AI- 
though not in use since the Iron Age, a 
few are still fashioned for the tourist 
trade. 

Wamena township sprawls away 
from the airport, where a siren sounds 
to remind people strolling along the 
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runway that aircraft taking off and land- 
ing have right of way. It is an Indonesian 
town transplanted to very alien envi- 
rons, replete with reckless drivers, 
numerous warungs (food stalls), and 
mosques from which loudspeakers blare 
the muzzeins’ call to prayers. 

The market is well-stocked with air- 
freighted consumer goods and local 
chickens, fish, fruits and vegetables. It 
serves the growing colony of bureau- 
crats, teachers and security forces who 
are introducing modern development 
— and consolidating Jakarta's control 
— in the Grand Baliem. Like nearly all 
the government employees, merchants 
in Wamena are from outside Irian Jaya. 
Tribespeople who flock to the market, 
some walking days over difficult terrain 
to offer their produce and buy, or gape 
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Roasting a pig during a village feast. 





at, sundry goods on display in shops and 
stalls, participate only at the lowest 
rungs of economic activity. 


hange in the Baliem has been 

an uneven and sometimes hotly dis- 
puted process. The Dani, like other 
Irianese, are Melanesian. They have no 
racial or cultural link to Malay-blood 
Indonesians. The only demonstrable 
link is the quirk of colonial history 
which grouped the western half of the 
island of New Guinea in the Dutch 
East Indies. And with the evangelical 
work of Protestant and Catholic mis- 
sionaries, nearly all the Irianese who 
have abandoned animist beliefs em- 
brace some variant of Christianity. In 
a society which largely measures a 
man's wealth by the number of pigs 
he possesses, becoming a good Muslim 
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A REPUBLIK INDONESIA 





would prove most difficult, anyway. 

Rebellion has flared and simmered 
since Indonesia took control of Irian 
Jaya in 1963. A decade ago, Indonesian 
paratroops crushed a highlands uprising 
led in part by the Free Papua Move- 
ment. Sporadic guerilla forays still trou- 
ble the government in some areas, and 
several of the most sensitive zones are 
barred to foreign visitors. 

Irianese present a litany of com- 
laints: job discrimination, military 
rutality, usurpation of lands given over 

to transmigrants from Java. Critics also 
contend development schemes are 
pushed through without regard to tradi- 
tional cultures. Government officials 
dismiss such charges: “Our policy with 
regard to tribal people is to help move 
them into the 20th century,” says a 
senior minister, “not to keep them 
in a zoo as remnants of the Stone 
Age.” 

A few pockets of truly Stone-Age 
people still exist. Others are likely as yet 
undiscovered in the most remote re- 
cesses of Irian Jaya’s vast mountain 
ranges, swamps and jungles. But even 
at villages several days’ tough trekking 
from Wamena, schools and clinics oper- 
ated by the Indonesian Government 
and missionaries are well-established 
and most welcome. 

At one village, the visit of a Javanese 
doctor and local health workers was 
greeted by a gathering of more than a 
thousand people and feasting which in- 
cluded the slaughter of 10 pigs valued at 
more than US$500. Aspirin, antibiotics, 
anti-malarial drugs, and various birth- 
control methods were eagerly ac- 
cepted. 

All this is far cry from the incessant 
tribal warfare, ritual killings of sus- 
pected witches and cannibalism preva- 
lent only 25 years ago. In 1968, an 
American and an Austrian missionary 
fell victim to hostile tribesmen just 
south of the Baliem. They wanted to 
discover, another missionary says, 
whether the Whites “were really spirits 
or men, and the best way they could 
think of doing it was to kill them and eat 
them.” 

Most Baliem natives now realise 
that outsiders can offer far more 
than just a good meal. Whether they 
will find the myriad changes so radically 
altering their lives ultimately more satis- 
fying, only time will tell. 


— Tom Lansner 
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The new Advanced Turboprop (ATP) airliner 
now entering service. 


.146 QT freighter, the world’s quietest jetliner. 


JUST SOME OF 
OUR PRODUCTS... 


British Aerospace today designs and 
builds more types of civil and military 
aircraft, missile systems, defence weapons 
and space systems, and has more collab- 
orative agreements with more countries than 


any other company in the world. 


BRITISH AEROSPACE 
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LETTERS `. 


Witness to a riot 


Let's set the record straight. David Kel- 
logg [LETTERS, 26 Nov. '87] accused 
travellers in Tibet who "participated" 
in the recent demonstrations of 
thoughtlessness, anti-Chinese racism, 
bigotry, fanaticism, patronisation, and, 
ultimately, “risking the lives of large 
numbers of Tibetan women and child- 
ren." I am one of those travellers. In 
fact, my friend Blake Kerr and I became 
the most notorious of the foreigners fol- 
lowing our arrest and expulsion from 
China. 

Kellogg has succeeded in denounc- 
ing "outside agitators" more vehe- 
mently than the Chinese themselves 
did. He has, apparently, swallowed the 
Chinese version of the demonstrations 
without the slightest scepticism. In real- 
ity, the participation in the demonstra- 
tions by foreigners, with few excep- 
tions, was limited to taking photo- 


graphs, providing medical assistance | 


and getting our film and written ac- 
counts of the events to the foreign press. 
Possibly Kellogg believes that the West 
should not see, nor hear about such dis- 
turbances. 

It must have been through a trick of 
logic that Kellogg arrived at the conclu- 


sion that foreigners risked the lives of | 


Tibetans during the riot. On the con- 
trary, we risked our own lives to docu- 
ment a historic event because at the 
time, there was not a single news report- 
er in Lhasa. We believe it is likely that 


the Chinese would have killed many | 


more Tibetans if foreign observers had 
not been present. 
Finally, it is absurd to suggest that 


women or children were used by the || 
demonstrators in any way. I was there. I | 


witnessed an emotionally charged out- 


pouring of anger by men, women and || 
children. Adults and parents were try- 

ing to get their children home. Yes, one | 
time a child ran and grabbed a AK-47 || 
that was lying on the ground where a || 
policeman had dropped it. The gun was || 


immediately smashed by the Tibetans 
even though the Chinese saw fit to fire 
indiscriminately into an unarmed 
crowd. 

When Kellogg calls the exiled Dalai 
Lama “a kind of super-Khomeini who 





longs for the days when every pebble | pee 


and tree in Tibet is his personal prop- 
erty," it is at best entertaining and at 
worst an unspeakable insult to a widely 


respected world leader. If nothing | 


more, it simply reveals an absolute ig- 


norance about the man and the office of | 


the Dalai Lama. The Dalai Lama is a 
true Gandhian leader who has, in fact, 
caused dissension among Tibetans by 
his unwavering belief in non-violence. 
It is also apparent that the Dalai 
Lama believes in democracy and pro- 

ressive reform to anyone who takes 
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“IBM reduces our management headaches.” 


— Vongvuthi Vuthinantha Managing Director. 


Thai-German Ceramic Industry Co., Ltd., Bangkok, Thailand 



















Company, Ltd., manufactures 540,000 “IBM understands t 
Square mees of floor and wall tile every needs of business. Th 
month — enough to tile a one-metre-wide Ao WEE X 
path from Bangkok to Chiang Mai. A work closely with us. 
few years ago it would have taken them | TRO 
five months to produce that much. By the 
end of 1988, it will take just over two 
weeks. 


production. TGCI now gets inventor 
reports in one hour — it used to tal 
E days. And better control is allowin 
‘IB M has made HS - faster than before. | 
estimate sales now ey re un f or ine. 
instead of ‘guestimate.’ ” — term. IBM is not just 








TGCF's sharp increase in production and then not give you. CENE OSE a 
volume is the result of major factory eee a EM 

expansion designed to meet growing | RM 
demand. Its ability to streamline 

management and improve efficiency in TGCT's business plan calls for 

the face of such rapid growth is the result quadrupling sales within the next two 
of its partnership with IBM. | years. Its automation plan calls for 
D increasing MAPICS use and creating a 

- [BM helped TGCI anticipate the | computer network to link its factory with 
-. problems of expansion and | the head office. Working with IBM, 
recommended MAPICS, a system of TGCI has become one of Thailand's 

` software applications designed for leaders in computerisation. It may never 
manufacturers. With specialised training build a path to Chiang Mai, but its 
3 from IBM, TGCI managers are using building a business that’s ready to go the 
~ MAPICS to control inventory and distance. 





We're not in the computer business = — 
We're in the results business === 





the time to read his speeches and books. 

I agree with Kellogg on one point. 
Practically every single foreigner who 
visits Tibet comes away with a feeling of 
sympathy for the Tibetan people. I do 
not ascribe this to “patronisation” nor 
to racism against the Chinese. Many 
budget travellers, including myself, visit 
China because we support the Chinese 
system and believe there is much to 
learn from it. The foreigners involved in 
the demonstrations were motivated by 
concerns for freedom of speech, human 
rights, the economic, cultural, and spiri- 
tual survival of the Tibetan people and 
the right of self-determination for the 
Tibetan nation. 

China works as a nation. But it will 
never become the great nation that it 
could be until it is willing to respect fun- 
damental human rights of all of its in- 
habitants. 


Washington John Ackerly 


Contented students 


Of the two news reports on Burma that 
appeared in the 3 December 1987 issue, 
one was shocking and the other amus- 
ing. 
The mischievous report was a BRIEF- 
ING item which said: “More student un- 
rest has occurred in Burma and all uni- 
versities and colleges are to be closed 
‘indefinitely,’ say Burmese sources in 


Bangkok . . . The students have been 
told that schools will not open for 
another term once the current exams 
are over in December, the sources 
said.” 

The report was signed by Bertil Lint- 
ner. 
It was not filed by the REVIEW’s 
Rangoon correspondent who, accord- 
ing to the REVIEW’s masthead, is M. C. 
Tun. Nor is Lintner's name found any- 
where else in the list of the magazine's 
staff given in the same masthead. Who 
is he? And who are his Burmese sources 
in Bangkok? They are not identifiable, 
and this news is shockingly false. 

University and college students have. 
peacefully and diligently taken their ter- 
minal examinations and have happily 
gone home to their parents. Nobody 
told them that schools would not open 
for another term. 

University and college teachers are 
now working day and night examin- 
ing answer papers to be able to an- 
nounce results at the usual time and 
reopen the schools as usual. Students 
are now anxiously awaiting a successful 
sequel to one term of studies in which 
they have exerted their best efforts 
and invested a lot of their own and 
the state's monies. Many of them are 
working voluntarily on public projects 
and some of them are preparing to go 
to special resort camps for outstand- 


ing students provided by the state. 

Biased exaggeration of some un- 
favourable aspects in news reports relat- 
ing to Third World countries are deplor- 
able though they have become a usual 
practice with some international maga- 
zines. But to concoct a whole story 
out of nothing is blatantly false and mis- 
chievous. 

The amusing report was an INTELLI- 
GENCE item, which said that a delega- 
tion of Burmese army officers, on a visit 
to Thailand, was refused permission to 
inspect an experimental rice farm be- 
cause Burma was regarded as a com- 
petitor. 

This report is not signed and con- 
sidering the poor credibility of the 
REVIEW, it can not be readily accepted 
as a true report. Should it, however, 
happen to be true, itis an amusing story. 

Burma is an honest nation and Bur- 
mans are honest people. We are a 
friendly neighbour of all adjoining 
states including Thailand. We are en- 
deavouring to build a new society in our 
country where national wealth is equita- 
bly distributed among our people. Our 
method of building such a society is by 
the sweat of our brow, through the hon- 
est toilings of our farmers, workers, ar- 
tists, scientists and intellectuals, all 
gathered together under the flag of our 
party. In the conduct of our interna- 
tional relations we belong to no blocs, 
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wise. 

We gear our production plans to the 
might that our own Devers are capable 
of putting forth and not to any other 
means. In trade, as is in production, we 
deal fairly and squarely. We pose no 
threat politically or economically to 
anybody in the world, now or in the long 
term. | 

Of course, the Thais have every right 
to keep their new, successful production 
techniques to themselves. They are ab- 
solutely welcome to any success they 
might have scored through their own ef- 
forts. We are glad if they have dis- 
. covered new methods for making their 
much exploited farmers prosper. We 
. have only the true Buddhist goodwill to- 
- wards them and will rejoice when they 
. are prosperous. We have absolutely no 
 grudge against Thai farmers nor against 
the Thai business community. 

What is more amusing is the 
REVIEW's apparent belief that its re- 
porting of such an insignificant matter 
would create misunderstanding be- 
tween Thailand and Burma. The 
REVIEW forgets that such reports will 
only go to damage further its already di- 
minished credibility. 
Rangoon 'Rangoonian' 
e Bertil Lintner, REVIEW contributor, 
replies: The claim by ‘Rangoonian’ that 
university and college students in Burma 
“peacefully and diligently” took their 
exams in November last year is con- 
tradicted by reports from reliable sources 
inside the country: 

» Students at the regional college in 
Sittwe, Arakan State, went on the ram- 
page on 2 and 3 November, shouting slo- 
gans, breaking doors and windows at the 
headmaster's office and destroying 
examination papers. This outbreak oj 
violence was not reported by the official, 
government-censored Burmese media, 
but the news has been confirmed by both 
local and diplomatic sources. 

_» In Mandalay, fewer than 50% of the 
. students showed up when the local uni- 
versity reopened on 26 October (follow- 
ing the first closure in September). Police 
in Mandalay report that 
. threatening letters recently have been re- 
. ceived from | underground student 
| groups. 

| In Pyinmana, students from the local 
. Ye Zin College demonstrated against the 
. government on 7 November and report- 
edly burned portraits of Burma's 
strongman Ne Win. The demonstration 
took place at a time when the students 
were silting for examinations — they 
were forced to finish these in a hurry and 
they were sent home the following day. 

» In Rangoon, unrest was reported at 
the prestigious Rangoon Institute of 
Technology, but it was quelled by the 
police before any violence occurred. 

Because of all these incidents, 
teachers at various schools and colleges 
in Burma told their students that the in- 
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stitutions would be closed once the 
exams were over. The REVIEW reported 
this accurately. 

However, no official announcement 
has yet been made and it now remains to 
be seen whether the educational au- 
thorities in Burma have changed their 
minds and plan to reopen the schools 
later this year. The REVIEW will follow 
this development closely — especially in 
view of the recent, rather unexpected dis- 
missal of education minister Kyaw 
Nyein, which was reported as a “resigna- 
tion” in the official media. 


The people’s will 


Free Spiri [REVIEW, 11 Feb.] is 
wrong to say that Singapore is a one- 
party state. There are 21 political par- 
ties registered in Singapore. One oppo- 
sition party is represented in parlia- 
ment. Until recently, there were two. 
But even if the ruling party should oc- 
cupy all parliamentary seats, as was the 
case for several years, is Singapore less 
of a democracy if this represents the will 
of the people in free elections? 

Tao Yeoh Chi 


Singapore Ministry of Communications 


Proud of origins 


To students of Taiwan affairs it is clear 
that Lee Teng-hui, Taiwan's new presi- 
dent, has always been proud of his 
ethnic Hakka origins. Among the 18 
million native Taiwanese, 2.9 million 
are Hakka-speaking, as is former vice- 
president Hsieh Tung-min. 

At the most, there are 25 million 
Hakkas in the world, including such 
notables as China's Deng Xiaoping, 
Singapore's Lee Kuan Yew, and the 
former figurehead presidents of 
Guyana and Surinam. Their pro- 
minence in politics is indeed re- 
markable. 

In an interview in Singapore, James 
Hsiung, a political science professor 
from New York, cautioned students of 
Taiwan politics not to underestimate 
the political astuteness of Lee Teng-hui. 
I believe that Lee is, at the least, an im- 
portant balancer between the conserva- 
tive forces and the more liberal ele- 
ments within the Kuomintang; he is a 
party man not aligned to any particular 
faction. 


Singapore 
Stone throwing 


Zhu Liu-li 


Your international finance editor, An- | 


thony Rowley, has cast the first stone, 
but into his own glass house. In his 
review of Aron Viner's Inside Japan's 
Financial Markets [REVIEW, 4 Feb.], 
Rowley takes the author to task for 
"somewhat bland statements such as 


| insider dealing’... ." Yet in the SHROFF 


column a few pages further on, Rowley 
himself parrots the same tired foreign 
line, referring, knowledgeably or other- 
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wise, to "the [insider] trading game 
which the locals played" in Tokyo. As 
Rowley himself has published 
calls. the "inside story" o 
stockmarkets, perhaps he cc 
the details he finds so lacking 

work. ve n 
Tokyo 












| Graham Peters 


It was not so very lon 
that our Prime Minister 
and his stalwarts crus 
among other ills, the m« 
tending towards racial pola 
This was before the word "insti 
tionalisation" of multi-racial politics b 
came in vogue. d USE 









Now, if the rationale for team: M Psin 
the forthcoming elections is, as we have — 


been told, the institutionalisation of the 
role of the minority races in parliament, 
then, the only natural and logical con- 
clusion must be that, from henceforth, 
the annual intake at all levels into the 
civil service, statutory bodies and other 
governmental organisations should, 
also, reflect a proportionate representa- 
tion of all the races. 

This should apply, particularly, in 
the Singapore armed forces where, dur- 
ing pre-independence, in the Singapore 
Volunteer Corps there were the Chi- 
nese Company, Malay. Company and 
the Eurasian Company and in the Sin- 
gapore Police Force, the Sikh con- 
tngent, all of whom distinguished 
themselves in the service and defence 
of Singapore in the World War II. 

When so viewed, the wisdom of what 
is a transparent political expedience 
may be called into question. Surely, 
there is a better way to ensure political 
longevity than this! 
Singapore 


Paid response 





Francis T. Seow 


| I could not help but laugh at the latest 


development in the “quarrel” between 
the Singapore Government and the 
REVIEW [28 Jan.]. Even if somebody 
libelled me I don't think I would go to 
the extent of paying to advertise my re- 
sponse. But a state government afraid 
of a periodical? How ridiculous. I am 
sure that Singaporeans are rational 
enough to pass their own judgment on 
their government. 

‘A Far Eastern Observer’ 


Regarding the Singapore Government's 
full-page advertisement [REVIEW, 28 
J an. is this the first time in the history 


of the REVIEW that someone has paid 
good money in order to make a fool of 
himself? 
Adelaide 


‘Astonished’ 









Pseudonyms are accepted, but letters in- 
tended for publication in these columns must 
bear the writer s signature and address. 
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Completely N | New and Revised Editions | 






| le wore than the cost of a dingle night in a 


Beijing hotel, you can have two books vital to 
anyone doing business with China. 


The People's Republic of 


China Year-Book 1987 
The People's Republic of China Year- 


Book 1987 is not only fascinating reading 


for those with social and cultural interests in 


China, but an essential reference for 
people with business dealings in the 
country. 

What is it? 

This classic volume with over 750 pages 
singularly offers the most complete guide 
to every aspect of life within China 
available today. Its contents range from 
the people and culture to economics, 
finance, tráde, politics, education, science 
and technology. Plus countless other 
subjects covered in precise detail. 

It is the culmination of thousands of hours 
in research invested by the New China 
News Ltd., professionals who know the 
country intimately. The result is a 
cyclopaedia of unparalleled insight and 
information. 


Who needs it? 


If you have any interests in China at all 
then you'll find the People's 
Republic of China Year-Book 
1987 to be an essential 
companion. And, because 

it i5 completely indexed, it 

is a particularly helpful 
reference for students, 
professors and people conducting 
business in or with the country. 





A L1 Please send ... 


surface mail delivery add 


add US$22/HK$170. 


(Please print in block letters) 





copy(s) of The 
People's Republic of China Year- 
Book 1987 for which I enclose 
US$95/HK$740 per copy. For 


US$6/HK$47, for airmail delivery 


Sendto: Name: ........ eese 
Address: eana 


i ee ES RASA TCCATAXEX. 


Together these two classics 
will bring you all the 
information about China 
you will ever need to know: 


€ Thousands of pages of detailed 
data examining the changing face of 
China. 


€ Expositions, speeches and articles 
contributed by authoritarians, 
pertaining to the exciting market 
potential and business opportunities 
available in China. 


e Hundreds of photographs and 
illustrations of interest. 


e Two systematic and valuable 
references for those with business 
dealings in China. 















B O Please send ... copy(s) of The 
Almanac of China's Foreign 
Economic Relations & Trade 
1987 for which I enclose 
US$79/HK$615 per copy. For 
surface mail delivery add 
US$6/HK$47, for airmail 
delivery add US$22/HK$170. 
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CO Please send .. . copy(s) each ofboth . 
The People's Republic of China 
Year-Book 1987 and The 
Almanac of China's Foreign — 
Economic Relations & Trade 1987 
for which I enclose 


US$12/HK$94, for airmail Bone SENE 
add US$44/HK$340. 


The Almanac of China's 
Foreign Economic Relations 
& Trade 1987 


China's trade policies. with the rest of 
the world have never offered more 
opportunities than they do today. The 
country represents an unprecedented 
potential - an expanding market 
equivalent to one quarter of mankind. 
And yet, data on this rapidly growing: 
economy has, until recently, been scant 
and unreliable. 

Now, there is one book that 
encapsulates every detail relevant to a 
businessman conducting dealings with. 
China - The Almanac of China's 
Foreign Economic Relations & Trade. 
What is it? 

The Almanac records articles and data 
contributed by leading scholars and 
authoritarians as well as representatives 
from China's Foreign Economic Relations 
and Trade Department. Its contents are 
extensive and detailed, systematically 
laid-out for ease of reference. It includes 


d vital information to businessmen, such 


as trade policies and 
^ restrictions, and even 
f- offers listings of potential 
- joint-venture partners. 
. Who needs it? 
The Almanac is absolutely 
‘vital to anyone thinking of, 
or already involved in, 
business relations with 
China. It is also a fascinating 
_. record of the changing face of 
. China's trade policies. Not only 
.. is it one of the few books that 
offers an accurate view of China's 
, economy but it is also the most 

' up-to-date documentation of this data. 


To take advantage of this "— simply ena and mail this coupon to: 


EX NC ee ER Cc qM qM pq dre Enc düc MC MM en eat xu E d ee 


US$174/HK $1,355 per set. 
For surface mail delivery add 


HCBO0225 
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stance. Page 68. 
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TM garment industries of East Asia's newly industrialis- 
ed countries face a period of painful readjustment. 
Growth rates are being cut because of protectionist pres- 
sures, currency shifts and competition from cheap-labour 
rivals. However, by shifting output to cheaper labour 
centres, raising fashion content and increasing the effi- 
| ciency of existing plants, manufacturers are managing to 
| remain profitable. Review industrial correspondent Carl 
Goldstein looks at the resilience of East Asia’s textile indus- 


try and assesses its prospects as the US toughens its trade 
Cover photograph by The STOCK HOUSE/Francis Li. 
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Malaysian Prime Minister Mahathir 
appears to have the upper hand over 
his political rivals after they are denied 
permission to form a new party. 


Page 14 

Singapore criticism of the US over the 
removal of GSP privileges highlights 
simmering Asean discontent on other 
trade issues. 


Page 19 

The Catholic Bishops Conference of 
the Philippines takes the church into 
new theological and political terrain 
by assailing damage to the environ- 
ment in its latest pastoral letter. 





The violence in the early February 
local elections jolts Bangladesh au- 
| thorities and President Ershad pre- 
| pares to stagger the March par- 
liamentary polls over several days in 
an attempt to ensure orderly voting. 


Page 21 

Reaction is mixed to Hongkong’s 
white paper on representative gov- 
ernment, with some viewing it as too 
reflective of Peking’s wishes and 
others hailing it as prudent. 


Page 26 | 
A by-election defeat and a cabinet 
resignation cast doubts over the fu- 
ture of Australian Prime Minister 
Hawke's Labor Party government. 


Page 34 

Indo-US ties have improved speedily 
in the past couple of years after 
Washington tacitly recognised India's 
strategic and market potential. 


Page 52 

As an uneasy calm reigns in the 
world's stockmarkets, WHERE TO PUT 
YOUR MONEY looks at the value 
of foreign-currency accounts, the 
prospects for profits in Madrid and 
Sao Paulo, and the volatility of bond 
markets. 


Page 60 
South Korea's shipyards struggle to 
reduce their crippling debt burden 
despite an order boom, while 
Taiwan's troubled builders await vital 
state aid. 


Page 61 

Kuala Lumpur Stock Exchange chair- 
man criticises rebel brokers for re- 
fusing to accept the rejection of a 
graduated fee scale. 


Page 62 

After fierce cabinet infighting, New 
Zealand unveils compromise tax-re- 
form measures, designed to make the 


| country a more attractive investment 


option. 


Page 67 

A deal between the Hongkong Gov- 
ernment and Singaporean entre- 
preneur Robert Ng covering the repay- 
ment of futures-trading debts raises 
disturbing questions. 


Page 73 

Taiwan court officials investigate the 
activities of unregulated investment 
firms for banking-law violations and 
possible fraud. 


Page 74 

Australian and New Zealand 
stockmarket regulators order listed 
companies to disclose any gaps be- 
tween the book and market values of 
their investments. 


Page 80 

Thailand’s commercial banks stage 
an impressive recovery, but competi- 
tion is cutting earnings prospects. 
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REGIONAL 


Brunei dissolves its 

only political party 

The first political party to be 
formed in Brunei since it 
gained full independence in 
1984, the Brunei National 
Democratic Party, has been 
dissolved by the authorities 
under Brunei’s Societies Act. 
No reason was given for the 
move. There are no other poli- 
tical parties. 

Soon after the closure of the 
party, party sources said their 
president, Latif Hamid, and 
secretary-general, Latif Chu- 
chu, had been detained 
under the country's emergency 
powers. But the government 
has not confirmed this. The 
party had recently called on 
Sultan Sir Hassanal Bolkiah to 
relinquish his position as prime 
minister, lift the 26-year-old 
state of emergency and hold 
elections. — Rodney Tasker 


Jakarta to investigate 
irian Jaya land-grab 


The Indonesian Government is 
to investigate allegations that 
large areas of tribal land in 
Irian Jaya have been illegally 
appropriated by officials in 
Jakarta. Reports of land grab- 
bing emerged after a member 
of the armed forces faction in 
parliament, Maj.-Gen. Syam- 
suddin, alleged that unscrupul- 
ous Officials were claiming 
large areas of the mineral-rich 
province as their property. 

A former army commander 
in Irian Jaya, Syamsuddin 
further alleged that land grab- 
bing had caused unrest amon 
the local population. Home Af- 
fairs Minister Soepardjo Rustam 
has launched an inquiry, but he 
was quoted as saying he did 
not know much about it. The 
issue comes at a time of intense 
lobbying by parliament and the 
armed forces for more effective 
measures against corruption. 

— Michael Vatikiotis 


Gandhi reshuffles 

his cabinet again 

Indian Prime Minister Rajiv 
Gandhi has reshuffled his 
cabinet increasing its strength 
from 47 to 53, triggering wide- 
spread speculation that he has 
begun preparing in earnest for 
the next general elections due 
by the end of 1989. Although 
he has ruled out snap mid-term 
polls and indicated the possibil- 
ity of yet another reshuffle, his 
critics point out that of the 13 


^4 m 


new ministers inducted on 14 
February, 11 are from Hindi- 
speaking states which are home 
to the majority of the In- 
dian electorate, where pres- 
sure from opposition elements 
alleging government corrup- 
tion and inefficiency is great- 
est. — Salamat Ali 


Thai and Lao military chiefs 
discuss border dispute 


A scheduled meeting in 
Bangkok on 16 February be- 
tween Lao chief of general staff 
Gen. Sisawat Keobounphan 
and Thai army commander 
Gen. Chaovalit Yongchaiyut 
was expected to ease tension 
over a months-long armed con- 
flict over a remote border re- 
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Sisawat: meeting. 





gion claimed by both countries. 
Fighting over the disputed tèr- 
ritory intensified in early Feb- 
ruary, with Laos claiming to 
have shot down three military 
aircraft (REVIEW, 18 Feb.). 
Thailand denied the claim, ad- 
mitting the loss of one FSE jet 
on 4 February and a second air- 
craft on 14 February. The latest 
talks between Thai and Lao 
military chiefs were initiated by 
Vientiane. 

— Paisal Sricharatchanya 


Taiwan to slash 
jail terms of prisoners 


Taiwan's ruling Kuomintang 
has approved a request from 
President Lee Teng-hui to re- 
duce jail sentences of prison- 
ers, including those convicted 
on political charges, to honour 
the memory of the late presi- 
dent Chiang Ching-kuo, who 
died in January. The number 
who might benefit is unknown, 
but more than 21,000 common 
criminals had their sentences 
cut in 1975 after the death of 
former president Chiang Kai- 
shek. Sources in the opposition 
Democratic Progressive Party 
say 40 political detainees are 
in jail in Taiwan. 

— Shim Jae Hoon 


BUSINESS 


Indonesian loan fund 


-is target of probe 


The military secretariat at- 
tached to the Indonesian presi- 
dent’s office is investigating a 
foundation which advertises 
cheap loans by claiming a link 
with President Suharto’s fami- 
ly. The Jakarta-based Just and 
Prosperous Family Founda- 
tion, with some 70,000 mem- 
bers, offers loans of Rps 5 mil- 
lion (US$3,012) after members 
pledge a Rps 260,000 deposit. 
The foundation has used the 
name of a prominent charity 
chaired by Tien Suharto, the 
president’s wife, and has en- 
listed the services of her 
younger brother as an adviser. 
— Michael Vatikiotis 


Showa Line withdraws 
from liner business 
The high yen and shipping 
over-capacity is forcing Japan's 
Showa Line to pull out of the 
liner business, which comprises 
3096 of its revenue. Managing 
director Akira Yamada said his 
company will concentrate now 
on tanker and tramper opera- 
tions in an effort to cut losses. 
Showa, one of Japan's big six 
shipping firms, expects to lose 
about X5 billion (US$38.52 
million) in the year to March. 
— Nigel Holloway 


China to establish . 
currency centres 

The People's Bank of China 
(the central bank) has an- 
nounced that foreign-exchange 
spending controls will be 
abolished gradually this year, 
the Economic Daily has report- 
ed. After abolition of the rules, 
a national forex-trading centre 
will be set up in Peking, with 
other centres opened around 
the country, operating under 
the State Administration of 
Exchange Control. Shanghai 
will soon open its first such 
centre for the use of both state- 
owned and foreign-funded en- 
terprises. — Elizabeth Cheng 


South Korea to get 
second air carrier 
South Korea has given the 
Kumho group permission to 
operate the country's second 
airline, ending Korean Air's 
20-year monopoly. Kumho is 
expected to begin domestic ser- 
vice this year and international 
flights in two to three years. 
Domestic flight capacity lags 
behind demand, particularly to 


Pusan and Cheju-do. Kumho 
was founded by a native of 
Kwangju, Cholla, which was 
the scene of a bitter 1980 upris- 
ing. The decision is part of the 
new strategy of reconciliation 
designed to see that the fruits 
of development are more even- 
ly distributed. — Mark Clifford 


New Zealand sells off 
remainder of Petrocorp 
The New Zealand Govern- 
ment is back on track to meet 
its budget aim of reducing offi- 
cial debt by a net NZ$200 mil- 
lion (US$132.5 million) with 
the sale of its 70% holding in 
the petroleum-exploration and 
processing company, Petro- 
leum Corp. British Gas will 
buy the stake at NZ$1.75 a 
share. The other 30% was sold 
last year, 15% to Brierley In- 
vestments and 15% in a mid- 
year float. Brierley (as well as 
Fletcher Challenge, Elders of 
Australia and Shell) bid unsuc- 
cessfully for the remaining 
70%. — Colin James 


Philippine bank to 


get Japanese equity —— 

Bank of Tokyo (BoT) is buying 
into a medium-sized Philippine 
commercial bank, Prudential 
Bank and Trust, which in turn 
is seeking to take over another 
bank being sold off under the 
government’s privatisation pro- 
gramme. Prudential — ranked 
No. 21 in the Philippines — is 
buying Pilipinas Bank from 
state-owned Philippine Na- 
tional Bank (PNB). Pilipinas 
was taken over by PNB after 
failing to repay financing it re- 
ceived in 1981. Prudential 
plans to absorb Pilipinas, then 
sell 40% on to the BoT, which 
will finance the purchase under 
Manila’s debt-to-equity swap 
programme. |— Jose Galang 


Taiwan plants hit 
by labour strikes 
In a display of increasing 
labour assertiveness, more 
than 2,000 workers went on 
strike at several factories 
around Taiwan in mid-Feb- 
ruary, including local units of 
Ford Motor Co. and Philips of 
the Netherlands. The workers 
demanded greater sharing of 
factory profits and larger 
Chinese New Year bonuses. 
The largest stoppage involved 
1,700 workers at the Ford fac- 
tory. Smaller numbers of work- 
ers went on strike at Tatung, 
Taiwan’s leading electronics 
firm, and at the No. 1 textile 
exporter, Far Eastern Textile. 
— Jonathan Moore 
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UMNO MOVES 
Some political analysts in Kuala 
Lumpur expect Datuk Sanusi Junid, 
the powerful secretary-general of 
Malaysia’s dominant United Malays 
National Organisation (Umno), to 
resign. As the Umno official named 
in the law suit against the party by 11 
Umno dissidents, which resulted in 
the party being declared unlawful by 
the High Court on 4 February, it is felt 
that Sanusi, who is also agriculture 
minister, might now find his position 
untenable. One person mentioned as 
his successor is Information Minister 

. Mohamed Rahmat. 


NATHAN'S REWARD 

The executive chairman of the Straits 

Times Press, S. R. Nathan, 64, is to be 
| Singapore's next high commissioner 
| to Malaysia. He will replace Maurice 
| Baker who will soon retire from the 
Kuala Lumpur post. Before his 
appointment to the Straits Times in 
1982, Nathan was a senior civil 
servant who had held the posts of first 
permanent secretary to the Foreign 
Ministry and for nine years was 
director of the Defence Ministry's 
Security and Intelligence Division. 


‘MORO STRATEGIES 


A secret Philippine Government 
paper of 2 February charts strategies 
to counter the Moro National 
Liberation Front's (MNLF) 
application to join the Organisation 
of the Islamic Conference (OIC). It 
summarises diplomatic reports of 
January visits by dissident Muslim 
leaders to the Gulf states, discusses 
MNLF plans to set up a government- 
in-exile and speaks confidently about 
Malaysia's and Indonesia's 
willingness to “present and support 
the position of the Philippine 
Government" at the OIC. *Both 
countries would not allow the 
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| BANGLADESH 
At least 91 people were killed and about 
6,000 injured in battles between supporters 
of rival candidates during local elections (17 
| Feb.). Opposition parties called for a general 
strike to protest against poll violence (72 
Feb.). Atleast 15 people were injured when 


stone-throwing protesters fought police | 


. during the general strike in Dhaka (74 Feb.). 


CHINA 

Railway Minister Ding Guangen took full 
responsibility for three train accidents in 
January which killed a total of 114 people 
and asked the government to penalise him, 
according to an official report (77 Feb.). 


unsettling presence of a radical 
Islamic state at their backdoor," the 
paper says. Moves to drop Manila's 
claim to Sabah are described as a quid 
pro quo for Kuala Lumpur's support 
on the MNLF issue. President 


| Corazon Aquino plans to announce a 


| P1 billion (US$48 million) aid 
| package for the Philippines’ southern 
provinces — the MNLF's base area. 


PACIFIC INFLUENCE 
wie, | Taiwan is seeking 
to take advantage 
of Fiji’s weakened 
economy after 
last year’s coup by 
Col (now Brig.- 
Gen.) Sitiveni 
Rabuka to 
expand its 
South Pacific 
influence. It has . 
| long been offering 
|i US$50 million in soft loans to Fiji, and 
recently has been allowed by the post- 
| coup government to change the name 
of its representative office in Fiji from 
“Far East Asia Trade Centre” to 
“Republic of China Trade Centre.” 
The centre was Taipei’s embassy 
before Fiji switched recognition to 
Peking some years ago. Peking, 
meanwhile, is stepping up its own 
village-oriented development aid, 
| despatching 10 doctors to fill gaps 
! caused by an exodus of ethnic Indian 
professionals after the coup. 


| NEW CHALLENGES 

| Australia's defence intelligence 

community is quietly reassessing 

India's expansion of its blue-water 

| naval capabilities, most notably with 

| the lease of a nuclear-powered 

| submarine from the Soviet Union. 
Director of the Joint Intelligence 

| Organisation, Paul Dibb, hinted at 

| the rethink when he told a meeting of 






SKETCH by Morgan Chua 
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INDIA 

Prime Minister Rajiv Gandhi moved four 
new ministers into his cabinet and made a 
dozen other ministerial changes in a reshuf- 
fle (14 Feb.). 


JAPAN 
About 700 people surrounded an electric 





| 

| power company in southwestern Japan to 
protest against a nuclear test (12 Feb.). 
| 
| 


PHILIPPINES 

Several people were killed when heavy 
fighting broke out between followers of two 
rival mayoral candidates on the eve of spe- 
cial elections in Sulu (/4 Feb.). Suspected 


| 
| 
| 
| 
| 
| 


| only a matter of time. Burma has put 












Asian scholars in Canberra recently 
that India's *hegemonistic designs in 
South Asia" had raised "challenging" 
questions of assessment for Australia 
within the changing strategic balance 
of the region. M 


DIPLOMATIC FEARS 
Several Western embassies in M anil; 


have placed orders for armoi 
cars fitted with bullet-proof 






security of diplomatic personnelin — 
the Philippine capital. Becauseof — 
rising anxiety over security th 
resident diplomatic missions 
Philippine armed forces ( 
Command held a closed-i 
for foreign diplomats on. 
The diplomatic community 
troubled by the still unexpl 
motive for the attack on Fr 
Ambassador Jacques le Blancon 14 | > 
January, as well as the suspiciousand | 
unpublicised visit by a ca uerend 

armed men to the resider 
West German Ambass 
Scholz on 27 January. . 


PROSPECTING TIMES = 
A flurry of visits to Rangoon by | 
foreign oilmen in recent weeks has 
prompted speculation that the — | 
Burmese Government may be - Usp 
contemplating granting on-shore oil . | | 
prospecting rights to foreign oil E 
companies. Burma's oil production | 
has plunged by half from the level of a 
few years ago, to an estimated 15,000 | 
barrels a day, and the opening of the 
| 
| 
i 























petroleum sector to foreign expertise 
and technology is understood to be 


a request to the Manila-based Asian 
Development Bank to borrow US$55 
million to finance the import of crude 
oil and machinery spare parts in order 
to alleviate the present acute oil 
shortage. | 















communist rebels shot dead two policemen . 
in Manila (75 Feb.). | 


SOUTH KOREA 

President-elect Roh. Tae Woo named 
economist Lee Hyun Jae as prime minister 
when the new administration takes over on 
25 February (71 Feb.). 


SRI LANKA : 

Tamil guerillas set off a landmine killing | 
10 people in eastern Sri Lanka (/0 Feb.). In- 
dian troops launched a major search for 
Tamil Tigers under cover of an indefinite cur- 
few in eastern Batticaloa district, it was re- 
ported (77 Feb.). 
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The balance of pow 


By Rodney Tasker in Kuala Lumpur 
Ed qu quest to restore Malaysia's ruling 
Malay party as a legal organisation 
has developed into a quiet war between 
Prime Minister Datuk Seri Mahathir 
Mohamad and his arch foe, Tengku 
Razaleigh Hamzah. For the moment, 
Mahathir appears to have by far the 
upper hand. 

Since Mahathir's party, the United 
Malays National Organisation (Umno), 
was declared an unlawful society by the 
High Court on 4 February (REVIEW, 18 
Feb.) anxious Malays have been waiting 
for the prime minister to tell them which 
course he intends to take to revive 
Umno's legal status. For most Malays, 
Umno has been a symbol of their survi- 
val, rights and prosperity in multi-racial 
Malaysia, and it is the paramount party 
in the National Front coalition. 

Mahathir has made clear that he is 
intent on turning the tables on 
Razaleigh, who has been temporarily 
thwarted in an attempt to re-form the 
party under the name of Umno Malay- 
sia. Razaleigh, Mahathir's former trade 
and industry minister and a prince from 
the northern state of Kelantan, unsuc- 
cessfully challenged the prime minister 
for the Umno presidency — and thus 
the post of prime minister — at the 
party's general assembly in April 1987. 

As battle lines between the two 
camps are drawn, with the Umno 
leadership at stake, the political waters 
have been further muddied by the seem- 
ingly new posture of former deputy 
prime minister Datuk Musa Hitam. As 
Razaleigh's co-leader of Umno's so- 
called "Team B," opposing Mahathir's 
"Team A," Musa might have been ex- 


SKETCH by Morgan Chua 





pected to throw in his lot | 
with the Razaleigh camp in 
the current situation, par- 
ticularly as it has the prestigi- 
ous blessing of the country's 
first prime minister, Tunku | 
Abdul Rahman, and another | 
former prime minister, Tun 
Hussein Onn. Yet Musa has ; 
now adopted a politically in- | &^ 
dependent stance, at least 
on the surface, supporting | 
Umno's central leadership, | 
headed by Mahathir. 

Many observers were sur- 
prised when Musa arrived at 
the same time as Mahathir to 
attend a mass meeting of Na- 
tional Front MPs and state assembly- 
men at the parliament building on 14 
February. The gathering of some 600 
Umno leaders and others from the 13 
parties in the ruling coalition had been 
called as the most telling symbolic act of 
support for Mahathir's leadership in the 
current political crisis. 

After receiving both vocal and writ- 
ten pledges of support from Malay, 
Chinese, Indian and other minority Na- 
tional Front representatives, Mahathir 
gave the first hint of which course he 
favoured to restore Umno's legal 
status. He said that while God's law 
could not be changed, laws made by 
man could be, indicating that legal ac- 
tion might be taken through parlia- 
ment. He noted that the large number 
of legislators before him assured him 
that he could rely on a two-thirds 
majority in parliament. 

This meant that not only could 


.. Y SUPPORT THE 
\ TOR I] 





Mahathir: confidence. | 








Mahathir rely on the confi- 
dence of a majority in parlia- 
ment, which reconvenes on7 
March, to support his gov- 
ernment, but he would be 
able to pass legislation to 
legitimise Umno. One of 
Mahathir’s legal options to 
restore Umno would be to 
gain parliamentary approval 
of a move to amend retroac- 
tively the Societies Act — 
under which Umno was 
deemed illegal by the High 
Court. 
Using the parliamentary 
option might be attractive to 
— Mahathir because, accord- 
ing to a cabinet source, he does not want 
to appear to be using his executive pow- 
ers excessively in his bid to restore 
Umno. Mahathir's opponents accuse 
him of becoming increasingly dictato- 
rial, citing the arrest in October of 106 
political activists, the closure of three 
newspapers and the subsequent tighten- 
ing of press laws. 





————————— AETA rroka oiire 


Asher course which Mahathir could 
take would be to apply to the reg- 
istrar of societies to recognise a party 
pro-tem committee to organise the re- 
registration of all Umno's components, 
followed by a new general assembly to 
elect the leadership. This was the move 
planned by the Umno Malaysia group, 
with a pro-tem committee headed by 
the Tunku, as Rahman is popularly 
known. But the committee's 8 February 
application was turned down two days 
later by the registrar, with no reason 
given — a move which has yet to be re- 
ported by Malaysia's restricted press, 
possibly because it would imply a gov- 
ernment rebuff to the country's revered 
first prime minister. 

The joy of total re-registration of the 
party for Mahathir and his Team A 
would be that Team B supporters could 
be excluded from the reconstituted 
party. It was this threat which prompted 
Razaleigh's camp to rush through their 
pro-tem committee application so 
quickly after the High Court judgment. 

In his 14 February speech, Mahathir 
gave no firm indication of his planned 
future course of action to restore the | 
party. While assuring members that it 
was being given active consideration, he 
said he would remain silent about the 
process because “we know that there 
are people waiting for the cue — if we 
do something, they will counteract to 
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stop us from resolving this problem.” 

The previous day, Mahathir had con- 
firmed to political analysts that he was 
intent on discrediting Razaleigh and his 


Team B when he denounced the 11. 


Umno dissidents who had brought the 
Umno case to the High Court, seeking 
to have the Umno election in April 1987 
— in which Mahathir defeated Raza- 
leigh in the poll for party president by a 
slim 43 votes — declared null and void. 
Mahathir claimed the 11 “merely 


Gulf over arms sales 


By Nayan Chanda in Washington 


wanted the party president to be re- | > 


placed by a certain person," and had re- 
fused all out-of-court attempts to per- 


suade them to withdraw the suit. "This | 


clearly shows that their actions are not | | 
in the interest of the party but to suit the | - 
interests of a particular person," he |- 
said. By “particular person," Mahathir | - 


left no doubt that he meant Raza- | 


leigh. 
silence for the first time in the affair by 


him. “I am greatly disappointed by the 


* continuous attacks, lies and false ac- 


On 15 February Razaleigh broke his | : ] : 


issuing a retort to Mahathir's attack on | ^ fer had be 


cusations aimed at me and my support- | P 


ers by some ex-leaders of Umno," he 


said in a clear but indirect reference to | 


the Dun minister. 


n the registrars refusal of the | - 
Umno Malaysia application, Razaleigh 


said: "There remain other solutions, 
one of which could be legislation 
which unfortunately is a tedious and 
time-consuming approach — there 
are indications that this could be the 
course of action that could be persuad- 
ed." 

He urged the prime minister, who is 
also home minister, to "exercise his 
good offices to consider amending the 
Societies Act" to restore Umno and its 
members' inherent rights. Razaleigh 
presumably would prefer a move to re- 
constitute Umno with all its current 
members, including himself and his sup- 
porters, rather than giving Mahathir an 
opportunity to vet a new party member- 
ship list. 

Using the Malays’ urgent desire to 
have their party's legal mess sorted out 
as quickly and painlessly as possible, 
Mahathir and his lieutenants are tap- 
ping the issue's emotional overtones to 
bolster their political strength. Given 
the fact that Mahathir remains a strong 
prime minister, with the domestic 
media basically at his disposal while the 
opposing camp's activities go unre- 
corded, and with Musa and his follow- 
ers now distancing themselves from 
Razaleigh, the prime minister has 
a strong hand. Just before the 14 
February gathering, Malaysia's Yang 
di-Pertuan Agong, or king, made a 
speech in which he urged National 
Front members to support Mahathir's 
leadership. 

But in the current situation, pundits 
may tend to underestimate the strength 
of Razaleigh's support. For a start, 
he has been able to enlist the Tunku 





FAR EASTERN ECONOMIC REVIEW e 25 FEBRUARY 1988 


as a crowning endorsement of his at- 
tempt to put the blame for Umno's cur- 
rent crisis squarely on Mahathir's 
shoulders. The Tunku has become in- 
creasingly bitter in his attitude towards 
a prime minister whom he evidently 
feels is becoming too authoritarian and 
eroding traditional values of democracy 
and fair play. 


hile not all those in the Mahathir 

and Musa camps can be relied on 
to remain true to their respective lead- 
ers, Razaleigh has managed to instil an 
enviable degree of loyalty in his suppor- 
ters. The 11 who brought the Umno 
case to the High Court are among them, 
though in the present situation 
Razaleigh is wisely keeping a public dis- 
tance from them. As a politically charis- 
matic Malay prince, he commands re- 
spect, particularly in Malaysia's predo- 
minantly Malay northern states. 

The registrar's decision to refuse the 
Umno Malaysia pro-tem committee's 
application was a predictable set-back. 
As one of Razaleigh's closest support- 
ers, former Umno supreme council 
member Marina Yusoff, told the 
REVIEW: "We expected it, but not so 
fast — it could be because of some 
technicalities.” 

The strategy of Razaleigh’s erstwhile 
comrade-in-arms, Musa, remains dif- 
ficult to assess. Musa, who was 
Mahathir’s deputy prime minister from 
1981 until his resignation in 1986, is rec- 
ognised as a consummate politician who 
has his own ambition to fill the number- 
one slot. 
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He was not involved in the Tunku's 
Umno Malaysia pro-tem committee, 
and on 12 February broke his silence to 
say that Umno members should support 
the current leadership. However, he 
was careful to add that the party's survi- 
val was more important than the survi- 
val of an individual, presumably a refer- 
ence to Mahathir. 

Some analysts think Musa’s plan is to 
stay close to Umno's centre of power — 
Mahathir’s leadership — even if he nur- 
tures an ambition to replace it. To re- 


main identified with Razaleigh's camp 


would risk isolation from the Umno 
mainstream and could lead to criticism 
that he was actively involved in a plot to 
split the party in two. 

Musa's conduct at the 14 February 
National Front affair was interesting, 
timing his arrival to coincide with 
Mahathir's, sitting on the top table with 
him, then beaming broadly and waving 
as he drove himself away in a small sa- 
loon car, just after the prime minister 
had hopped into his chauffeur-driven 
limousine. 

But it is too early to speculate on 
Musa's return to the Mahathir fold. 
Any such return, presumably with poli- 
tical conditions, would seriously alter 
the present Umno leadership config- 
uration. For instance, Education Minis- 
ter Anwar Ibrahim, viewed as Maha- 
thir's anointed successor, might feel 
ill at ease with Musa back and would 
certainly be hostile to a return 
of Musa's right-hand man, former de- 
fence minister Datuk Abdullah Ahmad 
Badawi. 








DIPLOMACY 


Communication breakdown 


Asean and the US bicker over trade relations 


By Nayan Chanda in Washington 


he eighth session of the annual US- 

Asean dialogue meeting — an exer- 
cise which normally ends with mutual 
back-slapping and sweet communiques 
— opened on 10 February with the un- 
usual spectacle of public bickering be- 
tween a Singapore minister represent- 
ing Asean and the US Secretary of State 
George Shultz. 

The minister’s blunt public criticism 
of the US decision to phase Singapore 
and three other East Asian newly indus- 
trialised countries (NICs) out of the 
generalised system of preferences 
(GSP) was not to the liking of some 
Asean members, who had suggested 
toning down the speech when they dis- 
cussed it a day earlier. And according to 
administration sources, some Asean of- 
ficials privately distanced themselves 
from Singapore Minister of State for 
Foreign Affairs Yeo Cheow Tong's 
speech. However, the feeling of frustra- 
tion with the US over trade issues was 
felt by nearly all and, despite the hope- 
ful talk of greater future cooperation, 
the sour note reflected growing discon- 
tent on both sides which may signal a 
rough passage ahead for US-Asean re- 
lations. 

Speaking on behalf of Asean at the 
opening session, in the presence of dip- 
lomats and journalists, Yeo launched 
the unprecedented attack on the US. 
He noted that the good relations be- 
tween the group and the US was “pre- 
mised on mutual good faith” and added 
that “some recent events have shaken 
Asean’s confidence in these premises. ” 


As an example, he cited the recent 
US decision (REVIEW, 11 Feb.) graduat- 
ing four NICs from the programme of 
duty-free export to the US. He noted 
that Singapore enacted copyright legis- 
lation taking into account US concerns 
on the understanding that a favourable 
GSP package would be granted in re- 
turn. He said Singapore felt that the US 
action “has cast doubts on US credibil- 
ity and reliability," adding: “This US ac- 
tion is detrimental to the long-term 
relations between Asean and the 
US." 

In an equally unprecedented move, 
Shultz took to the floor to rebut the 
Asean official. He reminded Yeo that 
the GSP was a "special privilege — they 
are not your rights." Singapore, he said, 
was well served to pay 
attention to intellec- 
tual property rights. 
*. . . you did yourself a 
favour, and we did you 
a favour, by pushing at 
it hard." 

Shultz was particu- 
larly incensed by what 
he saw as the accusa- 
tion of being "untrust- 
worthy and unreli- 
able" — though that 
exact phrase was not 
used by Yeo. “a: .1 
think the United 
States tries to play by 
the rules.” Shultz 
ended his reply by say- 
ing: “If that’s what you 





Yeo: blunt criticism. : 


believe, there’s very little basis for 
genuine dialogue.” 

During the two-day talks, Asean 
raised a host of issues — from the re- 
lease of tin stockpiled by the US, to sub- 
sidised rice exports — and heard the 
same answer. Asean sources said that 
the US always conveniently brought up 
US congressional or private-sector Op- 
position to deny Asean’s request. 
“Other than making some nice reassur- 
ing noises the US has given us nothing," 
asenior Asean official said. 

The implications of the US GSP ac- 
tion worry both Thailand and In- 
donesia. While continuing Thai status 
hinges on it enacting copyright legisla- 
tion, Indonesia's benefit depends upon 
a US decision on a petition against 
lack of labour rights brought by the 
American Federation of Labour and 
Congress of Industrial Organisa- 
tions. 

Asked to identify the main achieve- 
ment of the dialogue, US Under-Secret- 
ary of State for Economic Affairs, Allen 
Wallis could only point to the decision 
to commission a year-long study to look 
into ways of strength- 
ening US-Asean eco- 
nomic relations. “The 
real thing about meet- 
ings like this is process, 
not the final result,” 
Wallis said. 

In their private re- 
marks Asean officials 
were less impressed by 
that process. “The 
whole US-Asean dia- 
logue is becoming a 
dialogue of the deaf,” 
said a senior Asean of- 
ficial. * We keep talk- 
ing past each other. 
Year after year we talk 
with them but nothing 


happens." Ol 





Questions of copyright 
US criticises amended Singapore print law 


Th Reagan administration has criticised Singapore’s 
amended Newspaper and Printing Presses Act as being 
“inconsistent” with the bilateral copyright agreement signed 
by the US and Singapore. Administration sources told the 


REVIEW that Singapore legislation authorising the removal | 


of copyright from gazetted publications violated the Berne 
Convention — which allows such removal of copyright only 
for reasons of national security. 

However, since neither the US nor Singapore is a signat- 
ory to the Berne Convention, the US concern stemmed from 
possible violation of US citizens’ copyright by the Singapore 
amendment. A US State Department statement said: “We 
hope the government of Singapore will ensure full protection 
of US copyrighted works.” Officials privately said that they 
have not received a Singapore reply. 

Under Singapore’s press regulations, three publications, 
The Asian Wall Street Journal, Asiaweek and the REVIEW, 
currently have their circulations restricted. 

In the presence of a senior Singapore official at a joint US- 





Asean press conference following talks on 10-12 February, 
Under Secretary of State for Economic Affairs Allen Wallis 
called the Singapore legislation “essentially a matter of cen- 
sorship, and we’re against censorship.” Singapore Minister 
of State for Foreign Affairs Yeo Cheow Tong rose to com- 
ment that it was the “furthest thing from censorship.” He 
said: *What the amendment allows us to do is to allow people 
in Singapore to photocopy these publications which have 
been restricted, in terms of circulation, so that we have a 
greater flow, free flow of information into Singapore.” 
Meanwhile, the State Department’s annual report on 
human rights, released earlier, criticised Singapore’s human- 
rights curbs and said the ruling People’s Action Party’s 
(PAP) fear of erosion of its authority was behind them. The 
report said: “In recent years, human-rights related develop- 
ments, including the disqualification from parliament of an 
outspoken opposition leader, the tightening of controls on 
the Law Society, curbs on the foreign press, arrests under the 
Internal Security Act of grassroots activists, and proposals 
for electing parliamentary candidates by ‘teams,’ have also 
served to reinforce the PAP’s political dominance, which 
had begun to show signs of erosion following the last general 
election." — Nayan Chanda 
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Excellence 


springs from attitude and application. 





To appreciate excellence, one need only com- 
pare it with the average. At UBS it is the fruit 
of exceptional professionalism, imagination and 
creativity. We think you will notice the difference. 


UBS - committed to excellence. 






UBS in Asia, India and Australia: Branch Offices in Hong Kong, Singapore S Union Bank 
and Tokyo; Representative Offices in Bombay and Osaka; UBS (Capital UBS fS . | d 
Markets Group), Tokyo Representative Office; UBS (Trust and Banking) Ltd., G O witzerlan 


Tokyo; UBS Phillips & Drew International Ltd., Tokyo Branch; 
UBS Australia Ltd., Sydney. Head Office: Union Bank of Switzerland, 
Bahnhofstrasse 45, CH- 8021 Zurich. 
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Swissair Business Class passengers find time flies, 
even on long flights. 


Please, carry on reading. Your favorite drink will be served immediately. With background 
music, if you wish. Will you be taking the turbot or the veal escalope? Naturally each. course . 
s served separately on porcelain with real cutlery. Newspapers? A magazine perhaps? Of a 
- course. Would you prefer to go through your files undisturbed? Certainly. You are, after 
~ all, travelling in our Business Class surrounded by fellow business people. Excellent. But 
. now you've earned. a breather. That’s right, a touch of the button lets you stretch out in 
E lazy comfort. Close your eyes. Had a good nap? We hope you en- A T | 
. joyed your flight in our Business Class. Thank you for flying Swissair, 








The fragile forests 


Church pastoral letter protests against despoilation 


By James Ciad in Manila 


T: Catholic Bishops Conference of 
the Philippines (CBCP) has taken 
the Roman Catholic Church into new 
theological and political terrain. Meet- 
ing on 29 January, the country’s 99 
bishops endorsed a pastoral letter that, 
on religious grounds, strongly assails 
the despoilation of the Philippine envi- 
ronment. 

The bishops’ 10-page letter borrows 
liberally from the jargon of ecology. It 
warns about “the fragility of our islands’ 
life-systems” and calls for “steps to de- 
fend the earth.” The strong condemna- 
tion of heavy timber-felling and other 
environmental ills comes at a time when 
multiplying logging disputes are making 
life difficult for Natural Resources 
Secretary Fulgencio Factoran. 

The pastoral letter, appropriately 
perhaps, employs an apocalyptic vision. 
"It is now a matter of life and death,” it 
says. "Our forests are almost gone, our 
rivers are almost empty . . . during the 
monsoon rains, flash-floods destroy 
everything in their path." 

About 85% of Filipinos are Roman 
Catholics. The pastoral letter will be 
read from all Catholic pulpits on 13 
March. It is a highly unusual document, 
for varying reasons: 

» [tis without precedent in Roman 


Catholic Church history. Pope John 


Paul II has made a few mild Observa-. 


tions about the environment, and re- 
cently Dominican Republic bishops 


criticised deforestation. But the Philip- 


pine bishops have gone much further, 
ranking the “ruthless exploitation” of land 
and water as an even “more deep-seated 
crisis” than “political instability, economic 
decline and a growth in armed conflict.” 
> The letter takes an uncompromising 
theological line. The “assault on crea- 
tion is sinful and contrary to the teach- 
ings of our faith,” the bishops say. “God 
created this world, He loves it and is 
pleased with it . . . He created man and 
woman and charged them to be ste- 
wards of His creation.” 

» The letter draws a direct link be- 
tween rural insurgency and a damaged 
environment. Despoilation results from 
not only “human greed” but also from 
“the relentless drive of our plunder 
economy.” This in turn leads to “an in- 
crease in political and social unrest.” 

> The letter applauds political action 
of the type that blocked construction of 
a nuclear power plant near Manila and a 
hydroelectric dam in northern Luzon. It 
calls for social justice. “Who has bene- 
fited most and who has borne the real 
costs [of the degraded environment]?” 


Entrenched concessions 


Resources secretary faces battle on logging reforms 


W hen President Corazon Aquino 
chose her deputy executive secre- 
tary Fulgencio Factoran to head the na- 
tural resources portfolio 13 months ago, 
she put a tough-minded human-rights 
lawyer into one of the government's 
most delicate jobs. Aquino had re- 
moved Factoran's predecessor Ernesto 
Maceda in a November 1986 cabinet 
shake-out, a departure hastened by re- 
ports of impropriety in his handling of 
timber concessions. He now sits in the 
Senate. 

Factoran, meanwhile, has his own 


political hot seat: trying to slow down | 


commercial logging, which earns him 
scant appreciation. 

A lot of heat comes from within 
his own Department of Natural Re- 
sources (DNR). Directives get ignored 
at field level where private inter- 


eats “olen. take priority over formal 





chains of command. Although Fac- 


toran is charged with stopping excess- | 


es, he cannot change the timber conces- 
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sion system very much, or very fast. 

Factoran’s authority now figures ina 
logging dispute in Zamboanga del Sur 
province, in Mindanao. A company 
called Sunville Timber Products has had 
authority since 1983 to cut trees in the 
Midsalip area of that province. Very lit- 
tle forest now remains. 

Local people backed by Bishop An- 
tonio Tobias have been protesting the 
company’s activities. Since October 
they have manned a picketline to try 
and prevent company-contracted chain- 
saw cutters from taking out tablons, 
square-cut beams sawn on site with con- 


| siderable wastage. Local residents, in- 


_ cluding tribal people, have filed for a 


| 


court injunction. A Sunville spokesman 
in Manila denied the picketers’ allega- 
tion that the company had used vigi- 
lantes to intimidate them. 

Factoran's assistants have written to 
Sunville president Benjamin Adeva no- 
ting apparent violations of the company's 
concession conditions, notably replant- 
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the letter asks. "The poor are as disad- 


| vantaged as ever,” 


| 
| 
| 
| 
| 
| 
| 
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The final draft emerged little 


changed, though a few bishops at first 

d ned its making explicit recommen- 
ations — such as urging an entirely 

new government ministry to combat the 

| environmental problem. 

| Some changes were made. One bi- 
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Pastoral exhortation on the 
constitutional commission 





REVIEWTABLE by Andy Tang 


ing rules. But district or regional DNR 
offices seem to have other ideas; despite 
moves for an injunction against the com- 
pany and Factoran's messages, DNR re- 
gional director Sabado Batcagan on 6 
January reportedly allowed Sunville to 
implement its 1988 operations plan. 
Factoran told the REVIEW that his 
notice to Sunville to show cause why its 
logging licence should not be with- 
drawn, expires before the end of Feb- 
ruary. A tightening of the company's 
logging conditions may be the end re- 
sult. Given past enforcement standards, 


however, local priests say only cancella- 
tion of Sunville’s licence will save Mid- 
salip’s last watersheds. 


— James Clad 


— X 
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| shop disliked linkage in the draft be- 


tween unrestrained population growth 
and a deteriorating environment, these 
passages were dropped. And the dratt's 
initial description of the Virgin Mary as 
*Mary, Mother of the Earth" smacked 
of paganism to another bishop. (The 
word "life" was substituted for "earth" 
in the approved letter.) 

*Out of the original 30 million ha 
there are now only one million ha of pri- 
mary forest left," the pastoral letter 
concludes gloomily. But not all the de- 
struction has happened very recently. 
More than half the original forest had 
already disappeared by 1910. And the 
bishops' concern for the poor does not 


| appear to take into account extensive 


damage done to forests by low-income 
shifting cultivators. | 

The forest cover continues to dwin- 
dle. One foreign specialist, Singaporean 
geographer Ooi Jin Bee, recently wrote 
that Philippine forests are "unlikely to 
survive beyond this century" (page 


48). The bishops point out that che M NENNEN EEN 
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equivalent of 100,000 ha of soil one 
metre thick each year" wash into the sea. 


Naw Resources Under-Secretary 
Celso Roque warned in August 1987 
of the “clear implication” of this trend. 
“In about 25 years our population would 
have doubled and we would have lost 25 
billion cubic metres of top-soil,” he said. 
Eroded, non-forested lands now com- 
prise “8.5 million ha populated by about 
10 million people, the so-called poorest 
of the poor,” he said. Roque also gave a 
sombre report about the country’s 
10,000-km coastline. And as for the cap- 
ital, “all the waterways and rivers in 
Metro-Manila are biologically dead,” 
he said. 

When asked if reports like these 
were exagggerated, Factoran in an in- 
terview said: “I’m convinced we are not 
alarmist enough.” He said he had issued 
no new timber licence agreements 
during his one year on the job, but 
he said he could not and would not 
“shut down the wood industry overnight 
— that is impossible.” 

Politics are getting rough for Facto- 
ran. Aggrieved logging interests, many 
of which involve Chinese Mestizo 
families, have targeted him for dismis- 
sal. President Corazon Aquino supports 
him, but has yet to come out strongly for 
reafforestation. Meanwhile, Factoran 
told the REVIEW he was ready to have 
Jesuits and other Church orders help 
monitor local forest reserves. He said he 
welcomed the church’s interest. 

The new pastoral letter undoubtedly 
will have an impact in such a strongly 
Roman Catholic society, but the extent 
remains uncertain. The bishops’ past 
exhortations against political violence, 
electoral cheating or gambling show 
only limited influence, to say the least. 


| The pastoral letter must also contend 


with many powerful interests deriving 


- | gain from continued logging. O 
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Street violence takes its toll 


Authorities are alarmed at killings during local elections 


By S. Kamaluddin in Dhaka 

Tie unprecedented violence at the 
union council, or village-level, elec- 

tions on 10 February has cast a shadow 


on the upcoming parliamentary polls 


scheduled for 3 March. According to of- 
ficial estimates, some 100 people died in 
the violence that day, while many more 
were injured. Opposition sources put 
the death toll at about 200. 

However, many political observers 
believe that since the mainstream oppo- 
sition parties have decided to boycott 
the parliamentary polls, the situation on 
3 March may not be that bad. But the 
shock of 10 February has been such 
that authorities are preparing to 


| 
| 
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stagger the polling over several days so 
that the police can cope with the task. 

As expected, the major opposition 
parties have held the government re- 
sponsible for the violence during the 
local elections. Sheikh Hasina, the pre- 
sident of the Awami League, charged 
that the government had destroyed “all 
democratic institutions" and that “the 
government will not hesitate to mas- 
sacre the people to cling to power." The 
Bangladesh Nationalist Party (BNP), 
headed by Khaleda Zia, also deplored 
the violence and reiterated its stand that 
“only an election under a neutral gov- 
ernment could contain the violence and 


Press on with the polls 


he prolonged opposition campaign 

to oust him has become the toughest 
test of President H. M. Ershad's politi- 
cal career. The run-up to next month's 
parliamentary polls — boycotted by the 
major opposition parties — has been 
marred by widespread violence, but 
Ershad is bent on going ahead with 
the elections. In an interview with 
the REviEW's Dhaka correspondent, 
S. Kamaluddin, the president gave his as- 
sessment of the situation. Excerpts of 
the interview: 


Without the participation of the major 
opposition parties, will the parliamen- 
tary polls be credible? 

The elections are a constitutional 
requirement, which cannot be vio- 
lated because some parties may not 
like to participate. The credibility of an 
election does not depend on political 
parties, but on the participation of the 
people and its acceptibility to the peo- 
ple. 


But there was violence at the local 
bodies' election on 10 February. 

We will have to evolve a system to 
avoid such electoral violence, otherwise 
the country's politics would be taken 
over by the hooligans and democracy 
will die. 


Similar incidents could mar the par- 
liamentary polls. 
There are over 27,000 polling centres 


| in the country and the law-enforcing 


agencies can handle at best 5,000 of 
them effectively at a time to ensure pro- 
per security. National polling can be 
staggered over several days to ensure 
proper supervision. 
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Do you propose to hold discussions with 
the two major opposition leaders on this 
issue? 

I am prepared to do so but will they 
come [to the negotiating table|? There 
are two major opposition leaders and if 
I talk to one of them, the other one will 
say that we were conspiring against her 
. . . but we have got to improve the sys- 
tem. I have tried my best but I can't do 
any more. 


It has been rumoured that you have had 
discussions with Sheikh Hasina, the 
Awami League's leader and come to 
some understanding. Is this true? 

As you said, it is only a rumour... 
and I deny it. 


The opposition's agitation has coin- 
cided with the passage of the district- 
councils bill last June, which would 
allow military officers to sit on district 
councils — as non-voting members — 
and it was described as a ploy to 
militarise the administration. Are you 
now prepared to drop the bill? 

Well, as you know it was not the in- 
tention [to militarise the administra- 
tion]. Anyway, I returned the bill to 
parliament — without giving my assent 
— for further discussions. The army 
officers have no opinion on this. I 
don't feel strongly about it. They will ac- 
cept whatever I do or say. I am not 
afraid of the army and the army will 
never put pressure on me for doing any- 
thing. They know, I will never let them 
down. 


The opposition objected because the 


bill was passed in a hurry without 
much debate in parliament. Why was 
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also could overcome the present na- 
tional crisis.” 

Ershad also expressed his sorrow at 
the loss of lives but played down the vio- 
lence, which he said resulted from 
"some isolated incidents.” While ap- - 
pealing to the people to eschew violence, 
the president praised the high turnout at 
the local polis. 


his was the first time that elections 
were held in all the 4,400 union 
councils — with more than 21,000 rural 
B polling centres to elect some 40,000 re- 
| presentatives — on a single day. The last 
* three union council polls, held in 1973, 
1977 and 1983-84, were spread over two 
weeks each. The village-level elections 
are held on a non-party basis, and voter 
turnout is usually high, ranging up to 
| 
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80%. : 

As the reach of the police is rather 
tenuous in remote rural areas, the au- 
thorities have in the past preferred to 





Yes, the opposition should have 
been given the opportunity to discuss it. 
I never asked the prime minister to do 
that [rush the bill through], nor did any 
one else. The prime minister should 
have been more assertive [in carrying 
out his parliamentary role according to 
standard Sc ccduicil 


the bill rushed through in the first place? 
i 





There have been extensive rumours that | 
another general election might be held 
later this year or early next year to end 
the anomalous situation the 3 March 
polls might create. 

Under our constitution, the parlia- 
ment is elected for a term of five years. 
At this moment, I don't see any reason 
why the next parliament should not 
serve its full term. 


€ niian i 


Your critics say though your Jatiya 

Party’s constitution stands for the post- 

1975 politics, you are merely paying lip 

service to it. Is that so? 

.. The Jatiya Party stands for post-1975 
politics: a multi-party democratic sys- 
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that the country’s law-enforcement agen- | 


cies can ensure peaceful and effective 
polling in only about 5,000 polling 
centres at any given time. 

This time around, most political par- 
ties — including the Awami League and 
the BNP who are boycotting the general 
elections — became involved in sup- 
porting local candidates favoured by 
them. While the organised parties were 
interested in getting their supporters 
elected, the 10 February exercise be- 
came a free-for-all as several local vest- 
ed interests resorted to violence. 

According to eye-witnesses at many 
rural polling areas on 10 February, 
armed rival groups forcibly captured 
ballot boxes, intimidated voters and or- 
dered about the officials at the polling 
booths. More important, election- 
related violence continued in many 
areas for up to two days after voting 
ended. 


tem and the emphasis of Islamic values 
in our national life. Today, the Jatiya 
Party is involved in a struggle with the 
forces of pre-1975 politics to establish 
these fundamental principles in our na- 
tional life. The movement led by the 
BNP [Bangladesh Nationalist Party] 
and Awami League is to undo the gains 
of post-1975 politics. The irony is that 
the BNP which is a product of post-1975 
politics is a partner with the Awami 
League which stands for the pre-1975 
politics of secularism and a one-party 
system. 


Some people are expecting a military 
takeover in case the March election 
does not take place. Others say a mili- 
tary takeover would be carried out 
under your orders. What is your assess- 
ment? Do you feel secure with the army 
as of now? 

God willing, the 3 March parliamen- 
tary election shall take place. For histori- 
cal reasons, in 1982, the then elected 
president of the country invited the 
armed forces to take over the gover- 
nance of the country. To fulfil their re- 
sponsibility, the armed forces took over 
and introduced some fundamental ad- 
ministrative, social, judicial and econo- 
mic reforms. Today, the armed forces 


| shall protect the constitutional process 


to the last drop of their blood. 


You have been in power for nearly six 
years now, longer than any one in this 
country. Has the question of retirement 
ever crossed your mind? Have you 
given any thought to grooming a success- 
or, if and when you decide to step 
down? 

In October 1986, I was elected for 
five years. I have almost three-and-a- 


half years to complete my tenure of- 


presidency. We are a democratic coun- 
try. My successor shall be chosen by the 


™ | people through the electoral process. 
mace eee ee 
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A mixed 
review 

White paper on political reform 
is praised and attacked 


By Emily Lau in Hongkong 

JA eene Government white 
Paper, or policy document, on | 

representative government in Hong- | 


kong, which includes a decision to | 
delay introducing direct elections to | 
Legislative Council | 
(Legco, the lawmaking body) until | 
1991, got a mixed reception from the |. ~ 


the territory's 


community. 


University students, members of a | 
pro-democracy lobby and leaders of a |. 


New Territories interest group burned 
copies of the white paper, which was 
published on 10 February, to show their 
frustration over what they view as the 
document’s shortcomings. However, 
local Chinese organisations with close 
ties to Peking and businessmen wel- 
comed the white paper as a solid and 
sensible approach to political reform in 
the run-up to 1997, when China resumes 
sovereignty over Hongkong. 

Students of the University of Hong- 
kong were the first to demonstrate their 
displeasure with the white paper by 
burning it less than two days after publi- 
cation. Their protest was a response to 
the decision to delay direct elections 
and on the limited number of Legco 
members who are to be directly elected 
from 1991. 

The next day the Heung Yee Kuk, a 
traditional Chinese organisation repre- 
senting indigenous residents of Hong- 
kong's New Territories, denounced the 
white paper for not including the kuk as 
a "functional constituency." Function- 
al constituencies are special-interest 
group electoral colleges which elect a 
prescribed number of people to sit in 
Legco. 

On 14 February, several hundred 
people from the pro-democracy camp 
marched through the streets of Hong- 
kong's Central business district to pro- 
test against the decision to delay direct 
elections and what they see as the lack 
of any substantive political reform as 
outlined in the white paper. In a petition 
delivered to Governor Sir David 
Wilson, the pro-democracy lobby 
charged that the government had disre- 
garded public opinion on political re- 
form and had failed to meet its 1984 
commitment to progressively develop a 
representative system of government 
here. 

However, the white paper was gen- 
erally praised by Chinese organisations 
with ties to Peking, the business com- 
munity and the local press. An editorial 


in the local communist newspaper Wen 
Wei Po called it a balanced conclusion 
to the past year’s debate on political re- 
form that reflected the spirit of the 1984 
Sino-British Joint Declaration, which 
stipulates that Hongkong will become a 
special administrative region (SAR) of 
China in 1997. 

The business and professional lobby 
within the Basic Law Consultative 
Committee (BLCC), which opposed di- 
rect elections in 1988, described the 
white paper as solid and practical, argu- 
ing that the government had listened to 
the wishes of the community and that 
these wishes were reflected in the policy 
document. The BLCC was formed by 
Peking to collect public opinion on the 
Basic Law, a mini-constitution for the 
future SAR. Speaking privately, how- 
ever, some BLCC members said they 
were surprised by what they called the 
government's over-conservative ap- 
proach to political reform. 

Even Peking officials have publicly 
stated that 25% of Hongkong's legisla- 
tive seats could be directly elected in 
1991. Instead, the white paper calls for 
only about 18%, or 10 seats, to be filled 
through direct polls. These seats would 
replace 10 people indirectly elect- 
ed by an electoral college compris- 
ing 19 district boards (REVIEW, 18 
Feb.). 

One major change in Legco's struc- 
ture outlined in the white paper and to 
be introduced in 1988 is the addition of 
two more functional-constituency seats 
for a new total of 14. The new seats will 
be allocated to accountants, and nurses 
and paramedical staff. Observers said it 


VIETNAM 
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is ironic that accountants should hold a 
Legco seat, given that two sitting Legco 
members, who are accountants, are 
linked to two of the territory's biggest fi- 
nancial scandals of recent years which 
have cost taxpayers HKS$6 billion 
(US$769 million). 


eager Clydesdale, who represents 
the Hongkong General Chamber 
of Commerce on Legco, is from Price 
Waterhouse, an accountancy firm 


which was involved in the tangled affairs. 


of the defunct Carrian group. Ap- 
pointed Legco member Kim Cham was 
chairman of the Hongkong Futures Ex- 
change when it, along with the terri- 
tory’s stock exchange, collapsed in Oc- 
tober 1987. The futures exchange had to 
be propped up in part with public funds, 


A dragon-year blessing 


Hanoi releases thousands of former Saigon officials 


By Murray Hiebert in Hanoi 


S ome of the highest ranking officials 
of the former US-backed South 
Vietnamese government were released 
from the Nam Ha re-education camp on 
13 February to spend the first Lunar 
New Year with their families in a dozen 
years. 

The 161 prisoners released from 
Nam Ha, 100 km south of Hanoi, in- 
cluded a former defence minister; 10 
generals; 82 military and intelligence of- 
ficers; as well as policemen, politicians 
and civil servants, and 25 military chap- 
lains, all of whom had been held since 
the communist victory in 1975. 

Hanoi announced on 11 February 
that 3,820 detainees from the former re- 
gime would be freed from various re- 
education camps throughout the coun- 
try to mark the Lunar New Year. Dur- 
ing a release ceremony at the Nam Ha 
camp, camp commandant Maj. Luu 








Van Hanh said the prisoners were freed | 


because they had “shown remorse for 
their crimes” during the war. 

Two prisoners gave speeches thank- 
ing Vietnam’s communist party for al- 
lowing them to rejoin their families. 
«When I was arrested I thought my life 
was finished," said former lieutenant- 
general Nguyen Vinh Nghi who had 
commanded an infantry division. “I 
thought I would face revenge and never 
see my family again . . . During the first 
years I struggled with my ideas,” Nghi 
said, “but finally I saw no other way 
than to accept the policy of the [com- 
munist] government.” 

After the release ceremony, the in- 
mates were served a New Year’s meal of 
fried pork, vegetable soup and rice. 
They then lined up to receive their train 
tickets, a little spending money for the 
trip home and any funds left over from 
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Hongkong University students throw copies of the white paper into a pile to be burn 


and its financial problems have yet to be 
sorted out. 

Another accountant, Sanford Yung 
of Coopers and Lybrand, a member of 
the Basic Law Drafting Committee, is 
said to be interested in running for the 
new Legco seat reserved for account- 
ants. Coopers and Lybrand are the 
former auditors of Overseas Trust Bank 
(OTB), which was declared insolvent in 
June 1985 and taken over by the govern- 
ment. OTB is suing Coopers and Ly- 
brand for breach of contract in the way 
it audited and reported on the bank's 
accounts in the early 1980s. 

A government decision, set forth in 


| the white paper, not to allow urban 


councillors to serve as ex-officio mem- 
bers of urban district boards was 
strongly criticised. Some members of 


remittances sent by their families. 

Many of the inmates interviewed by 
visiting journalists said they had been 
moved to five or six different camps be- 
fore finally coming to Nam Ha. Their 


| treatment varied depending on whether 


the Ministry of Interior or the Ministry 
of Defence administered the camp, the 
prisoners said. 

*During the first years we had to 
work very hard tending rice, working 
near the hills and planting vegetables," 
said 52-year-old Bui The Dung, who 
served as defence minister during the 
last two days of the Saigon govern- 
ment. 

Many of the high-ranking officials 
said, however, that their lives had be- 
come easier in recent years. Tran Duc 
Minh, who was commander of the 
former infantry institute in the south, 
said he had spent the past few years 
translating English and French military 
books into Vietnamese and studying 
Russian, Spanish, German and Latin. 


|" the Nam Ha camp, which is locat- 
ed in the midst of abruptly rising 
mountains, the prisoners lived in a half 
dozen barracks surrounded by a cement 
and barbed-wire fence. The camp has a 
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the Urban Council, a financially au- 
tonomous municipal body with juris- 
diction over arts, culture, sports and 
hygiene, attacked the government 
move as an attempt to undermine the 
council. The council was set up more 
than 50 years ago. Half of its 30 mem- 
bers are directly elected. 

On the day the white paper was pub- 
lished, brief debates were held in both 
houses of the British Parliament. 
Foreign Secretary Sir Geoffrey Howe 
told the House of Commons the propo- 
sals in the white paper “will prove to be 
the best way of retaining in Hongkong 
the largest quantity of talent.” 

A measure of the number of people 
who want to emigrate from Hongkong is 
the number of applications made each 
year for certificates of no criminal con- 
viction, which are required of emigra- 
tion applicants by many countries. In 
1985, 23,086 of the certificates were is- 
sued by the police, in 1986, 38,200 were 
issued and in 1987, the figure was 
53,471. 

British Labour shadow foreign sec- 
retary Gerald Kaufman described the 
white paper as “very timid.” He called 
the proposal that 18% of Legco’s seats 
be directly elected in 1991 “distinctly 
inadequate” and “a considerable let- 
down.” 

Labour MP John Marek said Howe 
“has caused considerable disappoint- 
ment and a sense of betrayal among a 
large section of the Hongkong commu- 
nity.” He said the Conservative.govern- 
ment’s “sell-out” of Hongkong would 
make the eventual transition in 1997 
“harder rather than easier.” O 





| “happiness room” where inmates met 
| their families during occasional visits. 

| Many of the prisoners said they 
hoped to emigrate after they return to 
Ho Chi Minh City. Lo Van Bao, who 
was once a province chief in central Vie- 
tnam, said he would ask to be allowed to 
join his two children in Canada. 

Vietnamese party chief Nguyen Van 
Linh told a seminar for international 
journalists in January, at which he an- 
nounced that the government had de- 
cided to free all remaining political de- 
tainees, that the released detainees 
would be allowed to emigrate. “We do 
not want to keep them in this country 
once they have decided they want to 
go,” he said. Hanoi has faced interna- 
tional and domestic criticism for con- 
tinuing to hold former officials in re- 
education camps. 

Deputy Minister of Information 
Phan Quang told a press conference in 
Hanoi recently that only 159 officials of 
the former regime would remain in 
camps following the New Year am- 
nesty. Quang said these detainees 
needed more time “to ponder over their 
past and to prove their repentance over 
the crimes they perpetrated against 
their own people" during the war. O 
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Goh-getting generation 


Young leaders touch off succession debate 


By Mary Lee 
Ren remarks by Singapore’s 
second-generation leaders have 
again focused attention on the question 
of who will succeed Lee Kuan Yew as 
prime minister. Lee has publicly ex- 
pressed a desire to retire when he 
reaches 65, which will be in September. 
The question is whether First Deputy 
Prime Minister Goh Chok Tong will 
take charge when Lee steps down. 

In January, Foreign Minister S. 
Dhanabalan was quoted in Jakarta as 
saying: “As far as we [Goh’s peers in the 
ruling People’s Action Party (PAP)] are 
concerned, when the time comes for Mr 
Lee to step down, Mr Goh will take over 
... He [Lee] has said . . . he is prepared 
to step down anytime the younger lead- 
ers want to take over.” A few days later, 
Trade and Industry Minister Lee Hsien 
Loong, who is the prime minister’s son, 
said on a BBC programme: “No minis- 
ter speculates as to when the prime 
minister intends to retire.” 

Early in February Goh was asked by 
a group of visiting Malaysian journalists 
whether he would succeed Lee, the 
Malaysian newsagency Bernama said. 
Goh replied: “We will have to see the 
next elections first before we answer the 
question.” 

General elections are likely some 
time this year, if the pattern of holding 
them every four years prevails. The next 
elections will probably see, for the first 
time, a fundamental change in the tradi- 
tional system of electing one candidate 
per constituency. The government pro- 
poses to institute three-man teams — one 
member must be of a racial minority, 
meaning Malay or Indian — to contest 
up to half the 79 seats, declaring that 
this will ensure the presence of minority 
members in parliament. 

Many observers hold the view that 
Goh’s political career hangs on this 
“team-MPs” proposal — now in the 
form of a bill before a parliamentary 
select committee — passing the elec- 
toral test. This controversial proposal 
originated with the prime minister 
(REVIEW, 11 Feb.), but its apparently 
rough passage, first through the PAP 
and then in public debates, has been 
blamed on Goh, at least by inference. 

Goh’s handling of the team-MPs 
proposal has in fact been sensitive, 
coordinating MPs’ responses and com- 
ments, and amending Lee’s original 
idea of linking two constituencies, one 
of which would have a Malay candidate. 
Goh is also seen as the one responsible 
for putting the bill before the select 
committee and for soliciting “better 
proposals,” which is in keeping with his 


preference for more consultation and 
feedback. 

But Lee, briefing the press on the 
team-MPs proposal recently, said the 
younger leaders, by having avoided 
public explanation of the sensitive issue 
of racial minorities behind the concept 
and instead presenting the proposal as a 
“neat and non-communal” one of set- 
ting up three-man town councils, ended 
up being accused of trying “to fix the op- 
position.” 

Asked if he was criticising Goh and 
his ministerial peers for this, Lee said he 
thought not, but went on to describe the 
younger leaders as “more idealistic” 
than he. “We are in a difficult phase,” 
he added. “I am not enforcing my view. 
Any view, any proposition they reject, 
unless I consider it a matter of national 
security, I will just say: ‘All right, pro- 
ceed your way.’ Because then, there is 
no need for an abrupt change after me. 
It has already been tailored to suit their 
inclinations.” 

Lee is said to be irritated that the 
team-MPs proposal, which he had first 
suggested in 1982, is considered by 
some critics to be a means of undermin- 
ing the opposition. Such a suspicion, 
however, may have its roots in his own 
warning just before the 1984 elections 
that if two of his hand-picked PAP can- 
didates lost, as indeed turned out to be 
the case, he might reconsider the one- 
man-one-vote system. 

This was seen as an indication of 
Lee’s readiness to change the rules of 
the game to keep the opposition out of 
parliament. Goh then tempered this 
warning by suggesting that the issue 
could be decided at a referendum or as 
an issue in another general election. 


othing more has come of Lee’s 

threat to end the one-man-one-vote 
system. Such a change may no longer be 
necessary if the team-MPs concept 
makes it difficult for inexperienced op- 
position parties to contest the next elec- 
tions, some observers say. 

Whether Goh can steer debate in an 
election run-up along the fine line which 
recognises that race plays a big part in 
politics, but which does not incite racial 
emotions, will be watched closely. If the 
opposition parties manage to put even 
one team of MPs into parliament, then 
Goh — who 1s also assistant secretary- 
general of the PAP and in charge of the 
party’s next election campaign, as he 
was in 1984 — will have to take respon- 
sibility for the loss, insignificant though 
this may seem given the PAP’s vast 
majority. The ruling party now has 


76 out of 79 seats in parliament. 

However, even if everything goes ac- 
cording to the PAP's plan and Goh 
emerges victorious with a mandate for 
him to take over, Lee is unlikely to 
step down until another constitutional 
change — to have a popularly elected 
president with a veto over certain 
government policies — has been made. 
Lee apparently had himself in mind 
when he proposed such an executive 
presidency in 1984. 

The feeling among observers is that 
it will be a while before the executive- 
presidency plan is tabled in parliament. 
Despite Lee's public utterances about 
his possible retirement at 65, few obser- 
vers believe he is ready to step down 
when he reaches that age in September 
this year. Some say he will wait at least 
until he is into the middle of his next 
term of office. Another recent theory is 
that while Lee may give up his govern- 
ment position, he will retain his position 
as PAP secretary-general and the power 
that comes with it. 

Goh's less abrasive style of leader- 





Goh: steering debate. 


ship has made him popular with the 
party rank and file, sources say, 
whereas Lee is “feared and respected." 
The only other visible candidate for the 
prime ministership, Lee Hsien Loong, 
is said to take after his father. 

One incident which contrasted Goh 
with the younger Lee was the furore the 
latter caused with his controversial re- 
mark in February 1987 questioning the 
loyalty of Malays in the Singapore 
Armed Forces. Facing his critics in par- 
liament, Lee, in a style which closely re- 
sembled his father's, asserted that “the 
only way to deal with the problem is not 
to pretend it does not exist but to discuss 
it frankly and sensitively." 

Lee Kuan Yew's style has been *to 
state the facts, the realities, rationally." 
Goh, in doing his part to allay fears of 
Malays that their loyalty to Singapore 
was being questioned, said: "Some- 
times, by being rational, we offend peo- 
ple and that is a difficult dilemma to re- 
solve." 
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| By Hamish McDonald in Sydney 


ust over half a year after becoming 

the first federal leader of the Austra- 
lian Labor Party (ALP) to win three 
elections in a row, Prime Minister Bob 
Hawke has been given some telling re- 
minders of political mortality, with a by- 
election loss and the resignation of a key 
lieutenant. Now both the ALP and the 
conservative opposition are waiting on 
elections in Australia’s most populous 
state, New South Wales (NSW), to di- 
vine future political fortunes. 

The ALP was stunned with the by- 
election result in Adelaide, vacated by 
the retirement of former immigration 
minister Chris Hurford. Held by Labor 
for decades, apart from a freak three- 
year interlude in the 1960s, Adelaide 
was rated as highly safe. But the ALP 
candidate was swept aside on a 9% 
swing, after distribution of prefer- 
ence votes, to his Liberal Party op- 
ponent. 

A low turnout, despite compulsory 
voting, amplified the swing but did 
not disguise a strong rebuke that com- 


pu : mentators saw directed at Hawke and 


senior ALP ministers. Before the elec- 
tion Hawke had backed a proposal by 
Telecom Australia, the government's 
domestic communications monopoly, 
to introduce timed local-telephone call 
charges. "I got the message," Hawke 
said afterwards. 

On 9 February, Hawke suffered 
another loss. For some days ALP offi- 
cials had been wriggling with embar- 
rassment over the disclosure of an 
A$10,000 (US$7,100) donation from 
Harris-Daishowa Ltd, a Japanese- 
owned company woodchipping native 
forests for export on the NSW south 
coast. Harris-Daishowa had given the 
money as a campaign contribution, but 
after being received by party presi- 
dent (and immigration minister) Mick 
. Young, the cheque was passed on to the 
. party's NSW branch and banked in the 
administration account — meaning that 
under an electoral law on campaign 
funding introduced by Young himself, 
the donation did not have to be de- 
clared. 

As federal police began an inquiry, 
the ALP produced documents showing 
the mis-direction lay with the state 
branch, not Young. But to general sur- 
prise, Young announced he was quitting 
because of the wounds suffered from al- 
leged pre-judgment by the media. 
| Hawke spent hours trying to talk him 

. out of it, and then tearfully scolded the 
press for having "driven from public life 
-agreat man.” After a pause to recollect 
| the barrages Young had heaped on his 
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‘Hawke pulls in his claws 


Elections and a resignation cloud the ALP’s future 


opponents, few media commentators 
accepted this. 

Although an accident-prone minis- 
ter (having twice had to stand aside be- 
cause of gaffes), Young’s retirement has 
crystalised a mood of disillusionment 
among many ALP supporters. As well 
as adroitly defusing grievances among 
non-English-speaking immigrant groups, 
Young had kept lines open between the 
ALP leadership and its original blue- 
collar constituency. A former sheep- 
shearer who had risen through trade 
union and party ranks, the gregarious 
Young had kept an instinctive feel for 
the concerns of the 
small man. 

By contrast, Hawke | 
and even more so Trea- 
surer Paul Keating, his 
most likely successor, | 
have been widely seen | 
as straying too far from | | 
ALP roots; too com- | 
fortable in the com- | 
pany of tycoons such | 
as Alan Bond and Sir | 
Peter Abeles. Indeed, | 
after the July 1987 | 
election win Hawke | 
and colleagues have | 
been treading more | 

| 


blatantly on party | 
shibboleths. | 

In June, Hawke | 
will be asking the bien- | 
nial ALP congress to § 
lift policy restraints | uis 
on privatisation of |p; 
state enterprises ac- 
quired during the first half of the 
century, which could include Qan- 
tas, domestic carrier Australian Air- 
lines and the Commonwealth Bank. 
The Telecom time-charge proposal was 
part of a general push against sub- 
sidies. 

Proponents of deregulation in vari- 
ous sectors such as transport, stevedor- 
ing and communications — both within 
the ALP and outside — fear the latest 
electoral pressure will cause Hawke to 
cut and run, or at least slow down. 

The same trend also concerns the 
economic "dries" in the opposition 
coalition of the Liberal and National 
parties. Kudos from the Adelaide win 
have rubbed off on opposition leader 
John Howard and raised opposition mo- 
rale, just after Liberal Party administra- 
tion president John Elliott, the Elders 
IXL chief, declared they had deserved 
their defeat last July. But in the process 
Howard has boxed himself in even fur- 
ther against unpopular revenue-raising 
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measures such as timed-charges and in- 3 4 
direct taxes that many “dry” followers |. 


think necessary to match Howard's 
pledged direct-tax cuts. 

The direction of both political camps 
will thus be even more influenced by the 
NSW state elections, which State Pre- 
mier Barrie Unsworth has said will be 
held in March. The ALP’s capture of 
NSW in 1976 had been the first big step 


in the its come-back after the ousting of. 


prime minister Gough Whitlam in 
November 1975. With former barrister 
Neville Wran as premier, the party pre- 
sented a new mixture of liberalism on 
“life-style” issues and pragmatism in 
economic affairs. Federal leaders bor- 
rowed the formula to help bring Hawke 
to power in March 1983. 

Wran retired in 1976 with his reforms 
overshadowed by bitterness about his 
apparent reluctance to pursue corrup- 
tion, cronyism and violence in the state 
ALP machine, police and judici- 

SKETCHbyMogancha ary. His replacement 
was a grim product 
of the party machine, 
former trade union 
chief Unsworth, nick- 
named “Chainsaw Bar- 
» | rie" from his role in 

| choppingawkward col- 
leagues out of their 
We | jobs. Even the eupho- 
i| na of Sydney's spec- 
4 | tacular bicentennial 
"| Celebrations and a 
royal visit has not 
lifted Labor into fa- 
vour, with opinion polls 
® showing the ALP in 
BE for an electoral trounc- 
ing. 
The Harris-Daisho- 
| wa affair was unfortu- 
E nate forthe state ALP. 
In trying to win the 
backing of conserva- 
| tionists, Unsworth had 
earlier attacked the Liberals for au- 
thorising the woodchipping operation 
before 1976 and taking "tainted" cam- 
paign money from the company. 

The Liberal leader in NSW, Nick 
Greiner, is a Harvard Business School 
graduate and probably an economy 
"dry" within the constraints of bread- 
and-butter state politics. A failure 
by the Liberals to win NSW would con- 
firm Howard as a loser. It could be 
argued this would be a case for the 
"wets" to regain control with a more 
compassionate approach, under former 
leader Andrew Peacock. But Canberra 
analysts tend to see Elliott ramming 
through tougher, more coherent poli- 
cies — and pondering again a par- 
liamentary role for himself. 

For Hawke, the loss in NSW would re- 
sult in greatly reduced authority. The 
rightwing ALP machine in the stateisthe 
powerbase for himself and Keating. In 
power in Sydney, the Liberals would have 
12 years of files to dredge through. _ 
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| special computer makes sure that connecting flights park close to each other. 





that’s built for people. 


D sape ^ 


C SR Bi 4 Airports suffer from 
equ the same kind of prob- 

lem the world over. 
They re built for 
planes. Runways, de- 


E 


pots, control towers— everything de- 
signed with airplanes in mind. 

Which isn't a bad idea, of course. 
since it undoubtedly makes air traffic 
safer. 

But it also means that what air- 
ports are really meant for is often for- 
gotten. People. 

If youd like to experience some- 
thing entirely different next time you 
fly to Europe, may we suggest you go 
- 


ET ve o Ki Ha Canenhagen ? 
Il find cosy bars everywhere for that pleasant get-together. Via Cope nhage n: 


It's the first airport designed for 





people and not only planes. 
t Copenhagen Airport has definitely 
| | ' 
got style. Champagne bars de chic 
a - & a ( 
| e 
ae and gastronomic havens galore. 
{es All business travellers (at least 


those flying SAS) have a complete 
business service centre at their dis- 
posal— with offices, telephones, con- 
ference facilities, easy chairs, news- 
papers, cocktail lounge and more. 

All scheduling is designed to mini- 
mize waits—and when you've got 
time on your hands, there's the sauna 
or even a sleeping cabin for your forty 
winks. 

Changing planes couldn't be easi- 


ere are child-care facilities, too. 


er. À computer makes sure connect- 
| | ing flights park close to each other. 

oer — When you arrive at Copenhagen 
Copenhagen Airport is a mecca for bargain hunters. on the SAS Daylight Express, vou Il 
! v find an entire armada taking off for a 
dozen odd cities in Europe within the 
hour. 





Good news, of course, unless you 
find all those temptations at Copen- 
hagen Airport a little difficult to 
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The Businessmans Airline 





SAS. BANGKOK 253-8333. HONG KONG 5-265978. KUALA LUMPUR 2426044 


gant, first-class restaurant? Enjoy a refreshing shower after a long flight. JAKARTA 584110. MANILA 8100798. SINGAPORE 2251333. TAIPEI 7120138 





A monument to freedom 


The megaliths of Stonehenge reach towards the sky in a 
mystifying configuration. Defying convention and 
presumption, they symbolize the spirit and imagination of 
those who erected them. 

At Epson, we encourage the same freedom to dare, to 
challenge, to go beyond. And we are rewarded with the 
innovative technologies and products that mark Epson as a 
company of firsts. 

Imagine a printer small enough to fit into a calculator. Or a 
desk-top performance computer compact enough to fit into 
a briefcase. Or a flat-screen, high-resolution LCD TV tiny 
enough to fit into the palm of your hand. They exist today 
because we looked beyond what was, to what might be. 

Epson's dedication to improving and enhancing daily life 
through its products and technologies first resulted in highly 


reliable, high-performance printers; ranking Epson the world’s 
leading printer manufacturer. Then we developed a varied 
selection of human-engineered, ultra-friendly IBM® PC 
compatible computers. 

The road before us is yet unmarked. 
But the air is clean and fresh: 
holding infinite possibilities for a 
company from which 
anything is possible. © — 
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EPSON. Where anything is possible. 


IBM is a registered trademark of 
International Business Machines Corporation 


JAPAN: SEIKO EPSON CORPORATION Tel: (0266) 52-3131 Telex: 3362435 SINGAPORE: EPSON ELECTRONICS (S) PTE. LTD. Tel: 5330477 Telex: 39536 HONG KONG: EPSON ELECTRONICS TRADING LTD 
Tel: 5-8314600 Telex: 65542 TAIWAN: EPSON ELECTRONICS TRADING LTD. (TAIWAN BRANCH) Tel: (02) 7160855 Telex: 24444 BANGLADESH: FLORA LTD. Tel: 231950 Telex: 642418 INDONESIA: SARANA 
HITECH SYSTEMS Tel: 711043 Telex: 44199 MALAYSIA: EQUATRON (MALAYSIA) SDN. BHD. Tel: 7558322 Telex: 39840 PAKISTAN: ABM DATA SYSTEMS LTD. Tel: 540574 Telex: 23431 SRI LANKA: COMPUTER LINK DATA 


SYSTEMS LTD. Tel: 28641 Telex: 21321 THAILAND: SAHAVIRIYA INTERNATIONAL COMPUTER CO.. LTD 


Tel: 2360295 Telex: 87112 PHILIPPINES: U-BIX CORPORATION Tel: 218-7501/2/3/4/5 Telex: 23120 





Vietnamese troops in Cambodia: time to go home? 3 


CAMBODIA 


Pressures for peace 


Security and economic factors tilt towards settlement 


By James Pringle in Phnom Penh 


he Hanoi-backed regime of Premier 

Hun Sen claims that it has the secu- 
rity situation in Cambodia basically 
under control. At the same time, more 
liberal economic policies, introduced in 
1986, have led to a minor economic 
boom and a measure of prosperity in 
Phnom Penh. 

Why, then, does Hun Sen's govern- 
ment find it necessary to continue the 
difficult dialogue with resistance leader 
Prince Norodom Sihanouk and, if they 
are willing, the two other members of 
the anti-Vietnamese Democratic Kam- 
puchea coalition, the Khmer People's 
National Liberation Front (KPNLF) 
and the communist Khmer Rouge? 

After 17 years of war, all four fac- 
tions in Cambodia are exhausted, and 
Vietnam is under both external pres- 
sure, from Moscow, and such internal 
pressures as economic deprivation due 
to diplomatic isolation, to seek a settle- 
ment. “All sides are now weak enough 
that they know they have to talk," an 
East European diplomat said in Phnom 
Penh. *Everyone is weary of war." 

This also goes for the Vietnamese, if 
the words about “bringing the boys 
home" spoken in Ho Chi.Minh City 
last month by Vietnamese Communist 
Party Secretary-General Nguyen Van 
Linh can be taken at face value, which 
most Hanoi-based diplomats believe is 
the case. 

Linh told an Asia-Pacific media 
seminar that hundreds of Vietnamese 
troops were dying in Cambodia. “This 
we do not want," Linh told delegates. 
"We want to bring them home to work 


in the reconstruction of our country." 

Inside Cambodia, both the economic 
and security situations have attained a 
plateau and are probably about as good 
as they will ever get for Phnom Penh. 
On the economic side, the rice harvest 
which the peasants are now gathering is 
"not so good," say officials, who blame 
late rains. Officials admit Cambodians 
are still tilling only 180 million acres of 
rice compared with 260 million in 1968. 

Despite the economic boomlet en- 
joyed in Phnom Penh through the re- 
gime's careful mix of central planning 
and free-market policies, and the bur- 
geoning "unofficial" trade with Thai- 
land, the country desperately needs the 
benefits of international aid and trade. 
These are denied it because of its politi- 
cal isolation, due to the 100,000 Viet- 
namese soldiers in Cambodia. 

Cheth Saly, an experienced worker 
at the Liberation cigarette factory in 
Phnom Penh, earns only Riels 205 
(US$2) cash per month at the realistic 
"unofficial" exchange rate, though she 
does have government-supplied goods 
of rice, kerosene, sugar, fish, salt, 
cigarettes, cloth and milk. She also has a 
son bringing in Riels 150 a day as a 
pedicab driver, though Riels 80 of that 
goes to renting the vehicle. Most people 
must work at two or even three jobs, or 
trade and barter, to maintain a basic 
standard of living. 

On the security side, non-aligned 
diplomats in Phnom Penh say that the 
government's 30,000 regular troops, 
some of which, at least, look as tough 
and battle-hardened as the Khmer 
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Rouge, and the more than 40,000 
militia, have the security situation in- 
vé the country essentially under con- 
trol. 

At the same time, the Vietnamese 
army has main-force Khmer Rouge 
units bottled up along the Thai-Cambo- 
dian border, these diplomats say. While 
this is true to a point, it seems clear the 
real situation is more complicated. 

Government officials told the 
REVIEW they were unable to arrange a 
requested trip to Kompong Thom, 
north of Phnom Penh, because the secu- 
rity situation there was *not good." This 
has traditionally been the operational 
area of one of the most murderous of 
the Khmer Rouge leaders, Mit 
(brother) Pauk. 


A“ passengers waiting overnight 
outside the yellow stucco railway 
station in downtown Phnom Penh said 
trains and vehicles were still being at- 
tacked regularly around Pursat, near 
Tonle Sap lake in northwest Cambodia. 
Some visitors to Phnom Penh from 
southern Cambodia said people in some 
villages did not know which flag to fly. 

And nocturnal visitors daub a chill- 
ing little rhyming slogan on the walls 
in some villages which, in translation, 
reads: 

"When you eat from a small pot, 

Remember the big pot. 

When you wear a flowery silk sampot 

Don't forget the thick black material 

you once wore. 

When the Vietnamese are gone, 

Each pit will hold 100 corpses.” 

Cambodians know all about these 
pits, and they know “big pot” is a refer- 
ence to the Khmer Rouge’s communal 
kitchens. The message is that those 
who cooperate with the Hun Sen regime 
and the Vietnamese will suffer when, 
under current plans, the Vietnamese 
leave the country in 1990. One Khmer 
Rouge aim is to destroy the Phnom 
Penh government’s infrastructure at vil- 
lage level. 

These Khmer Rouge threats, what- 
ever their capability to carry them out, 
are One reason why most Cambodians 
retain the ambiguous position of want- 
ing the Vietnamese army out of Cam- 
bodia, but at the same time wishing they 
would continue to protect them from 
the Khmer Rouge forces. When the 
Khmer Rouge, led by Pol Pot, were in 
power between 1975 and 1979 they 
slaughtered more than 1 million Cam- 
bodians. 

Few are convinced that the Khmer 
Rouge have changed in any fundamen- 
tal way. Take the case of Kieng Hai, 
aged 28, one of a unit of 30 fighters in a 
remote part of Kompong Chnang pro- 
vince. A Khmer Rouge for 10 years, 
Kieng Hai defected to the other side on 
4 December last year, because he could 
not get enough to eat. He said his 
comrades, whom he called doap chiet 
(nationalist fighters) instead of yota hea 


(warriors), which was the previous 
Khmer Rouge nomenclature, were also 
demoralised because of food shortages. 
But he said that half the unit had new 
arms, and they had recently received a 
supply of new uniforms and hammocks 
from China via the Thai border. He was 
troubled by an old wound, which might 
have prompted him to defect. 
Kompong Chnang officials say that 
there are still 400 Khmer Rouge gueril- 
las in the province and that they repre- 
sent only a minimal threat. “They op- 
erate mostly only in small groups of 
twos and threes and are just intent on 
staying alive,” said Mak Pany, a provin- 
cial administrator, whose own daughter 
was murdered by Khmer Rouge troops 
during the Pol Pot years after she fled 
her commune to rejoin her parents. “We 
have the situation under our control.” 


While this may be true, the question 
remains as to whether those 400 con- 
stitute a worrying base on which the 
Khmer Rouge can build. 

It is because the situation, both in re- 
gard to the economy and to security, is 
on this plateau and is unlikely to show 
dramatic improvement, and that the 
Soviets are putting pressure on Viet- 
nam, that Hanoi and its Phnom Penh 
client have been persuaded to go to the 
bargaining table with Sihanouk. Mos- 
cow, as is now well known, is unwilling 
to underwrite the occupation for ever, 
and Vietnam has ample economic con- 
cerns of its own which its more realistic 
new leadership seems anxious to tackle. 

“We are on a road without an exit,” 
said one Cambodian official. 

It seems that the successful Vietnam- 
ese attacks on the Khmer Rouge and 


other resistance group sanctuaries along 
the Thai border in 1986, may in retro- 
spect have been ill-advised. “It was like 
hitting an ant-hill with a stick,” noted 
one official. “The ants spread out in all 
directions.” 


nd most of those “ants,” it seems, 
were Khmer Rouge. Both 
Sihanouk’s army and Son Sann’s 


KPNLF are completely discounted in 


Phnom Penh. “All they do is sit drinking 
coca-cola on the border,” said one well- 
informed Soviet bloc diplomat. 

Of course, communist regimes never 
relinquish power easily. Phnom Penh, 
at the behest of Hanoi, wants to hold on 
to as much as possible in any settlement. 
The regime also seems to have the back- 
ing of Moscow in this. 

Soviet bloc diplomats say they see no 
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Loose use of ‘Confucian’ 
can lead to confusion 


|: has become fashionable to speak 
of China, Japan, the two Koreas, 
Taiwan, Hongkong and Singapore as 
having “Confucian” systems of society 
or government or economics. These 
places may well have qualities in com- 
mon which have led to their relative 
economic success over recent decades, 
with most outpacing the rest of the de- 
veloped and developing world. Chinese 
civilisation undoubtedly influenced 
them all. Confucianism, as it evolved in 
China, had a dominant role in that 
country in imperial times. And it un- 
doubtedly would be convenient to have 
one adjective which would describe the 
common elements of these societies. 

But close study is necessary before 
deciding that “Confucian” is the right 
shorthand or journalistic adjective. If it 
is not right, some might be misled into 
thinking that a study of Confucianism 
will be a quick way to comprehend the 
working of those societies. False 
analogies with traditional Confucianism 
could be drawn which would hinder real 
understanding. 

A great Chinese. scholar, Gu 
Jiegang, once said that one should “talk 
of one Confucius at a time." By this he 
meant that, over the past 2,500 years, 
Confucianism has changed greatly. 
Confucius himself has been perceived as 
a historical figure, a mythological figure 
(even a magician), and a sage who sym- 
bolised the Confucian orthodoxy at var- 
ious times; that orthodoxy itself evolved 
over time. 

Throughout Chinese history, the 
Confucians had the great advantage of 
writing the dynastic records. They were 


thus able to downplay 
the importance of all 
other schools of 
philosophy, though 
they absorbed some of 
their thinking. Yet 
those other schools 
were strong and persis- 
tent. It would be ironic 
if, long after Con- 
fucianism has been dis- 
carded as the state cult 
of China, foreigners 
gave it further immor- 
tality in their writings. 

And we should 
perhaps note that the 
verbal attacks on Con- 
fucius during the Cul- 
tural Revolution were made for political 
reasons of the day: they were attacks on 
premier Zhou Enlai. It seems likely that 
any present lauding of Confucius also 
has, in part, a current political purpose 
— to extol the late Zhou and those of 
the present pragmatic leaders who see 
themselves as his heirs. 

It would obviously be misleading to 
call Western civilisation today a “Chris- 
tian" civilisation; the influence of 
Greece and Rome, of Judaic and even 
Islamic thought, of rationalism, agnosti- 
cism and atheism has been great. 
Equally, one cannot speak of the Soviet 
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Union or the East European countries 
as being “communist” states, and even 
their high-ranking cadres obviously 
have not read all of Marx, Engels and 
Lenin, or else have ignored their words. 

If we are to use the 
adjective *Confucian" 
about East Asian states 
today, we must give it 
a new and not over- 


simplified ^ meaning. 
We must  visualise 
clearly the late 


20th century Confucius 
about whom we are 
talking. We must 
realise that the Chinese 
contribution to his 
thought is complex, 
and that in Japan and 
Korea there have been 


other additions. 
The modern 
Chinese Confucius 


might be said to have 
absorbed thought from two main sour- 
ces — Chinese culture and what I shall 
call *international" culture. From tradi- 
tional Chinese culture, apart from folk 
customs which predate written history, 
a modern-day Confucius would have 
absorbed thinking from such schools 
as: 

» Traditional Confucianism. He wishes 
above all to re-instil the traditional 
Chinese veneration for education; 
wants an orderly and hierarchical socie- 
ty based on ethical, not religious, pre- 
cepts; and, has become forward-look- 
ing, unlike the earlier Confucius who 
looked back to perfect rule under the 
sages of the past. Unlike his follower 
Mencius, he no longer believes in the 
original goodness of human nature. 

» The Legalists. Our modern Con- 
fucius has absorbed the Legalists' belief 
in "rewards and punishments" as one 














| reason to dismantle the existing admin- 
istration, which now extends down to 
village level, in any settlement. And 
they say the Cambodian army is quite 
capable of providing security for the 
elections envisaged in the peace plan. 
“Why have an international peace- 
keeping force when you already have an 
efficient army in place?" said an East 
European source. 

These diplomats say that the Popular 
Revolutionary Party, the local Cambo- 
dian communist party, is likely to win 
any future free election. This is not out 
of the question, especially since its 
membership has recently increased 
from 16,000 to 20,000, and that under 
the Soviet bloc scenario, the army 
would be providing election security, 
while the existing local administration 
remained in place. 


| basis of government. He probably has 
not forgiven Qin Shihuang who, under 


Legalist influence, burned the Confu- 
cian classics 2,200 years ago but, in the 
best modern Chinese tradition he has 
re-evaluated him. Our modern Con- 
fucius shares Shihuang's desire for Chi- 
nese unity and strength and his willing- 
ness to use the mass power of the people 
to achieve his purposes. At present he 
would prefer to use rewards, now called 
"incentives," but he would not hesitate 
to use punishments if necessary. 
| » The Taoists. Today's Confucius no 
| longer criticises the traditional Taoist 
| interest in elixirs and herbs. He sees the 
Taoists' curiosity in this regard as hav- 
ing done more to promote Chinese 
science than any other Chinese school 
of thought and encourages that interest. 
» The Mohists. Our Confucius may 
well be a Chinese Communist Party 
member or at least a supporter. He ac- 
cepts that Mo Tzu's doctrine of "univer- 
sal love" is nearer the ideal of com- 
munism than his traditional sharply fo- 
cused love for family. He has edged 
away from making this an essential part 
of an orderly society and he no longer 
pines for ancestor worship. As always, 
our modern Confucius is a rationalist 
and accepts the need for family planning 
despite his concern about the effect 
"one-child" families would have on a 
structure of society his ancestors val- 
ued. 
» The Debaters. As a party member or 
| supporter, our modern Confucius has 
| absorbed the sophistic, hair-splitting 
| style of the Debaters. He sees the “cor- 
rection of names" as a necessary part of 
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the present political process — periodi- | - 


| cally needed to ensure that today's or- 
thodoxy never appears to be unor- 
thodox. 

» The Buddhists. Although very suspi- 
cious of spiritually polluting foreign 
doctrines, today’s Confucius tolerates 
religions as part of a necessary “open” 
policy. He can almost think of Bud- 
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Ideally, Phnom Penh officials want 
Sihanouk to assume only a figurehead 


role. One Cambodian minister recently | 


told a group of overseas Cambodians 
visiting from France that the idea would 
be for the prince to take on a position 
similar to that of the “Queen of Eng- 
land, or the Emperor of Japan." 
However, non-aligned diplomats 
here believe that both Phnom Penh 
and its mentors in Hanoi know they 
have to give more. They say some East 
European envoys here fear the Viet- 
namese may risk obstructing Sino- 
Soviet rapprochement by launching a 
new series of attacks at a time when 
they feel the coalition is weak, follow- 
ing Sihanouk's latest resignation as 
president of the resistance government. 
But, given Vietnam's own isolation, 
and Linh's conciliatory line in Ho 


dhism as indigenous; he would prefer to 
think of many of its doctrines as having 
been devised, rather than absorbed, by 
his Sung dynasty neo-Confucian pre- 
decessors. 

In addition to all these and other 
traditional thought, our modern Con- 
fucius has absorbed much “interna- 
tional" culture, both 
scientific and politi- 
cal. He sees science as 
international and the 
great Chinese inven- 
tions such as movable 
type, the compass and 
gunpowder as being 
fundamental to all 
countries’ later pro- 
gress and part of a 
continuum of scien- 
tific advances which 
includes such late- 
comers as electricity 
and the telephone. He 
notes with some plea- 
sure that, after a short 
interlude of 200 years 
or so, China is again 
moving ahead of many foreign countries 
in various fields of science — and, with 
less pleasure, that Japan, China’s former 
pupil, is well ahead of most of the world. 

Today’s Confucius has also absorbed 
foreign political ideas, in particular 
Marxism and democracy. He can square 
a “people’s democratic dictatorship” 
well enough with the traditional hierar- 
chical system, particularly if intellec- 
tuals play their proper part in that dic- 
tatorship. It is harder for him to recon- 
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‘magician ‘and sage. 


| other ideas. We should perhaps be 
| chary of using the adjective until the 





Chi Minh City, such action is unlikely. 
These non-aligned envoys believe 
Hanoi and Phnom Penh must and will, if 
necessary, concede more — even to the 
extent of accepting Sihanouk as a work- 
ing president. HEN 
They note that the Soviets have their 
own independent approach to Cam- 
bodia, separate from Hanoi's, and that 
"the Cambodians probably take more 
guidance now from the Russians than 
the Vietnamese." Certainly, there are | 
now more than 1,000 Soviets here, and | 
their embassy staff is large; / ^. . | 
Added to all this are the expectations | 
that have been raised; the cl E: 
peace that has emerged here among | 
Cambodians exhausted of war. As one | 
East European diplomat here admitted: 
"This is an ugly situation andit must end 
soon." p 





























cile collective leadership with the earlier 
concept of an all-powerful son of 
heaven, but it can be done, just, by see- 
ing the party as the new son of a hea- 
ven which is no longer seen as a time- 


less impersonal force to be pro- 
pitiated. 
Today’s Confucius has many 


more problems with 
thoughts about plura- 
list democracy, which 
have percolated 
through the intellec- 
tuals of China for |... 
about a century. How- | 

ever, he realises the 
attraction such an 
idea has for intellec- 
tuals, and that, as stan- 
dards of living and 
the level of education 
rise, that attraction 
will grow. And so, 
being a practical 
politician, he com- 
promises and advo- 
cates “political re- 
form” — greater de- 
mocracy within the party. But for our | 
Confucius, the party must indefinitely 

maintain its leading role, and thus pre- 
serve the orderly and stable society 
which he, like his predecessors, regards 
as the basic aim of good government. 

So as not to be misled, a reader 
would need to realise that the use of the 
shorthand word “Confucian” in regard 
to current Chinese society denotes all 
the above varied strands of thought, and 
that its use in regard to Japan, Korea 
and other territories would connote yet 





portrait of today’s Confucius is much 
more clearly delineated and the mean- 
ing of the adjective fully defined. Other- 
wise, understanding Confucianism, while 
seeming like a panacea, would fail 
to further our comprehension of mod- 
ern Chinese or East Asian society. B 








FOREIGN RELATIONS 


A new Indian summer 


Reagan and Gandhi overcome past bilateral problems 


By Nayan Chanda in Washington 


fter a roller-coaster ride lasting sev- 

eral decades, relations between 
India and the US have reached a more 
stable level. Although the question 
of US aid to Pakistan and American 
concern over India’s nuclear program- 
me continue to affect bilateral ties, 
Washington and New Delhi seem eager 
to continue the defence and techno- 
logical cooperation begun three years 
ago. 

à The events of January perhaps best 
illustrate the new maturity in the re- 
lationship. The US decision last De- 
cember to waive its nuclear non-prolif- 
eration laws and provide US$480 mil- 
lion in economic and military aid to 
Pakistan seemed to have brought Indo- 
US ties to a new low amid an uproar in 
New Delhi over a “hostile” US policy 
and demands for recalling the Indian 
ambassador from Wash- 
ington. But by late 
January the two sides 
were talking business as if 
nothing untoward had 


A high-level Indian 
delegation from several 
government departments 
was in Washington late 
last month to review the 
memorandum of under- 
standing (MoU) signed in 
1985 and discuss ways of 
expediting the purchase 
of dual-use — meaning civilian and mili- 
tary — American technology. An In- 
dian Defence Ministry team is expected 
to arrive in the US this month to begin 
discussions on buying sophisticated 
military equipment. — . 

Both Reagan administration officials 
and Indian diplomats express quiet 
satisfaction that the relationship has 
overcome the emotional imbalance of 
the earlier period. What has made the 
change possible is the US recognition of 
India's growing importance as a region- 
al power and a pragmatic approach by 
India in seeking US technology to 
realise its full potential. 

Despite Indian frustration at its fail- 
ure to obtain some sophisticated US 
technology and the often protracted de- 
bate over safeguards, the technology 
collaboration in itself has helped to 
cushion the relationship from the buf- 
feting of political differences. 

In the first three decades since In- 
dian independence, New Delhi’s ties 
with Washington ranged from the bit- 
terness of the Cold War of the 1950s, to 
military cooperation against China in 
1962, and a US arms embargo in 1965 to 
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the US *tilt" towards Islamabad in the 
1971 Indo-Pakistan war. Relations 
began to improve again in 1978, but 
quickly reached a new low in 1979 when 
India did not come out against the 
Soviet invasion of Afghanistan. In 1981 
President Reagan launched, to the dis- 
may of India, a six-year programme of 
massive military and economic aid to 
Pakistan. 

Despite US displeasure at India's 
Afghan posture, in the ensuing years 
there was a reappraisal in Washington 
about the nature of Indo-Soviet rela- 
tions and a rethinking of India's long- 
term strategic value to US interests. The 
result was a secret National Security 
Decision. Directive No.. 147 (NSDD- 
147) signed by Reagan on 11 October 
1984. The directive instructed all US 
Government agencies to seek improved 
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relations with India and accommodate 
Indian requests for dual-use technol- 
ogy. This Reagan initiative marked the 
beginning of a new phase in the rela- 
tions. 


pe with officials and analysts 
indicate that US policymakers con- 
cluded by 1984 that despite Indian un- 
willingness to condemn Moscow's inva- 
sion of Afghanistan, the country re- 
mained a strategic barrier to Soviet ex- 
pansion to the south. India's industrial 
base had developed to a level where it 
was seen ready and willing to grow out 
of its total dependence on Soviet arms. 
Looking to the future, US planners see 
India emerging as a major naval power 
in the region and its friendship would be 
valuable in maintaining US strategic in- 
terests in the Gulf and the Arabian sea. 

Washington also saw the growing 
economy of India as a vast potential 
market where US economic and 
strategic interests could be fruitfully 
combined. The late secretary of com- 
merce Malcolm Baldrige put it bluntly 
in 1985 while describing the role of high 
technology in developing relations with 


China and India. “Aid on technology to 
modernise their [China and India] in- 
dustries is their single biggest need right 
now. And if that is met by the US, we do 
have a chance to change relations in the 
geopolitical sense, not just in the trade 
sense." 

Although success in a geopolitical re- 
alignment is not in sight, Indo-US co- 
operation has grown steadily. Since 
1974, US Navy ships have begun low- 
key visits to Indian ports. While the US 
does not declare whether its ships carry 
nuclear weapons and India bars foreign 
nuclear ships from calling, the two have 
found ways working around their stated 
policies. 

In August 1985, a few months after 
Prime Minister Rajiv Gandhi's highly 
successful visit, an Indian defence team 
made an extensive tour of US arms in- 
stallations to prepare a shopping list. In 
what appears to be the first concrete re- 
sult of the NSDD-147, the MoU was 
signed and put into effect in 1985. In 
protracted negotiations India accepted 
safeguards required by the US for the 
transfer of sensitive technology. 

The *flagship" of the new technol- 
ogy cooperation, as a State Department 
official put it, was the US 
agreement to let its de- 
fence industry collabo- 
rate in the Indian deve- 
lopment of a light-combat 
aircraft (LCA). In 1986 
the US granted India a li- 
cence to buy a top-of-the- 
line General Electric 
F404 jet engine — a li- 
cence it has not granted to 
China. Some 30 US cor- 
porations have been talk- 
ing with India on the sale 
of avionics, flight control 
systems and composites for the airframe 
of the LCA. 

Early last year, after a prolonged in- 
ternal debate which was resolved by 
presidential intervention, the US 
agreed to sell India a Cray XMP-14 
supercomputer. Although the super- 
computer was less powerful than XMP- 
24 that New Delhi had sought, it was the 
first supercomputer sale to a country 
outside the Western alliance. India has 
also signed a deal for the co-production 
of the LM2500 gas turbine engine for 
use in Indian naval ships. As a result of 
the MoU, military and dual-use exports 
from the US to India have risen in re- 
cent years. 

During his visit to Washington last 
October, Gandhi said that the two 
countries had agreed to explore "other 
avenues" in the field of defence. 
Sources said that India was interested in 
sea-bed sensors, sonars, laser-guided 
bomb kits and air-combat simulators, 
and the US has agreed to discuss them. 
But some analysts doubt that the US 
would agree to part with such sophisti- 
cated items because of Washington's 
concerns over the recent Indian acquisi- 


tion of a Soviet nuclear-powered sub- 
marine. 

Some Indian sources too remain 
sceptical about reaching a satisfactory 
agreement for end-use military sales. 
“In the last 10 years we have intermit- 
tently talked about military sales but no- 
thing much has happened because of a 
basic problem of the US right to cut off 
sales at any time it chooses,” one Indian 
official said. 

The long-standing Indian fear of a 
unilateral cut in military supplies could 
not have been alleviated by develop- 
ments in the US Congress in 1987. 
Reacting to India’s pledge to give 
Nicaragua economic aid worth US$10.4 
million the House of Representatives’ 
foreign affairs committee cut the pro- 
posed US$50 million US economic aid to 
India to US$35 million. The Indians 
were shocked by the virulence of attacks 
by Democrats as well as Republicans on 
what was labelled as India’s “anti-US” 
stand in world affairs and its opposition 
to Israel. 


M ore serious was the surprising move 
in a Senate subcommittee in De- 
cember that not only reversed the ear- 
lier sanction on aid to Pakistan because 
of its violation on non-proliferation 
laws, but also proposed a cut-off in aid 
and technology transfer to India be- 
cause it had not accepted international 
safeguards for its nuclear facilities. Al- 
though the anti-Indian part of the legis- 
lation was finally defeated, aid to Pakis- 
tan was resumed with a 30-month 
waiver of the non-proliferation clause. 

The fight over aid to Pakistan 
brought into sharp focus the US di- 
lemma in trying to develop relations 
with the Subcontinent and at the same 
time prevent the spread of nuclear 
weapons. It may also have underlined to 
India the need to separate its problems 
with Pakistan from bilateral relations 
with the US. And there is increasing ac- 
ceptance in Washington and New Delhi 
that they would have to live with that 
difference. 

Indian Ambassador to Washington 
P. K. Kaul says: “Pakistan will always 
remain a problem, but instead of mak- 
ing it the key determinant one should 
make it one of the 50 items." 

US officials acknowledge that their 
and New Delhi's perspectives differ be- 
cause Washington looks at India and 
Pakistan in the context of the East- West 
conflict, while historical animosities of 
the two South Asian neighbours domi- 
nate their view of Washington. 

While in recent years Washington 
has publicly acknowledged India as a re- 
gional power — and in some ways an- 
nointed this approach by publicly hail- 
ing India's role in Sri Lanka — it has 
treated Pakistan as more of a West 
Asian than Subcontinental power. In 
deference to India, Washington has re- 
frained from giving Colombo military 
help in dealing with the ethnic Tamil in- 
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surgency but its security aid to Pakistan 
has been guided more by its strategic 
needs in Afghanistan and the Gulf than 
by Indian concerns. 

The West Asian angle means that an 
end to the Afghan war would not sud- 
denly devalue Pakistan's importance. A 
senior administration official said: 
"While Pakistan would not obtain as 
much generous help as it gets now, rela- 
lations will continue. We have an his- 
toric association with Pakistan. Also, 
the turmoil in neighbouring countries 
ensures our continued interest in Pakis- 
tan." Although the official would not 
elaborate on the “turmoil” in neigh- 
bouring countries, it certainly included 
Iran. Pakistan is believed to be serving 
as a quiet US conduit to Iran. 

The continued US need for Pakistan, 
Indian sources say, could also mean that 
Washington would not let non-prolifer- 
ation concerns stand in the way of its re- 
lations with Islamabad. If the congres- 
sional moves of last December are any 
indication, Washington would take a re- 





Solarz; AWACS aircraft: new aggressiveness to lobbying. 


gional approach and call on both India 
and Pakistan to undertake nuclear re- 
straint rather than use its aid to pressure 
Pakistan. 

However, the situation could change 
with the election of a Democratic presi- 
dent in November. Democrats have 
generally been more concerned 
about non-proliferation. Representative 
Stephen Solarz, Democratic chairman 
of the House subcommittee on Asian 
and Pacific affairs, pushed through a bill 
in 1985 — dubbed the Solarz amend- 
ment — which would cut off US aid to a 
country illegally acquiring nuclear 
material or technology for making nu- 
clear weaponry. Last month Reagan 
acknowledged that the Pakistani in- 
volvement in a recent nuclear smuggling 
case triggered the Solarz amendment 
and he had to use his “right of waiver" to 
continue aid to Pakistan. Solarz is plan- 
ning legislative moves to eliminate or at 
least restrict the president's power to 
overrule the Congress on non-prolifera- 
tion. Oo 





Rivals on 
Capitol Hill 


Subcontinental lobbying gains 
momentum in Washington 


Fo decades the rivalry between In- 
dia and Pakistan has been played out 
in Washington in quiet lobbying by their 
respective embassies and occasional 
high-level visitors from the two coun- 
tries. But since last year, amid the con- 
troversy over Pakistan’s clandestine nu- 
clear programme threatening its six- 
year US$4.02 billion American aid 
package, and India’s growing interest in 
acquiring US technology, Subcontinen- 
tal lobbying has acquired a new aggres- 
siveness. 

One of the early signs of a new stage 
in the battle for US congressional hearts 
and purse-strings came in the first quar- 
ter of 1987 when rival groups of Indian 
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and Pakistani residents demonstrated 
on Capitol Hill as a congression- 
al committee considered the sale of 
AW ACS — airborne warning and con- 
trol system — aircraft to Pakistan. 
While the demonstrations were a visible 
reminder that the Subcontinental 
rivalry had reached Washington, the 
more effective lobbying was done out of 
sight. 

"To help its highly suave and influen- 
tial ambassador Jamshed Marker, 
Pakistan hired a well-connected Wash- 
ington lobby firm, Neill & Co. A 
number of sources in the US Congress 
and the administration told the REVIEW 
that much of the credit for the recent Se- 
nate action which helped restore aid to 
Pakistan and put India on the defensive 
goes to Neill & Co. The company has in 
the past helped Morocco and Turkey to 
gain favour in the Congress, and lists 
Jordan, Egypt and Kenya among its 
clients. 

It devised a strategy, as one congres- 
sional aide put it, “that would appeal to 
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want fairplay.” The head of the firm, 
Dennis Neill, argued that to deny aid to 
Pakistan because of its nuclear pro- 
gramme would not only jeopardise vital 
US interests in that region but was also 
tantamount to penalising it for being a 
decade behind India in its nuclear pro- 
gramme. 

The idea that the Pakistani nuclear 
programme was in response to India’s 
and that a lasting solution to the non- 
proliferation problem lay in a regional 
approach has been advanced by the 
Reagan administration itself. It has 
been welcomed by Pakistan and re- 
jected by India, which cites China's nu- 
clear capability as its reason for not giv- 
ing up the option for itself. 

Neill gave a new twist to the debate 
by calling for an end to US aid and tech- 
nology transfer to India for failing to 
open its nuclear installations to interna- 
tional inspection. Operating quietly 
through staffers and individual sena- 
tors, Neill succeeded in persuading the 
Senate subcommittee for foreign opera- 
tions to adopt his views in a surprise bill. 
In the subsequent legislative manoeuvr- 
ing, the opponents of aid to Pakistan 
were forced to accept a 30-month 
waiver for the aid package in return for 
dropping the anti-India provisions of 
the bill. 

Indian officials, who were embit- 
tered and surprised by the Senate move, 
played down Neill's role. According to 
them, the administration, embarrassed 











the US for trying to smuggle material 
for reprocessing plutonium — kept the 
Pakistani aid issue alive by passing the 
blame on to India's nuclear programme. 
Neill only implemented the administra- 
tion's strategy on the Hill. 

However, Stephen Solarz, a major 
opponent of the Senate bill, praised the 
lobbyist. He added: “I don't think that it 
was a question of Neill convincing or 


pressuring people [senators] into taking 


| 

| action they otherwise wouldn’t have 
| taken, as it was a question of his helping 
| to devise a legislative strategy which en- 
| abled them to translate their concerns 
| into legislative action.” 

| W hatever be the credit due to Neill 
| & Co., which normally charges an 
| annual fee of US$300,000, the legis- 
| lative wrangling in December brought 
| home to India the value of professional 
| lobbying. The Indian Embassy — which 
| does not have a lobbyist, but only en- 
| gages a public-relations consultant, who 
| arranges occasional dinners with dig- 
| nitaries and speaking tours for the am- 
| bassador — was left to its own devices in 
| coping with the threat from the Senate. 

| The Indians were, however, help- 
| ed by a spontaneous. lobbying effort 
| mounted by several major high-technol- 
| ogy and defence firms who have signed 
or hoped to sign lucrative contracts with 
India. Observers say that this informal 
coalition of traders, manufacturers and 





MATTH P teet mt tiir ra tee ierat deeem a rre ta M PA TA ter 


By Salamat Ali in New Delhi 


T he expanding economic and defence 
cooperation between India and the 
US marks a new stage in their bilateral 
relations. : 

As a sign of their strengthening ties, 
the US has recognised India's need to 
protect its political and military in- 
terests in South Asia. Last November, 
President Reagan praised Prime Minis- 
ter Rajiv Gandhi for sending Indian 
troops to Sri Lanka to end the ethnic 
conflict there. 

At the same time, Gandhi's liberal 
economic policies have opened up in- 
vestment opportunities for the US. 
Moreover, the American defence in- 
dustry is poised for major collaboration 
ventures to upgrade Indian military 
hardware. US Ambassador to India 


| John Gunther Dean said recently that 


the transfer of US military technology 
"represents only a small corner in the 
overall picture of the Indian defence es- 
tablishment. We have, however, every 
reason fo expect further cooperation." 





| New line, new light 


Changed policy perceptions improve Indo-US ties 


| _In recent years, a large number of 

joint ventures and collaboration agree- 

ments have been signed by major US 

firms with Indian companies, most of 
| which are in such high-technology fields 
| as electronics, precision instruments 
| and computers. Since 1985, US collab- 
| oration deals have numbered more than 
{ 
i 





100 annually. Indian businessmen have 

also made a modest beginning of invest- 
| ments in the US, mainly in banking, 
| hotels and computers. 
|] Indian leaders see another dimen- 
| sion to the growing relationship with the 
| US. In the context of their unarticulated 
rivalry with the other Asian giant, 
China, they note that the earlier US 
| euphoria over the potential China mar- 

ket has subsided. While China will re- 
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main a significant economic partner of - 


| Sino-Soviet ties is likely to affect Pe- 

king's economic attraction to Washing- 
| ton. In that event, India could stand 
| to gain — politically and economical- 


| 
| 
i 
| the US, any significant improvement in 
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investors supporting India, may signal a 
new type of lobbying for the Subconti- 
nent in Washington. 

Increasing Indo-US contact also has 
encouraged the resident Indian commu- 
nity, estimated to be 700,000, to take in- 
terest in political events. One local or- 
ganisation — the Indian American Forum 
for Political Education — was reported- 
ly called upon by the Indian Embassy 
for help when the Senate subcommittee 
passed the controversial bill. The or- 
ganisation could not do much because 
of the suddenness of the development. 

In recent months, local Indian 
groups have begun to focus attention on 
national politicians. The American As- 
sociation of Physicians from India or- 
ganised in December a fund-raising din- 
ner for Sen. Paul Simon, a Democratic 
presidential candidate. Simon favours a 
strict application of non-proliferation 
legislation in giving aid to India and calls 
for greater Indo-US cooperation and 
continued US economic aid to India for 
its industrial development. 

In December, the Indo-US Political 
Action Committee (IUPAC) was regis- 
tered as a non-partisan lobbying or- 
ganisation to “inform” the US about 
“India and the concerns of India and the 
Indian community here." The IUPAC 





plans.to hire a lobbyist in Washington to: 


influence the Congress. While these or- 
ganisations are primarily interested in 
protecting the interests of people of In- 
dian origin living in the US, they could 
also exert influence on congressional 





ly — from the US, the reasoning goes. 
Indian decision-makers believe that 
the improvement in bilateral relations 
partly stem from a change in the US per- 
ception of Indian policies. When the 
late Indian prime minister Indira Gan- 
dhi used to assert that her policy of non- 
alignment was a positive factor in 
achieving global stability and reducing 
international tension, few in the US be- 
lieved her. But her successor now finds 
that he can make the same assertions 
and Washington tends to believe him. 


owever, Indians are aware that no 
two countries can expect to see eye- 
to-eye on all issues. New Delhi expressed 
its dissatisfaction as Washington prefer- 
red to ignore Islamabad's clandestine 
nuclear-weapons programme in direct 
violation of US laws. As there is little 
India could do to influence Washington 
on the matter, New Delhi has learned to 
live with it. But at the same time, India 
is unlikely to give up its own nuclear op- 
tion, much to the dismay of the US. 
Similarly, following years of protests 
against the militarisation of the Indian 
Ocean — particularly by the US, which 
has a base on Diego Garcia — New 
Delhi is now reconciled to superpower 
military rivalry in its backyard. While 
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leaders on foreign policy issues in 
favour of their original homeland. 

The Pakistani community in the US, 
estimated at 200,000, does not appear to 
be as organised or active, perhaps be- 
cause of its small size. The close rela- 
tions Pakistan has enjoyed with the US 
have also obviated any need for lobby. 

An organisation, called The United 
States-Pakistan Alliance, was set up in 
1982 by Charles Nassem, a former 
Pakistani airforce pilot. But it seems 
more geared to promoting business than 
to political lobbying. Among those who 
have served as honorary co-chairmen of 
this group are: a former chairman of 
General Dynamics, which makes F16 
fighters; the chief executive of Martin 
Marietta, an aerospace company, with 
interests in missile-building in Pakistan; 
and Armand Hammer, chairman of Oc- 
cidental Petroleum. 

Nassem told 
the “Alliance” has 
ful in "getting bil- 
lions of dollars in 
aid." But a Pakistan 
Embassy official in 
Washington, dismiss- 
ed the organisation. 
"It is a sham. No- 
thing concrete has — 
come of it in the two 
years I have been 
here. The Alliance 
doesn't mean any- 
thing at all." 

— Nayan Chanda 
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India continues to 
support the holding 
of a UN-sponsored 
conference to make 
the Indian Ocean a 
zone of peace, the 
Stridency in its ad- 
vocacy is lacking. 

At the height of US-Soviet rivalry in 
recent years, Washington feared that 
India might let the Soviet navy use its 
east-coast port of Vishakhapatnam as a 
staging point between Vietnam and the 
Indian Ocean. But Indian officials as- 
sert that no foreign vessels have been al- 
lowed into that port. In fact, in the past 
year, more US ships than Soviet ones 
have made friendly calls at Indian ports. 

A traditional irritant in Indo-US ties 
has its roots in domestic Indian politics. 
For example, when the opposition 
launched an anti-Gandhi campaign 
early last year, the ruling Congress 
party quickly dubbed it a CIA plot. 
Politicians have often succumbed to 
blaming the US for most of India’s 
domestic problems, though such allega- 
tions have been absent since Gandhi’s 
US visit last October. But if the accusing 
finger is pointed at the “hidden foreign 
hand” during a future domestic crisis, 
Indo-US ties could sour again. 




















Gandhi: assertions. 


Voice of the 
superpowers 


The Soviets have wide support 
in India, but the US is gaining 


"Fee pro-Soviet lobby in India has 
been losing its influence in recent 
years, while advocates of the US cause 
have made steady gains. Both lobbies 
are informal groupings of like-minded 
people and associations which eschew 
superpower labels. But pockets of pro- 
Soviet leanings are better established 
and more easily identifiable. 

The main asset of the Soviet lobby is 
that Moscow is generally viewed as a 
trusted friend, who has come to India’s 
help at critical junctures. It is widely be- 
lieved that but for Soviet assistance in 
key sectors — power generation, steel, 
electrical and heavy 
engineering — India’s 
industrial infrastruc- 
ture would not have 
developed and the 
country would be less 
self-reliant than it is 
today. Soviet support 
in the 1971 Indo- 
Pakistan war fur- 
ther solidified Indo- 
Soviet defence ties 
and, currently, most 


of India's military 
hardware is Soviet- 
designed. : 


At the forefront 
of the Soviet lobby 
is the Indian com- 
munist movement, 
which split in the 
1960s into two par- 
ties. The Communist 
Party of India (CPI) 
continued its pro- 
Moscow line, while the rival Com- 
munist Party of India—Marxist (CPI-M) 
preferred an independent but some- 
times pro-Peking line. In recent years, 
the Soviets have also been cultivating 
the CPI-M. 

While the CPI’s influence is largely 
limited to a few seats in parliament and 
some of the state legislatures, the CPI- 
M — the larger and better organised 
party — controls two state govern- 
ments. If the two communist parties 
were to unite, they could pose the 
biggest single challenge to the ruling 
Congress party. 

But the communists are aware that a 
unified communist grouping could send 
alarm bells ringing and could even 
polarise all non-communist and right- 
wing forces against them. All the same, 
the communist lobby has become a 
force which cannot be totally ignored by 
New Delhi. 

Within the government, bureaucrats 
who decide on buying military equip- 
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ment from abroad and the heads of pub- 
lic-sector enterprises, who trade with 
the Soviets, also have reasons to treat 
Moscow favourably. More than a third 
of India’s foreign trade is with the Soviet 
bloc, and the public sector dominates 
exports to the Soviet Union. 

But the Soviets realise that India is 
too big and complex a country to be 
manipulated on ideological grounds 
alone. It is aware of the limitations im- 
posed by the rivarly in domestic politics 
between the ruling Congress party and 
the communist parties. For example, 
the Indo-Soviet Cultural Society, a 
communist front organisation, com- 
petes with the Congress body, the 
Friends of the Soviet Union, which has 
to be shown higher consideration if the 
Congress is not to be antagonised. 
Hence the Soviets have sought to build 
bridges on a non-ideological basis 
too. 

Moscow has begun cultivating spe- 
cial ties with private Indian traders, 
many of whom use wealth accumulated 
by evading Indian tax, customs and cur- 
rency regulations. The Soviets are no 
longer averse to conniving with private 
traders, who are more confident in 
striking underhand deals with Mos- 
cow than with democratic countries 
where the risk of being exposed is great- 
er. 


B ut while big Indian businesses have 
extensive ties with the US, the main 
American ally in India is the expanding 
upper-middle class, numbering some 
25-30 million. This group, like its West- 
ern counterpart, is consumption- 
oriented. 

A craving among this group for 
Western consumer gadgets is apparent 
even among less affluent urban Indians, 
who aspire one day to join the upper- 
middle class. The ambition of young 
men from these two groups is to study at 
some US university; there would be few 
takers of scholarships to study in Mos- 
COW. 

Moreover, there are some 700,000 
people of Indian origin resident in the 
US, most of whom are well-paid profes- 
sionals. Indian academics have for long 
had strong links with US universities. 
Contacts with Soviet academics are few 
and largely officially inspired. Top 
Indian bureaucrats and politicians 
read Western newspapers for their 
world view; few look to the Soviet 
press. 

Even in the opposition camp, the 
growth of anti-communist groups is 
noticeable. Most of the political parties 
and social movements which have 
sprung up to meet regional aspirations 
— based on language, religion and 
ethnicity — tend to be anti-communist 
and therefore anti-Soviet. The fast- 
growing farm lobby made up of land- 
owning farmers who have become a po- 
tent rural force in recent years has little 
time for Marxists. — Salamat Ali 
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INDONESIA 


Military manoeuvring 


Armed forces chief Murdani steps down but not out 


By Michael Vatikiotis in Jakarta 


W ith a month to go before President Suharto is re-elected for his fifth five- 
year term of office, the president has once again demonstrated his flair 
for making decisive moves when everyone least expects them. Gen. Benny 
Murdani, emerging from a meeting with the president on 10 February, an- 
nounced that he will step down as armed forces commander after the first 
week of March. Murdani will hand over command of Indonesia’s 280,000- 
strong armed forces to Gen. Try Sutrisno. 

Few observers are now in any doubt that the 66-year-old president is pre- 
paring the ground for the appointment of his new government after 11 March. 

Murdani’s departure was not unexpected. Nor is his replacement a surprise 
appointment. On recent visits to Europe, the US and the Subcontinent, dip- 
lomatic sources say Sutrisno was virtually introduced as Murdani’s successor. 

The timing of the announcement, coming a month before the re-election of 
Suharto, who is running unopposed, has intensified speculation about 55- 
year-old Murdani’s political future. In the past, Suharto has announced 
changes of military command simultaneously with appointment of new 
cabinets — shortly after his re-election. This time, however, there was no sign 
of the nervousness and insecurity associated with past changes in the top mili- 
tary post. This suggests that Suharto has full confidence in Murdani. Also, the 
fact Murdani made the announcement is a sign he is sure 
of the future. 

Few doubt that Murdani’s departure is only tempor- 
ary. Despite rumours of a power struggle within 
Suharto’s “inner court,” involving a split between Mur- 
dani and State Secretary Sudharmono, there is nothing 
to suggest that this is a reason for Murdani’s decision to 
step down. More compelling is the view of sources close 
to the military that Murdani is indispensable. 

Effectively the second most powerful man in the 
country after Suharto, Murdani is popular at all levels 
both within and outside the armed forces. “He is seen as 
a symbol of security and leadership who is not afraid to 
address national problems in a direct way,” said a West- 
ern diplomat. 

The thinking here is Murdani will be appointed defence 
minister. This would mean he could retain command of 
Kopkamtib, the powerful internal security and intelli- 
gence apparatus, thereby enhancing his new position. 

However, as speculation intensifies that Suharto may 
appoint a new vice-president, the fact that Murdani's re- 
signation occurred before the presidential election has 
fuelled rumours that he may be considered as a candidate 
for that post. The view of some is that the authority Mur- 
dani commands would be of help to the president, should ! 
he choose either to see out the full five-year term or step down before 1993, 

Another aspect to these changes is that they represent a considerable move 
towards the rejuvenation of the high command. Sutrisno, at 52, is seen as a 
leading member of the younger generation of officers now emerging in key po- 
sitions. An influential political commentator recently remarked that “the next 
few months will see the retirement of the entire ‘Generation of 1945” together 
with the transitional, or ‘bridging’ generation, and their replacement by the 
so-called *academy' generation [those who graduated from the Indonesian 
military academy at Magelang starting in the early 1960s].” 

In the past two months, the appointments of Rear-Adm. Soedibio 
Rahardjo as administrative assistant to the armed forces commander, Lieut- 
Gen. Sudjana as Defence Ministry secretary-general, Rear Adm. Wagiman as 
commander of the Western Fleet and now Eddy Sudrajat as army chief of staff, 
have supported rumours that the replacement of many top military leaders by 
younger men is already in progress. The new appointees are close to Murdani. 

Undoubtedly more attention will now focus on Sutrisno. Asa Javanese anda 
devout Muslim who served as Suharto’s aide-de-camp and held the prestigious 
Jakarta regional command, Sutrisno has been tipped in the past as possible 
presidential timber. | 





Murdani: indispensable. 


—————————————————— S ——————MMO— 


KLM cable lifts?” 


“Of course, if that solve s 
the shipper’s problem” 
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A shipper's transportation needs reach way beyond the world, they have grown to understand the needs of shippers. 
the airport. And that is something KLM realizes And have developed services which are really 

only too well. comprehensive. Services which demonstrate that KLM Cargo 
Which is why they offer tailor-made solutions to really does take things further. 
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GUEST TRAVELLER'S TALES Rodney Tasker 


e THE Thais are not particularly fond 
of foreigners but they tend to like the 
British, as opposed to loud Americans, 
aggressive Japanese, pushy Germans or 
arrogant French. And, of course, the 
British are not communist. Above all, 
the British have an intact monarchy, an 
institution with which the fiercely 
royalist (and never colonised) Thais can 
instantly identify. So it was not surpris- 
ing that Britain’s Prince Charles and the 
Princess of Wales had a hugely warm, 
sincere welcome when they arrived in 
Thailand on 3 February for a three-day 
visit en route home from their sojourn 
in Australia, where they joined that 
former colony’s bicentennial celebra- 
tions. 

Yet the visit’s success was not en- 

tirely predictable. For weeks before the 
royal couple’s arrival, the British Em- 
bassy had been sweating on the top line 
that the Fleet Street press gang accom- 
panying the heir to England’s throne 
and his wife would not probe too deeply 
into comparisons between Charles and 
his Thai royal counterpart, Crown 
Prince Maha Vajiralongkorn. 
e WHILE the British royal couple 
were in Bangkok officially to convey 
their congratulations to King Bhumibol 
Adulyadej on his 60th birthday, it was 
the Crown Prince who acted as their 
day-to-day host. While Prince Charles 
and Princess Di are used to being bat- 
tered almost daily by an irreverent Lon- 
don press which sees their every move- 
ment and posture as a subject for front- 
page critical treatment, any such press 
coverage of the Thai royal family is a de- 
finite no-no, because the Thais love and 
respect their hard-working king and 
woe betide anyone who utters criticism 
of the palace. 

The young Crown Prince has yet to 
reach the heights of the pedestal of his 
father, whom he will eventually suc- 
ceed. But any comparison by Fleet 
Street of his immensely powerful posi- 
tion as the heir-apparent (some analysts 
even speculate that he may become à 
second king during the lifetime of his 
father, a *king of the front palace" as 
the position was known in ancient days) 
against that of Charles, who is destined 
to assume a strictly constitutional, 
largely figurehead role when he suc- 
ceeds Queen Elizabeth, would have 
alarmed a British Government which 
would prefer to look upon its royals as a 
diplomatic asset in quietly consolidating 
a fruitful relationship with Thailand. 

@ IN the event, British officials had no- 
thing to worry about, because London 
newsmen seemed to view the Thai visit 
as something of a respite after their 
gruelling stay with Australians who 
view anything royal — particularly from 
Pommyland — with even less respect 
than they. Even the fact that the 
glamorous Princess Di's official Thai es- 


cort was the Crown Prince's much-loved 
sister, Princess Maha Chakri Sirin- 
dhorn, rather than one of his two wives, 
escaped comment. 

In fact, the only clashes between the 
British press and their hosts occurred at 
a mundane, cultural level. British and 
other Western photographers are used 
to putting up their own ladders to take 
clear, long-distance shots of royalty and 
other VIPs. So the ladders duly ap- 
peared at every function involving the 
British and Thai royals. What the Bri- 
tish photographers had not been told 
was that in Thailand, lesser beings 
should always be at a lower level than 
royalty. Hence, Thai men always effect 
a deep bow before members of the royal 
family and prostrate themselves when 
receiving something from royal hands, 
while women tuck one leg up to 
effect a deep curtsy. Some British 
photographers, therefore, found them- 
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A Thai welcome for the royal couple. 
selves ordered by Thai officials to de- 
scend from their perches. 
e HOWEVER, the British pressmen 
were generally very well-behaved, and 
even remarked that Thai officials were 
far more accommodating than their 
Australian counterparts. In fact, they 
criticised the fact that Charles and Di 
entered the Temple of the Emerald 
Buddha, Thailand's most sacred shrine 
in Bangkok's breathtakingly colourful 
Grand Palace, wearing their shoes. As 
any visitor to Thailand knows, you take 
your shoes off before entering a Buddh- 
ist temple. The visiting royal couple had 
apparently been assured by the king 
that they need not do so, and thus 
walked up to the Emerald Buddha fully 
shod. This prompted comments from 
their, press entourage that the couple 
were being discourteous, despite the 
king's waiver, and speculation on how 
the Brits would view a visiting Thai 
royal entering Westminster Abbey 
wearing a hat. 
On the topic of appropriate dress, al- 
ways an important issue in Thailand, the 





sweaty British press contingent were in- 
formed that they would have to wear 
long-sleeved shirts and ties while fol- 
lowing the royal tour in Thailand's swel- 
tering heat. The Thai press would never 
dream of being in the presence of roy- 
alty in anything less than a full suit and 
tie, and to a man did so for Charles and 
Diana. When the couple spent their last 
day in the picturesque northern area of 
Chiang Mai, one enthusiastic Thai 
photographer who wanted a good van- 
tage point to take shots of the visiting 
couple was seen wading up to his knees 
in a reservoir — in his immaculate dark- 
blue suit and tie, of course. 

e IRONICALLY, one of the things 
which upset the Thais about the visit 
was the dictatorial manner of the ac- 
companying British officials. The Thai 
press complained that when they ac- 
companied their royal family on trips, 
they were allowed almost a free rein to 
move around them as they 
wished. Not so with the 
Brits, who told them exactly 
where their place should be 
at every function. British of- 
ficials even tried to order 
their Thai counterparts 
around in similar fashion, 
and in a marvellously Thai 
way received smiles and 
nods, while the indigenous 
officials remained exactly 
where they thought they 
should be. 

In the background, there 

was something of an air war 
going on. The Australian air 
force, which had ferried 
Charles and Diana from 
England to Australia, told 
British officials that it would 
only fly the couple as far as Bangkok on 
their return journey, because it did not 
want to keep one of its planes waiting 
around in Thailand for three days to 
take them on their onward journey. The 
Brits reluctantly had to send a VC-10 of 
the Queen's Flight from Britain to 
Bangkok to handle the royal couple's 
remaining travel. This in turn reported- 
ly upset the Crown Prince, who wanted 
Charles and Diana to travel from 
Bangkok to Chiang Mai in a Thai royal 
flight. 
e THE Crown Prince was noticeably 
missing during the British couple's day 
in Chiang Mai, including the official 
dinner at the end of the day, and ap- 
peared only at Chiang May airport to 
bid them farewell as they left for their 
journey home. But in his palace in 
Bangkok he still had a rather nice Geor- 
gian silver tea pot which his British royal 
guests had given him earlier. The gift 
should be put to good use because the 
Crown Prince is known to be fond of 
treating his guests to that most English 
of customs: afternoon tea. 
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Pioneers set to banish 
the hepatitis B scourge 


By Bob Johnstone in Taipei 


qo aboriginal mother lived in Fa 
Chih, a remote mountain area in 
central Taiwan accessible only by four- 
wheel-drive vehicle. When an Ameri- | 
can scientist visited her shortly after she 
had given birth, he was gratified to dis- | 


x a cover (hat her baby had already re- 


ceived a shot of hepatitis B immune 
globulin from a public health nurse. 

Such speed is vital in the race against 
hepatitis B because babies become vul- 
nerable to infection by the disease at 
birth. Mothers infecting their babies is 
the main mechanism through which the 
virus perpetuates itself from one gener- 
ation to the next. 

In an ambitious attempt to eradicate 
this source of infection, the Taiwan 
Government has established the world’s 
first, and most advanced, national vac- 
cination programme against hepatitis B. 

While hepatitis B is endemic in much 
of Asia (REVIEW, 10 Dec. '87), the in- 
fection rate in Taiwan is one of the high- 
est in the world. This is because, for un- 
known reasons, the Chinese are far 
more susceptible to the disease. Be- 
tween 15% and 20% of Taiwan's 19.5 
million people are chronic carriers. 
Most of them were infected before the 
age of five, as many as 15% at birth. 

Although preparations commenced 
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want our people to have the best.2 
e 


as early as 1981, Taiwan's programme | 
started in earnest in mid-1984, when 
vaccination of high-risk babies — their 
mothers are carriers of the virus — 
began. In 1986, the vaccination pro- 
gramme was expanded to cover all new- 
borns, and in February it was extended | 
to all pre-school children. 

Infants are vaccinated at one, five 
and nine weeks old, with a booster shot 
at 12 months; 
highly infectious mothers (like the one 





€ Our programme is too ideal, 
too costly for [other countries l. 
But, because we can afford it, we 
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in Fa Chih) receive an additional shot of 
immune globulin within 24 hours of 
birth. The treatment is voluntary and 
free of charge. 

During the programme’s first 15 | 
months, 352,721 pregnant women were 
screened for the disease, 78% of the 
total. Of these, 18% were found to be 
infectious, half ofthem highly infectious 
(carriers of two different hepatitis B 
antigens — bits of the virus that cause 
antibodies to form — in their blood in- 
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stead of the more usual one). Babies 
born to this group of infected women 
were given the shots, with 88% of them 





receiving the first shot, 86% the second | 


shot, 84% the third and 71% the fourth; 
77% of the babies received the globulin. 
All this care does not come cheap. 
Dr Cheng Hua Chuang, director of the 
Bureau of Disease Control, the section 
of the Department of Health which ad- 
ministers the programme, estimates that 
the materials alone cost around NT$400 
million (US$14 million) a year (which 
| works out at about US$36 per child). 
The government is nonetheless get- 
| ting a bargain, for it has been conclu- 
sively proved that hepatitis B causes be- 
tween 80% and 85% of the cases of cir- 
rhosis and cancer of the liver. Cancer is 
the number one cause of death in 
Taiwan. Cirrhosis and liver cancer are 
responsible for at least 4,000 deaths an- 
nually, with each case needing around 
US$5,000 in direct medical costs alone. 


Aces it has long been known that 
Chinese were more susceptible to 
— liver cancer than other ethnic groups, 
| the link between this fact and hepatitis 
B is a relatively recent discovery. A 
recent large-scale study on 23,000 Tai- 
wan civil servants, comparing car- 
riers with non-carriers, has demonstrat- 
| ed that the former are more than 100 
times more likely to contract liver 
cancer than the latter. 

In the mid-1970s, two American 
epidemiologists working in Taiwan, 
Palmer Beasley and Cladd Stevens, 
made another breakthrough. They dis- 
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covered that as many 
as 95% of babies born 
to highly infectious 
mothers themselves 
became chronic car- 
riers after birth. 

Why had it taken 
so long to make this 
apparently obvious 
connection? The rea- 
son is the insidious na- 
ture of the infection 
which prevails in 
Asia. Hepatitis B in 
chronic form differs 
from the disease in its 
acute form (which is 
usually seen in the 
West, typically in 
adults as a result of 
blood transfusion or 
kidney dialysis) in 
that it has no detecta- 
ble symptoms. Acute 
hepatitis in adults is rarely seen in 
Taiwan. 

Infants infected with the virus show 
no signs of being sick, because their im- 
mune systems are not sufficiently de- 
veloped to recognise the viral antigens 
and react to them (by producing protec- 
tive antibodies). Symptoms in chronic 
carriers do not appear until after puberty. 
But, by then, it is too late for conven- 
tional medicine to do anything about 
It. 

At the time the picture of the dis- 
ease's transmission mechanism from 
mother to infant was emerging, so too 
were the means of interrupting it. Test 
trials hepatitis B immune globulin 
began in Taiwan in 1974 and of the vac- 
cine in 1979. 
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tainty over the future disposition of 
these lands, the plain is by law an ag- 
ricultural reserve and a flood plain. 
However, this does not appear to 
have prevented land speculation 
in this area, particularly once it was 
announced that the MRT will skirt 
the plain. 


FAR EASTERN ECONOMIC REVIEW e 25 FEBRUARY 1988 


b Jj 


Taiwan school children: protection against hepatitis B. 








For babies of highly infectious 
mothers, the two treatments work to- 
gether. Immune globulin is a passive 
treatment that contains large quantities 
of blood-derived antibodies. This pro- 
tects the child until it can start produc- 
ing its own antibodies as a result of 
being vaccinated, a process which takes 
several weeks. Combining the two types 
of treatment proved to be effective in in- 
terrupting infection in 95% of infants. 

Armed with these results and the 
new data about the seriousness of the 
problem, Beasley was able to go to then 
premier Sun Yun-suan and his scientific 
adviser, K. T. Li, and convince them 
that the opportunity to deal with 
hepatitis B had arrived. 

The government's decision to go 


The question is what 
will become of the 
reserve? There are 
three competing propo- 
sals. First, a highly 
visible group seeks 
to retain the current 
status of the lands. 
Thus far they have been 
remarkably successful, 
due mostly to popu- 
lar support. Secondly, 
there is a proposal to 
allow for more inten- 
sive development along 
the line. And lastly, a 
scheme to develop 
Kwantu into a business 
centre. 

These incompatible options have 
raised some dilemmas for decision- 
makers. For example, what is the point 
of running an expensive MRT line 
through near-vacant agricultural 
lands? Conversely, if the surrounding 
areas are developed to densities which 
would justify the project economically, 


DEPARTMENT OF HEALTH, TAIWAN 


ahead with a national 
vaccination program- 
me was an exception- 
ally far-sighted one. 
The programme’s re- 
sults will not fully 
emerge for another 40 
years, at which time 
carriers would nor- 
mally begin dying 
from liver cancer. 
Preliminary results, 
however, are  ex- 
tremely encouraging: 
they suggest that be- 
tween 80% and 90% 
of infants at risk can 
be protected from 
contracting the dis- 
ease. 

The government 
also showed wisdom 
in its approach to vac- 
cine production. Ini- 
tially, the programme used vaccine im- 
ported from France. In addition to buy- 
ing the vaccine, Taiwan also licensed 
the manufacturing process, and have 
steadily moved towards local produc- 
tion. Tests on chimpanzees are a major 
reason why hepatitis B vaccines have 
been so expensive in the past. Each 
chimp costs US$33,000, which works 
out at US$5 a dose. New WHO guide- 
lines say it is acceptable to use chimps 
for initial batches only; once a process is 
established, chimp testing is no longer 
necessary. But the Taiwan authorities 
insist that nothing but the best is accept- 
able, and plan to go on using chimps to 
test every batch. 

Genetically engineered vaccines, de- 
rived from yeast rather than infected 





what will be the status of the agri- 
cultural 
serves? 


and  environmenfal  pre- 


A recent study by professors 


Chung-Hsin on and Shu-Li Huang 
of the National 


hiao-Hsing Univer- 


sity has grappled with these issues. 
Their report concludes that the plain 
would indeed be a viable location for 
an urban sub-centre. Further, they out- 
line a land-use plan for the plain which 
would support that sub-centre while 
preserving the environmentally sensi- 
tive lands. 

Unfortunately, the proposed rout- 
ing of the MRT line is not consistent 
with their plan. If Kwantu grows into a 
satellite city then the line should run 
through the plain rather than skirt it. 
So the currently proposed routing of 
the MRT would seem to pre-determine 
the fate of the plain prematurely. This 
is of concern to land-use planners. This 
outcome is particularly ironic because 
both land-use planners and transporta- 
tion planners share the same objective: 
to relieve traffic congestion. 









. | blood, offered a way to reduce costs. 
| The snag was that the two multination- 
als which make such vaccines refused to 
license their manufacturing processes. 
So Taiwan decided to develop its own 
vaccine, as part of government policy to 
promote the development of a domestic 
biotechnology industry. 

A dozen or so Taiwan university 
professors did the basic research, the re- 
sults of which they passed to the newly 
established semi-governmental Deve- 
lopment Centre for Biotechnology. This 
institute did the development work, 
then transferred the technology to 
Lifeguard, a Ompa specifically set up 
for the purpose of vaccine production. 

This vaccıne, according to the Na- 
tional Science Councils Dr Tien 
Weichen, is now undergoing pre-clini- 
cal trials. If all goes well, it should be 
ready for use in about two years. 

B fact, two vaccines are under deve- 
Ue lopment, the second one a modification 
= | aimed at covering kidney dialysis pa- 
tients, for whom genetically engineered 
vaccines have thus far reportedly 
proved ineffective. Since most such pa- 
tients are Westerners, Lifeguard is obvi- 
ously aiming for export as well as 
domestic sales. 
An added advantage of genetically 
engineered vaccines would be to silence 
a nuisance that has plagued Taiwan 
-. |. health authorities. This stems from the 
fact that much of the blood used in 
the production of conventional vaccine 
and globulin comes from American 
homosexuals, who as a group have a 
high incidence of the infection and are 
willing to give blood. Certain Tai- 
wanese intellectuals and non-clinical 
scientists have stated in the local press 
that they would prefer to catch hepatitis 
B than AIDS from tainted vaccines. 

Such emotional reactions threaten to 
undermine the painstaking efforts the 
authorities have put into public educa- 
tion about hepatitis B. These efforts, 
have been key to the programme's ef- 
fectiveness in reaching such high per- 
centages of those at risk, says Dr Chen 
Ding-shinn, director of clinical research 
at Taiwan National University Hospital. 
— . Taiwan hopes that its experience will 
. be of practical help to other countries. 
The one that stands to benefit most is 
China, where over two-thirds of the 
=- world's estimated 285 million hepatitis 
B sufferers live. Despite the total lack of 
official contacts between the two, it ap- 
pears that via a variety of unofficial 
links, the mainlanders are paying very 
close attention to the progress of the 
. Taiwan programme. 

Ultimately, however, it is doubtful 
whether countries such as China have 
the resources or the organisation to 
emulate Taiwan's programme in its en- 
. tirety. “Our programme is too ideal, too 
. costly for [other countries]," says Chen. 
“But, because we can afford it, we want 
| our people to have the best." R 
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Protests in this green 


and poisoned land - 1 


By Jonathan Moore in Taipei 


fter four decades of near-total ne- 

glect of its environment, Taiwan is 
beginning to come to grips with its 
chronic pollution problem. The spark 
behind the government's slow awaken- 
ing to the need for a change of policies is 
a growing grassroots environmental 
movement. 

The movement has been most active 
lately in the towns of Houchin and Ilan 
where residents are facing off against 
planners who want to build new pet- 
rochemical refining facilities. 

In Houchin, angry residents have 
set up camp outside the neighbouring 
China Petrochemical Corp. (CPC) re- 
finery in protest at the government- 
owned firm's plans to build a large 
naphtha-cracking facility there — re- 
nowned in Taiwan as the fifth naphtha 
cracker. Groups of 10-20 have been 
keeping a rotating vigil for the past 
seven months. 

The villagers, who have had more 
than 40 years of experience with the re- 
finery as their neighbour, say they are 
tired of living with the pollution and are 
determined not to put up with any 
more. Black, smelly water from the 
plant pours into the nearby Houchin 
River. The groundwater is saturated 
with oil, but 1,600 families, or nearly 
half of the town's population, still draw 
their drinking water from local wells. 

"The people here are tired of the 
smell from the smokestacks and the 
dirty water in the river, and the noise," 
said Cai Chao-peng, a leader of the 
Houchin protest. "We're not satisfied; 
we're angry." 

Houchin protesters have held local 


rallies of 1,000 people or more. They | eRe 


have come in bus convoys to Taipei, five 


hours to the north, to demonstrate at | 


the Ministry of Economic Affairs, the 
Legislative Yuan and the Environmen- 
tal Protection Administration (EPA) 
that was just established last Sep- 
tember. 

In Ilan, a fishing village on the east 
coast, residents have been staging simi- 
lar protests against the proposal by a 
private firm, Formosa Plastics, to build 
a sixth naphtha cracker in their area. 
Recently, the Governor of Ilan Count 
Chen Ting-nan debated the issue wit 
the president of Formosa Plastics, 
Wang Yong-ching, on national television. 

he well-publicised events in Hou- 
chin and Ilan are only the latest and 
most visible incidents in 20 years of 
growing confrontations. They have be- 
come rallying points for an environmen- 
tal movement in Taiwan which is gradu- 
ally building up enough force to chal- 
lenge the ruling Kuomintang's (KMT) 


control over the shape of Taiwan's eco- 
nomic development. 

CPC's planned facility for Houchin 
would produce some 400,000 tonnes of 
ethylene a year. The naphtha-cracking 

rocess breaks, or cracks, the petro- 
leum-based raw-material naphtha into 
ethylene by subjecting it to intense heat. 

The government has been spurred 
into action by the ruckus. CPC is plan- 
ning to spend NT$12.2 billion (US$423 
million) over the next three years on en- 
vironmental protection improvements. 
The fifth naphtha cracker will be a much 
cleaner facility than its existing units, it 
says. But Houchin residents, pointing to 
the company's poor track record on pol- 
lution control, say they do not believe 
the promises of their industrial neigh- 
bour of four decades. 

In Taiwan, environmental-impact 
assessments follow rather than precede 
the planning approval process. CPC's 
assessment, which will be studied by the 
EPA, is not yet completed, fuelling 
criticism that the government has only a 
cosmetic interest in making environ- 
mental concerns part of the planning 
process. Critics also point to the lack of 
any comprehensive pollution-control 
legislation. 

Taiwan is probably one of most pol- 
luted countries in the world. It has the 
second highest population density in the 
world with 1,400 people per square 
mile, and its productive industrial base 
is largely in heavily polluting industries 
such as petrochemicals and plastics, and 
these have been allowed to grow for 








Activists who 
fight clean 


| Tue is an apocryphal story people 


tell in Taipei about an old woman 


| who set out to kill herself by jumping 


| into the Tamshui River. 


It was so 


| mucked up with garbage and oil and its 


odour so foul that she scrambled 
out. i 
This tali tale, which even made it into 


| a government publication last year, is 


one example of the paucity of reliable 


| information on the state of Taiwan’s 


environment and an example of the 
hints of hysteria in the common folklore 
of pollution problems. 

In June, a multi-volume report enti- 
tled Taiwan 2000 will be published, and 
it is designed to replace tall tales with 
facts and a offer recommendations so 
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Village protest: grassroots opposition to firm’s plans. 


decades virtually unhindered by en- 
vironmental regulations. 

Besides the large, obvious offenders, 
Taiwan’s countryside is studded with 
small factories in industries which also 
pollute badly, such as leather tanning, 
wire stripping and electroplating. The 
number of factories increased 10-fold, 
from 5,623 to 62,474, between 1950 and 
1980. “If there is a dark cloud on 
Taiwan’s horizon, it is environmental 
problems,” said Steve Craven, the chief 
of the American Trade Centre in 
Taipei. 

While Taiwan’s economic successes 
have paved the way for landmark politi- 
cal and economic reforms, they have 
also caused the growth of a middle class 
that has become increasingly cognizant 
of environmental problems and louder 
in voicing its dissatisfaction. And as eco- 
nomic planners compare Taiwan’s rapid 
development to phases experienced by 
Japan 15 or 20 years ago, some activists 
have compared their movement to the 
environmental movement in Japan 


that this island will have a cleaner fu- 
ture. A draft of the study, which has gar- 
nered some attention from the govern- 
ment and been considered a milestone 
by environmental activists, was released 
last year. 

“This report is a symbol that the gov- 
ernment can no longer ignore the pres- 
sure to do something about pollution,” 
said H. H. Tsai of the Council for Eco- 
nomic Planning and Development, 
which together with the Asia Founda- 
tion, granted US$50,000 each to the 
study. “This is a sign that the govern- 
ment realises that pollution has become 
a political problem. It has the potential 
of being a real seedbed for the opposi- 
tion.” 

For those who conducted the study 
— a group of waste-management ex- 
perts, economists, urban planners, a 
lawyer and a sociologist — their goal 
was to show the government how to 


FAR FASTFRN FCONOMIC. RFVIFW a 75 FFRRLIARY 19RA 





in the late 1960s and early 1970s. 

Others disagree that the movement 
here has such broad-based support — and 
the analogy plainly does not extend to 
either the level of energy or the leftwing 
politics of Japan’s movement — but 
there are signs it does embody a growing 
tide of environmental sentiment that 
policymakers are being forced to take 
into account. Its driving force comes 
from local residents, often elderly farm- 
ers, and their organised resistance has a 
grassroots character that is remarkable 
in Taiwan political life. 


T he movement began to gain wide pub- 
lic attention in 1984, when protest- 
ers sacked offices of the San Huan 
pesticide company in the town of Tali 
near Taichung. Their pressure caused 
San Huang to move its factory two years 
later. Later protests scored successes 
against the US chemical company, Du 
Pont, in Lukang, and the Lee Chang 
Yung Chemical Industry in Hsinchu. 
Another important feature of the 





deliver on its new-found interest in 
balancing economic development with 
environmental protection. 

“It is purely academic exercise at this 
point. Now we have to see if the govern- 
ment takes note," said Michael Hsiao, a 
sociology professor who founded the 
cusumer foundation and worked on the 
2000 report. 

"Weak environmental regulation 
has given Taiwan a competitive advan- 
tage for polluting industries," the 2000 
report concluded. “There is a danger of 
acquiring an international image as an 
‘outlaw’ state that willingly accepts un- 
acceptable environmental hazards and 
risks." 


The report recommends the imme- 


diate introduction of a basket of laws, 
ranging from a comprehensive environ- 
mental protection law to specific water, 
air and noise pollution controls. 

— Margaret Scott 
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movement is that, though it has gained 
Strength and voice from the parallel 
existence of the opposition Democratic 
Progressive Party, local organisers have 
shunned strong ties with the party out of 
fear of compromising what they see as 
the broad-based image of their move- 
ment. 

Besides its non-partisan, grassroots 
nature, the movement has also won the 
support of Taiwan intelligentsia. Uni- 
versity professors, scientists and writers 
have been enthusiastic supporters of en- 
vironmental clean-up and protection, 
which organisers say has lent the move- 
ment credence and respectability. 

The current organisations fighting 
the fifth and sixth naphtha crackers 
have benefited from snowballing in- 
terest. In January, members of the 
ROC Consumers Foundation formed 
a new group, the New Environment 
Foundation, to support smaller en- 
vironmental organisations. 

The government, for its part, says 
that environmental protection is a lux- 
ury that can be pursued only now that 
Taiwan has reached a point in its deve- 
lopment where it can afford to imple- 
ment expensive pollution control and 
clean-up measures. Many in the Taiwan 
Government consider the country’s pet- 
rochemical industry an important piece 
of continuing industrial development. 
Such voices constitute strong conserva- 
tive resistance to spending on environ- 
mental protection equipment and clean- 
up which they see as limiting growth. 

Still, the former KMT legislator who 
was appointed to the ministry-level po- 
sition as head of EPA, Eugene Chien 
said: “Those people who are on our side 
are quite serious about our environmen- 
tal problems. [The Houchin people] def- 
initely have a complaint, and we are 
going to do something to solve their 
problems.” 

Recent actions of the EPA include 
bans on some poisonous chemicals, al- 
locating NT$28 billion of excess profits 
of CPC for cleaning up the polluted 
Tamshui River in nothern Taiwan and 
fining Formosa Plastics and Wei Chuan 
Foods for violations at existing fac- 
tories. 

"The EPA has fined companies be- 
fore," said Yang Sen-hong, an environ- 
mental specialist writer for the leading 
United Daily News. “But these com- 
panies are the big tigers." 

Yang agreed though that the 
real test would come following the 
EPA’s evaluation of the environmental 
impact assessment reports of the fifth 
and sixth naphtha crackers. The EPA 
has the power of veto over the assess- 
ments and its determination to prevent 
harmful factories will be clear from its 
role in the bargaining process. Most fac- 
tories are given the go-ahead after being 
told to make revisions. Formosa Plas- 
tics’ assessment is being reviewed now 
and CPC’s is expected to be submitted 
next month. Ol 
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Those rain-forest blues 


Depletion of the Forest Resources in the Philippines, by Ooi Jin Bee. /nstitute 
of Southeast Asian Studies, Singapore. No price given. 


Ai’: the breathless sense of alarm 
from the environmental movement 
appears slightly dated in Western 
societies. Prophecies of global com- 
modity shortages evaporated before 
markets struggling to digest over-sup- 
ply. The Club of Rome and other doom- 
sayers now look either foolish or prema- 
ture in their forecasts. 

But fears about the future of one 
commodity — tropical hardwood trees 
— still seem deadly accurate. Concern 
about the rapid depletion of tropical 
forests first started appearing 15 years 
ago, with estimates of annual loss of 
forest cover ranging from 10-20 million 
ha. These now appear to have been con- 
servative. 

Ooi Jin Bee, a National University of 
Singapore geographer, studies resource 
use in Southeast Asia. He has already 
produced books about petroleum and 
coal. His new book about forest re- 
sources in the Philippines results from 
field studies in the country back in 1981. 
Fortunately, he adds more recent data 
to a clear, almost bloodless exposition 
that occupies just 60 pages. 

“The underlying factor that leads to 
deforestation in the tropical world is 
rapid population growth,” Ooi says. 
This leads to pressures on forests such as 
“shifting cultivation, unorganised and 
spontaneous encroachment on forest 
lands, squatting, migration of landless 
and displaced lowlanders into upland 
forested areas, refugee encroachments 
and government-sponsored land settle- 
ment.” 

For these and other reasons Ooi 
charts a staggering rate of deforestation 
in the Philippines. When the country 
became independent in 
1946, the dipterocarp 
species (tropical hard- 
wood) and drier molave 
wood forests still cover- 
ed three-quarters of the 
land. But unrestrict- 
ed, unregulated logging 
thereafter grew explo- 
sively. So did planned or 
spontaneous migration 
of peasant farmers, espe- 
cially to the then heavily 
forested Mindanao, the 
country's second largest 
island. 

By the early 1970s, 
log exports were con- 
tributing more than a 
third of total export 
earnings. This share slip- 
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ped back to less than 10% in the early 
1980s as the resource shrank into more 
inaccessible pockets of forest on outly- 
ing islands. New forestry laws emerged, 
ostensibly to regulate the business. 

Enforcement was another matter. 
The cutting continued. To lift sagging 
export earnings, the government in 
1983 reversed a haphazardly enforced 
ban on exporting logs promulgated just 
a year earlier. A new logging ban came 
into effect under President Corazon 
Aquino's government. 


Poss because it is dispassionate, 
Ooi’s account makes mournful read- 
ing. The rainforests plus the molave 
wood forests of the country’s western 
zone once comprised about 30 million 
ha. This year the Philippine Government 





Tropicals hardwoods: a disappearing species. 


_reckoned they stood at about 1 million 


ha. 

An inexorable cycle seems to be 
at work: population pressures push 
shifting cultivators, called kaingeros, 
further up the eroding hills to cut and 
plant on ever steeper slopes. The most 
original part of Ooi's book is his classifi- 
cation of kaingeros into four types ac- 
cording to method of clearance used, 
social background and impact on the 
forest. The most destructive are those 
little experienced in shifting cultivation, 
such as landless lowlanders. 

Ooi's book can be seen as a modest 
corrective to the ecologists’ morality 
play in which the set-piece villain — the 
loggers — always wear the bad hats. Ooi 
points to ceaseless forest encroachment 
by kaingeros as a weightier problem. 

Loggers degrade forests but do not 
annihilate them. But kaingeros literally 
“deforest,” clearing the forest away 
completely. Enforcement of forestry 
rules seems more plausible against 
timber concessionaires, but against the 
movement of millions of landless, mar- 
ginal farmers the effort required to save 
the forest seems formidable. Wildly dif- 
fering estimates of annual deforestation 
by kaingeros exist, ranging from 100- 
500,000 ha. 

Ooi keeps returning to population 
pressure as the key factor. Human den- 
sity of 25 persons per square kilometre 
in the Philippines of 1903 has grown to 
nearly 200 persons/km? today. A popu- 
lation of just 7.6 million at the turn of 
the century may surpass 100 million in 
15 years. There is no more frontier land 
to be released, as was done during the 
1950s and 1960s. New areas under culti- 
vation have slowed dramatically. Only 
human numbers rise. 

The global forest hectarage counters 
now rely on such aids as Landsat imag- 
ery and better statistics from reporting 
governments. Even with the UN Food 
and Agricultural Organisation's restric- 
tive definitions — deforestation means 
a "complete clearing of 
tree formations” and 
their complete replace- 
ment by another land- 
use — the evidence 
points only one way. 

The country with half 
Southeast Asia's remain- 
ing forests, Indonesia, is 
cutting faster than any 
other neighbouring 
country. Ooi's modest 
contribution adds to the 
store of evidence point- 
ing to the Philippines as 
first in the region to 
achieve a dubious dis- 
tinction: well nigh com- 
plete deforestation by 
the year 2000. 

— James Clad 
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Composition with red, yellow and blue. 
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Rabobank 


The Art of Dutch Banking 


Singapore Branch, 50 Raffles Place 30-01, Shell Tower, Singapore 0104, 
Republic of Singapore. Telephone: +652259896. Telex: 42479. 


Hong Kong Representative, 2 Exchange Square 16/F, 8 Connaught Place, 
Central, Hong Kong. Telephone: +8525263249. Telex: 80556. 


Jakarta Representative, The Landmark Centre, 16th Floor Suite 1605, 
Jalan Jenderal Sudirman Kav. 70 A, Jakarta 12910 Indonesia. Telephone: 
+62215781271/2. Telex: 47534. 


Rabobank Nederland, Croeselaan 18, 3521 CB Utrecht, the Netherlands. 
Telex 40200. New York, London, Antwerp, Paris, Singapore, Hong Kong, 
Jakarta, Curacao, ADCA-BANK (Frankfurt, Berlin, Düsseldorf, Hamburg, 
Hanover, Munich, Stuttgart). 


In banking, 
as in art,a clear 
concept 
can make all the 


difference. 


The Dutch artist Mondriaan spent 
more than 20 years refining astyle of 
painting he called neo-plasticism. 
Similarly, Rabobank carefully defin- 
ed and refined its own style of bank- 
ing. As the Dutch economy and 
industry grew, so did Rabobank, be- 
coming the largest domestic bank. 
Today, with total assets of US $ 75 
billion, Rabobank is one of the top 
50 banks in the world, with offices 
in major financial centres and ports 
around the globe, active in financing 
agribusiness, commodities and in 
every aspect of international bank- 
ing. And we still have our own clear, 
long-term view of client relation- 
ship, based on commitment, dedi- 


cation and trust. 





THAILAND 


A gloss on reality 


Thailand: Seven Days in the Kingdom. Times Editions, 
Singapore. US$40. 


Seime 50 of the world’s more prominent photographers 
loose on any country, large or small, barren or lush, for 


seven days will, without fail, generate enough attractive, . 


quality photos to fill a saleable coffee table book. But, for 
some reason, Thailand is a sight more photogenic than most 
places in the world. 

Thus the formula works to its best in Thailand: Seven 
Days in the Kingdom, Times Editions’ paean to the country 
and its amateur-shutterbug king on his auspicious 60th birth- 
day. The book would stir the most torpid armchair traveller 
to booking tickets for Bangkok immediately. And at Baht 
980 (US$40), it is a coffee-table steal. 

Beyond that, however, the book is unremarkable: in 
these days of instant photographic tomes — Times Editions 








itself has done two on Thailand before this — Seven Days | 


only outdistances others by its size. It does not improve on 


rival A Day in the Life of Japan-type books. Nice volumes of | 


nice photographs of nice scenes — smiles, wrinkles, seaside 
pastels, and traditional costumes. 

Why not just book one or two photographers instead of a 
mishmash which encourages mediocrity? They might pro- 
duce something homogeneous, with style. Give them a year: 
though Thailand is known for its monsoons, Seven Days is 
contrivedly sunny. Not one picture of rain, or flood — appa- 
rently Thailand was dry during that week in March 1987. 

The publishers have tried to avoid using only the attrac- 
tive, but touristy shots of peasants and monks, markets and 
temples. The effort is grudging: completely uninspired 
photos of industry and politicians mar the book. An in- 
terested professional should not have much trouble putting 
some thought, and maybe something Thai, into a picture of a 
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A girl carrying brooms, by Michael Freeman; a model in her dressing room, b y Alberto Cassio. — 





petroleum installation or a modern bank. As for the boring 
shots of well-known leaders in the front of the book, compare 
these with the wonderful portrait of aged former prime 
minister Kukrit Pramoj by Raghu Rai of India, buried alone 
in the back. 

With a few noteworthy exceptions, the best photos were 
by professionals who know the country. Too many of the 50 
were new to Thailand, and shot it like tourists. This extends 
to the text as well, where preceding a good piece by Bangkok 
hand William Warren is a meaningless, cliched fore- 
word by Gore Vidal. Gore Vidal? Has he ever been to Thai- 
land? 

Credit should go to the outstanding: Nik Wheeler's klongs 
are just as interesting as the floating markets in the tourist 
guides — and not deceptive. Michael Freeman's shot of a girl 
carrying brooms is freshly alive among mostly still-life, or 
still-as-death, photographs. Thailand is not lethargic — 
Bangkok is getting as busy as Hongkong. 

In a remarkable photo, US photographer Bill Wassman 
passed by the orange-clad monks to capture Buddhist nun 
wrapped in white gauze afloat in a pool meditating. 

Landscapes and portraits by Leong Ka-tai of Hongkong 
reveal how little thought some of the others put into their 
work: his north Thailand hills appear as a Chinese landscape, 
and with a few simple techniques, his hilltribe people become 
gently alive and alluring, compared to those by other con- 
tributors. 

For a brief few pages, too, the book shows some honesty 
in the true-to-life hilltribe portraits by Indonesian Rio 
Helmi. His subjects are not colourful, nor smiling. Dirty and 
miserable, they beg the question of which lensman's rural 
shots show the real Thailand. 

Finally, Seven Days offer, unceremoniously, a stunning 
pinup of the standards of a Rita Hayworth classic: a model 
caught in her dressing room, by Bangkok-based Alberto Cas- 
sio — which provides further justification for the argument 
that perhaps it would have been better to stick with a handful 
of those that know the country, than fall back on the “50 of 
the greatest" type of hype. — Paul Handley 
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Uneasy calm reigns 
in sluggish markets 


By Philip Bowring in Hongkong 


A month of relative calm in both stock and currency mar- 
kets temporarily, at least, brought back a sense of cauti- 
ous well-being. But was it the calm before another storm? At 
one extreme, the spectre of inflation appeared to recede in 
most countries (Hongkong was an exception) as price in- 
creases remained modest. At the other, demand in OECD 
member states remained robust enough to ensure growth 
through 1988. At the half-way house stood the US, where 

owth was evidently slowing. The slowdown was enough to 

old out hopes of continuing gradual improvement in the 
trade picture which would provide dollar stability and slightly 
easier money. But it was not sharp enough to suggest either 
imminent recession or, worse, require desperate attempts at 
reflation prior to the presidential election. 

But it was an uneasy calm caused perhaps as much by 
exhaustion after months of hyperactivity than a calm based 
on confidence. The evidence from the stockmarkets indi- 
cated a general sense of ennui. Turnover mostly continued to 
fall gently while at the same time equities generally failed to 
capitalise on the better news from the bond and currency sec- 
tors. The Dow Jones Index fell slightly overall but oscillated 
in the 1,900 range despite a fall in bond yields of 0.75 of a per- 
centage point to around 8.5% for 20-year Treasuries. This 


Ride the currency 
roller-coaster 


By Christopher Marchand in Hongkong 


t is easiest to make money on foreign-currency accounts 

when a clearly defined trend is established, as with the US 
dollar's 50% fall against the yen since the Plaza Accord of 
September 1985. 

Now the question is whether the US dollar is bottoming 
out, or will its slide against the yen continue. Majority opin- 
ion is that the dollar will stabilise and probably rise in the first 
quarter of 1988 — perhaps even as high as ¥137:US$1 — but 
that the downswing will resume in the second half. The 
going, though, will be punctuated by spasmodic rebounds. 

For the small investor holding Hongkong dollars, that 
presents a quandary, as the US dollar’s fate affects the tied 
Hongkong dollar. A possible revaluation of the Hongkong 
dollar introduces an added uncertainty for Hongkong’s 
foreign-currency investors. In short, the risk of foreign-cur- 
rency investment has risen appreciably, while the rewards 
have slumped commensurately. Of course, that is the stuff of 
which bear markets are made. The small investor probably 
has the best chance of making money by rapidly switching be- 
tween currencies to capitalise on exchange-rate trends. 

So what are this year’s influences on currency rates? 
The most crucial factors are the US trade deficit and the path 
of US interest rates. US-dollar supporters claim that a 
monthly trade deficit of less than US$15 billion as export vol- 
umes accelerate, and imports slacken, will boost sentiment 
and strengthen the dollar. Moreover, US interest rates must 
stay sufficiently high to attract capital inflows from abroad to 
finance the trade deficit. Monetary policy is also tight, while 
the failure to cut the federal deficit and hence domestic de- 


suggests a weakish economy, but a stable dollar are at hand. 

owever, this stability was not so securely founded that it 
was likely to survive a bad set of trade figures, or virulent 
nationalism in the presidential race. It also suggested that 
those who had missed out on the past month’s bond mini- 
boom might do better to stick to cash for the time being until 
evidence is clearer on whether or not a recession is imminent. 

Lower interest rates and a more stable dollar did not do 
anything for European markets either, despite their earlier 
fears of the impact of their strong currencies on exports and 
profits. Frankfurt fell another 5% and Paris almost as much. 
London, on the other hand, held up surprisingly well — 
though interest rates bucked the world trend and moved back 
up as one major central bank at least showed concern at the 
rate of money growth. Japan continued to outperform other 
markets with a 7% gain, partly thanks to the return of forei 
buyers who had got out far too early — and who may now be 
getting back in far too late. 

'The big loser from the sudden spectre of stability was gold 
which fell a steep 10% — far more than either the recovery of 
the dollar or bonds would warrant. This suggested some 
heavy selling by central banks or producers fearful of a com- 
bination of recession and increasing mine production. Other 
commodities, particularly metals, fell in sympathy though 
not to the same extent. The exception was copper which re- 
mained very volatile. Food and industrial crops were mostly 
only marginally weaker. Many believe that, whatever hap- 
pens to the world economy, global-supply conditions are 
favourable to continued improvements in food prices. 

Weakness in gold and metals did no good at all to the Aus- 
tralian and Canadian stockmarkets. On the other hand, news 


mand, lessens the chances of recession. All that would tend 
to push US interest rates and the dollar higher. 

The problem is that higher US interest rates could inhibit 
the US economic growth needed to hold down unemploy- 
ment, boost much-needed federal revenue, import goods 
from financially struggling lesser-developed countries and 
bolster the chances of the Republican candidate in this year's 
presidential election. And if US consumer spending re- 
trenches faster than exports take up the slack, a US economic 
recession could ensue. To avoid this, the Federal Reserve 
Bank might loosen the strings of money supply, if not im- 
mediately then later this year. That would reduce interest 
rates and the dollar's value. 

Interest payments on the services account are also becom- 
ing a major factor. Interest on US external debt will this year 
trigger a swing from surplus to deficit on services, and will 
partly offset any improvement in the US trade deficit. In- 
deed, some analysts argue that the current-account deficit 
will be worse than the estimated US$156 billion of 1987. In 
future, the US current-account deficit, rather than the trade 
deficit, will become the important indicator to watch. 


AS to that fears of a permanent US trade deficit, and 
a longer-term scenario must be for an immense rise in US 
interest rates to attract funds to finance the US’ external de- 
ficit. That would clearly be the time for foreign-currency in- 
vestors to pile into US dollars. Meanwhile, the strain of ad- 
justing for a continued, large external deficit (in the absence 
of measures to slash domestic US spending) has fallen on the 
exchange rate. The dollar might fall to € 110-115 before talk 
emerges of an equilibrium level. 

But a short-term upswing in the US dollar cannot be ruled 
out. As noted above, sentiment is improving, the trade fig- 
ures short-term may not disappoint, and the dollar is due for 
a technical rebound. But US-dollar investors need to be fleet 
of foot, and abandon the currency at the first sign of trouble. 

What of the yen? Japan is the world's economic pow- 
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of the removal of US trade bene- 
fits under the generalised system 
of preferences did not stop the re- 
vival of the Taipei market where 
volume was the best since Oc- 
tober 1987. The index in Taiwan 
bounced back through 3,000 and 
only slightly dented South Korea 
which is now 30% above its pre- 
19 October level and is looking 
highly vulnerable. Hongkong, 
meanwhile, has been lacklustre on 
low turnover, variously fearing 
currency revaluation, US recession, 
trade restraints and its precarious 
politics. Singapore was similar 
and Malaysia worse as politics and 
commodities were equally unat- 
tractive. Of the smaller Asian . 
markets, Thailand was steadiest. ee o 
The relatively strong showings 
of the South Korean and Taiwan 
markets may seem surprising 
given that profit margins are likely 
to be squeezed by the apprecia- 
tion of their currencies. But they 
are probably still on the beneficial  REVIEWGRAPH by BamyLee 
side of triangular US-yen-domestic currency relationships. 
But that may not last. Hongkong, however, confronts invest- 
ors with a horrendous dilemma. Because the currency is kept 
artificially weak for political reasons, inflation is high (7%) 
and rising, but interest rates are low. Revaluation would be a 
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erhouse — its currency has risen even against the 
Deutschemark. Strong domestic growth is starting to com- 
pensate for lost exports. The services account will also move 
strongly into surplus, as Japan cashes the income from being 
the world's largest creditor nation. Until US interest rates 
wrench sharply upwards, the yen must remain one of the 
most secure longer-term foreign-currency investments. 

A division of opinion exists on sterling's prospects. British 
labour unrest in the past month has weakened sterling. But 
rising short-term interest rates (which the Bank of England 
favours) would stabilise the currency. But in this year's sec- 
ond half, analysts argue that with output levelling off, bal- 
ance-of-payments problems, wage and inflationary pressures 
and fears that sterling is overvalued, a decline is due. 

On the other hand, Britain's reserves, both internal and 
external, are impressive. This suggests that Britain will avoid 
the balance-of-payments straight-jacket which made sterling 
the weak currency of the world in the 1960s. Britain's public 
borrowing is also at historically low levels. Sterling may not 
weaken appreciably, but may also not offer large profits. 

As for the Antipodean currencies, these are a punt. Their 
value has been bolstered by the highest interest rates on offer 
in the foreign-currency markets. But political and economic 
strains in Australia and New Zealand, and a possible US-dol- 
lar rise in the short term, suggests that these currencies may 
weaken. Commodity prices also may not climb strongly, 
while the strong Australian dollar may suck in imports. The 
hot money in the Antipodes could desert these shores at the 
first sign of trouble, and these currencies appear volatile. 

Set against these factors is the Hongkong dollar's possible 
revaluation. The Hongkong Government is adamantly 
against this course, which for the foreign-currency investor 
would bring an instant capital loss. The problem is that re- 
valuation ultimately is a political issue. The Europeans could 
join the US in accusing Hongkong of unfair trade practices, 
and an eventual revaluation might be forced. For the small 
man, it makes for challenging reading. O 
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setback for shares. But inflation too is bad for most except 
perhaps banks and property developers. And while very high 
liquidity provides one part of the basis of a strong stock- 
market, the other ingredient — confidence — is still lack- 
ing. 


Bank gambles 
on gullibility 


B3 ucket-shop **banks" are back advertising to collect 
money from gullible Asian investors. One, which 
surfaced in the pages of the REVIEW, and elsewhere, 
oes by the grandiose name of Commonwealth Overseas 
ank (COB). The small print tells the reader it is based 
in Plymouth, Montserrat, BWI — a Caribbean speck lo- 
cated at latitude 16.45 N longitude 62.14 W. 

It may be hard to judge the quality of banking super- 
vision in Montserrat — there is no reason to suppose it is 
any worse than in other British colonies. COB not 
feature among the five banks authorised to take deposits 





in Montserrat itself. Its actual places of business er iui 
to be letter boxes and mail-collection agents in Van- 
couver, Los Angeles and Hongkong. 

Clients are invited to open their accounts by sending 
cheques to the Vancouver and Hongkong addresses. 


The funds, says the advertisement, will be managed by 
the "international money desks" of major banks. Whe- 
ther COB is one of these banks is not clear. But investors 
can expect yields of “15% to 25%.” It omits to give a 
time frame, But it is more precise about its service 
charges — a modest 0.25% per month of out 

balances. While willing to receive cheques, COB is not 
too keen to give out information. A fax to its Vancouver 
address requesting a balance-sheet went unanswered. A 
Los Angeles phone number was no longer in operation. 
The Hongkong mail piv appeared to know nothing 
other than that COB’s chief, and possibly only, represen- 
tative is one Michael D. Mercado. — Philip Bowring 
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Encouraging futures 
in the Philippines 


By Jose Galang in Manila 


he Manila International Futures Exchange (MIFE) 

started trading copra- and coffee-futures contracts on 1 
February. The exchange opened in October 1986 with sugar 
and soyabeans as the only commodity futures being traded. 

MIFE officials are encouraged by the 1987 total turnover 
of 290,404 contracts — 140,524 contracts valued at P24.17 
billion (US$1.2 billion) for sugar and 149,880 lots worth 
P 23.85 billion for soybeans. The average daily turnover for 
the year was 1,175 contracts worth P 194 million (for the 247 
trading days in the period). 

The officials compared the past year's turnover to the 
10,561 contracts recorded by the Hongkong Commodity Ex- 
change in its first year of operations, trading in cotton and 
sugar, in 1977. 

It is also interesting to note that MIFE's turnover continued 
to grow during the latter part of the year, in contrast to the 
decline in the local stockmarket, particularly after Wall 
Street's crash in October. 

Buying on MIFE has been aided by the pressure on the 
peso's rate against the US dollar since September, making 
hedging on the commodities traded favourable. After aver- 
aging at P20.48:US$1 in the first eight months, the peso’s 
rate fell to P20.60:US$1 in September, and further to 
P20.81:US$1 by December. 

Also aiding activity on the MIFE was a ban imposed by 
the government on the purchase of commodity-future con- 
tracts abroad. The ban was also aimed at attracting foreign 
commodity traders into the local market. 

The exchange trades sugar futures units of 112,000 Ib (50 
tonnes) and soyabean lots of 500 bags (of 60 kgs each). The 
copra contract is in units of 20 tonnes (20,000 kgs) and the 
coffee in units of 5 tonnes (5,000 kgs) net weight. 

MIFE claims to be the only futures exchange in the world 
offering the copra (or dried coconut meat) contract. The 
Philippines is the world's leading supplier of coconut pro- 
ducts, which annually accounts for about 15-2096 of the 
country's export revenues. 

The original 20 members of MIFE have increased by three 
over the past 15 months and at least two foreign firms are re- 
portedly seeking seats. Investors from Hongkong and Japan 
are among stockholders of the current members. Dealer- 
members are required to have a minimum paid-up capital of 
P2 million, of which P1 million must be “free and clear at all 
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Taiwan fund seeks 
New York listing 


By Jonathan Moore in Taipei 


he Taiwan Securities and Exchange Commission (SEC) 

has given the go-ahead to the Taipei-based International 
Investment Trust (IIT) to seek a listing for its foreign fund, 
the Taiwan (ROC) Fund, on the New York Stock Exchange 
(NYSE). IIT expects units of the fund to begin trading on the 
NYSE by June this year, following a meeting of unit holders 
and approval of the Securities and Exchange Commission in 
the US. 

The ROC Fund, which has net assets of US$300 million, 
would be the largest national fund listed on the NYSE. It is 
currently listed on the London exchange, but is traded only 
privately and in unwieldy 1,000-unit lots. The fund's net asset 
value (NAV) per unit on 9 February was US$42.14. 

The listing would give the fund a higher visibility and 
allow it to be more freely traded, said IIT's president, Steve 
Champion. He noted that rival China Securities Investment 
Corp.'s Taiwan Fund, which is listed on the American Stock 
Exchange, enjoys these benefits and so its premium has been 
consistently higher than that for the ROC Fund. 

The Taiwan Fund generally trades at a premium of 60- 
70% over its NAV. The ROC Fund trades at a low premium 














Gold warrants in 
need of market 


By Nigel Holloway in Tokyo 


Tu growing gold-futures market is poised to take an- 
other step towards improving liquidity with the introduc- 
tion soon of trading in gold warrants. These are negotiable 
certificates showing that the bearer has a legal entitlement 
to good-delivery gold bullion held in seven authorised 
warehouses in Tokyo. 

In theory, they can be bought and sold freely, but with no 
official market for them, they have proven difficult to trans- 
act. Spokesmen for the Tokyo Commodity Exchange for In- 
dustry (TCE) say the number of gold warrants outstanding 
has grown rapidly to 15,000. There were roughly 11,000 only 
three or so months ago. Each warrant buys 1 kg of bullion, 
which means this represents the equivalent of 15 tonnes of 
gold worth a total of ¥28 billion (US$216.2 million). 

The amount of warrants has increased simply because 
turnover on the exchange has surged, and with it the level of 
open interest in gold futures (REVIEW, 22 Oct. '87). Last 
year, the equivalent of 2,159 tonnes was traded, more than 
double the amount in 1986. Most “buy” and “sell” futures 
contracts are matched, but a few run through to the time at 
which the contract expires and the investor must either de- 
liver the bullion to one of the warehouses or take up owner- 
ship of the gold at the delivery point. 

The proportion of futures trades actually delivered was 
only 1% last year, but in some months it was double that fig- 
ure, a lot higher than in comparable precious-metals mar- 
kets. Officials say this is because individual investors com- 
prise about 60% of turnover, more than twice the level on, 
say, New York's Comex. 

Naozo Mabuchi, chairman of the TCE, says he wants to 
see a gold-warrants exchange begin by mid-year. This will in- 






of around 10% over NAV, but the figure is harder to track 
because of the low-key nature of the trading. “We think 
[after the NYSE tiny ote premium will approximate more 
to that of the Taiwan Fund. It is quite likely our premium will 
increase," Champion said. 

The other two overseas funds, the Formosa Fund, man- 
aged by Kwang Hwa Securities, and the Taipei Fund, man- 
aged by National Investment Trust, are also listed in Lon- 
don. Indirect investment through the four overseas trusts is 
the only way foreign investors may participate in the local 
market. 

The ROC Fund underperformed the local stock index in 
1987, gaining 112% to the index’s 125% rise. This was less 
than the other three funds. That was because the index is 
heavily weighted in the volatile financial sector. 

"Investors in our fund are buying a nice slice of blue chip, 
not speculative, stock," Champion said. “It is for long-term 
investors." He pointed out that Lipper Analytical Services 
has consistently rated the fund at or near the top of its list of 
offshore funds over the past year. 

The four local investment-trust companies are also in the 
midst of launching closed-end funds which could be worth up 
to NT$20 billion (US$699 million). Kwang Hwa, National 
and China Securities all began selling units between 21 
January and 6 February. IIT is fourth, according to a pre- 
arranged schedule, and will begin selling on 29 February. 

The closed-end funds are different from the companies’ dom- 
estic open-ended funds because investors seeking to divest 
may do so only by selling their units on the local market. D 


Futures’ dealers: increasing interest in gold. 





volve persuading the three retail gold brokers which control 
the entire domestic market: Tanaka, Tokuriki and Ishifuku. 
TCE officials say that these brokers’ buy and sell quotes for, 
say, 1 kg of physical gold are usually about three times 
further apart than those on the exchange. Because of their 
oligopoly of the retail market, they can quote much higher 
spreads than on the futures market. 

If the warrant market goes ahead, as expected, they stand 
to lose some of the customers who otherwise would have 
been forced to go to them for gold bullion. However, their 
muscle should give them a chance to make money on the war- 
rant market, the participants of which will be composed 
mainly of small brokers and individuals wishing to cash in 
their certificates. 

Foreign investors make up less than 1% of transactions on 
the exchange, but officials are keen to bring in more interest 
from abroad. Contracts are denominated in yen, so there is a 
currency play inherent in the market as well as the excite- 
ment of investing in bullion itself. 
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Fund managers 
justify performances 


T rationale for investing in unit trusts is to let the profes- 
sional investment manager make money for you in the 
equities, bond or currency markets. The fund manager has 
resources, wealth and access to the best and brightest brains 
in the investment business. The presumption, therefore, is 
that he will outperform the average in those markets in which 
he (or she) invests. Sadly, most equity-managed funds — the 
theme of this article — are distinguished by their inability to 
beat the market indices. 

Fund managers say that the investor cannot just look at a 
single time-frame, as in the last quarter of 1987, when the 
global stockmarket crash massively deflated returns. In- 
stead, they emphasise the need to look at long-term returns. 

With this argument in mind, the accompanying table in- 
cludes both the one- and three-year periods to 31 December 
1987. The startling conclusion is that the funds' underperfor- 
mance of market averages is even more severe on the long- 
term view. As 31 December 1987 was an unfavourable base 
date, given the stockmarket crash, the table also looks at the 
one-year performance to 30 September 1987, a time when 
the equities boom was cresting. 

Certainly, more funds outperformed the market at the 
end of September. But this mainly shows which fund-man- 
agement groups had resorted to gearing, and invested in 
warrants and second-liners. These mainly were G. T., 
Gartmore, Jardine Fleming, Thornton and possibly Baring. 
The crash's severity forced many of these managers' funds 
into forced blue-chip sales to reduce gearing and raise cash to 
meet an anticipated wave of redemptions. As warrants 
and second-liners fell by even more than market 
averages, the effect on the funds was disproportionately 
severe. 

Interestingly, the table also points to the consistency of 
fund performances. Fidelity, G. A. M., Hambro-Pacific and 
M. I. M. report overall figures which appear pretty un- 
changed by time, or the one-off trauma of a stockmarket 
crash. And when the geared funds in the more aggressive 
management groups are stripped out, these groups also show 
steady underperformance figures. 

The conclusion is that if the small investor puts his money 
into an equity unit trust, the chances are that the fund will do 
worse than the market. The same thing has happened in the 
US, where 57% of unit trusts have failed to beat the market 
averages. 

Hongkong fund managers do not offer ready reasons for 
their poor results. G. T.'s Paul Matthews argues that the fund 
manager's success or failure should not be measured purely 
in relation to a market index. Other factors also count, he 
says, such as competition against his peers and achieving a re- 
turn for clients within their risk tolerance. Jardine Fleming's 
Dudley Howard thinks it “glib” to choose a particular time 
frame for judging unit trusts. “Investors in the last two years 
have made substantial amounts of money from unit trusts," 
he says. 

Fair enough, provided you were canny enough to get out 
before the curtain descended on the stockmarket act. The re- 
ality is that the funds experienced a considerable net inflow 
right up to the crash. 

Investors are more likely to have lost money, or seen their 
gains slashed to below average returns. Possibly it is un- 
reasonable to expect the unit trusts to behave like star perfor- 
mers. But their advertising of fantastic gains certainly raised 
expectations. 

So what do the trends show? A picture of large-scale 
underperformance in Japan, Australia and the US. British 
results were uninspiring, despite Britain being the home base 
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for many funds. The funds seem to have got out of Japan too 
early, or not switched to domestic stocks (the current good 
performers), or avoided high-risk, high-reward financial 
stocks. 

For all funds, Hongkong was excellent until the end of 
September, but nightmarish since. Asean and Far East funds 
did well until the end of September, but have underper- 
formed market indices since. 

The argument that your risk can be lessened by diversify- 
ing holdings in a variety of countries also looks a shade 
thin. The international equities funds were notably poor 
performers. On a three-month view to 31 December, not 
one outperformed the FT World Actuaries Index. On a one- 
year view, only two outperformed the index (both con- 
trolled by N. M. Schroder). A handful outperformed on a 
three-year view, and one just beat the index on a five-year 
view. 

Instead, the picture shows a pattern of regional strength. 
Fidelity is strong in Europe, N. M. Schroder in Asia (but it is 
very weak in the US), and Baring in Singapore/Malaysia. 
G. T., Gartmore, Jardine Fleming, M. I. M. and Thornton 
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are consistent underperformers. N. M. Mutual's takeover of 
funds controlled by Schroders distorted figures in the last 
quarter of 1987. 

But this group does have an impressive record, which is 
rivalled only by Fidelity. Wardley and Scimitar only recently 
became large players in the game, and a firm judgment on 
their record might be premature. 

Meanwhile, the future promises to be tough, with a fall- 
off in inflows and adverse market conditions. There is talk of 
new products, such as index-linked funds or guarantees. 
Fund managers talk of pursuing either income or re- 
covery strategies. Income stocks would be bought for 
steady income, and recovery shares for long-term capital 
gains. 

Another problem is to decide when to invest in the bear 
market. It sounds fine to be cashed up, but cash does not en- 
able the fund to capitalise on price rallies. As Fidelity's Peter 
Pearson says: “Going liquid in a bear market presents a prob- 
lem of recommitment. Our policy is to be pretty fully in- 
vested." 

Whatever the right strategy, as far as fund managers 
go, the bear market will separate the men from the many 
boys who mushroomed with their new funds in the boom 
years. — Christopher Marchand 
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Bulls head for 
Madrid bourse 


By Anthony Rowley in London 


Tow: are good grounds for believing that Spain will be one 
of Europe's best performing economies in 1988 and that 
this will be reflected in Spanish stockmarket prices. Market 
mechanisms are being improved too, slowly but surely, ren- 
dering equity investment in Spain a feasible proposition for 
the foreign individual investor as well as for institutions. 

The economy has already benefited from membership of 
the EC, which Spain joined at the beginning of 1986. There 
are those who think that Spain and Portugal will become the 
"California of Europe" through the wealth-transfer effect of 
being linked to industrial Northern Europe. 

Spain's economic performance last year was remarkable. 
An investment boom and a pickup in private consumption 
brought about a 4.5% increase in GDP, while inflation was 
held to around 5%. Appreciation of the peseta in 1987 — a 
trend likely to continue this year — helped keep prices down. 

According to Asesores Bursatiles, one of the leading 
brokers in the Spanish capital of Madrid, real investment 
rose by 15% last year following a 12% rise in 1986. AIl this is 
remarkable given the pedestrian performance of many other 
European economies and the fact that the Spanish economy 
had stagnated since 1975. | 

What is happening now is a catching-up process by Spain 
after years of lagging behind the rest of Western Europe. The 
country is undergoing what London-based broker James 
Capel calls an “infrastructural metamorphosis” with some 
US$50 billion of public-sector projects planned over the next 
few years. Public works will include railways, motorways, 
telecommunications and prestige projects like the 1992 Seville 
World Expo and the Barcelona Olympics, also due in 1992. 

The impact on an economy with a current total GDP of 
some US$250 billion should be dramatic, even if the US$24 
billion railway modernisation programme should be post- 
poned. Rather like Turkey (the next candidate for EC 





Cracking the 
Brazil market 


| nternational interest in Latin American stockmarkets is 
growing steadily. Two new funds launched recently by 
London institutions for investment in Brazil are evidence of 
this revived interest. 

London-based fund managers Foreign & Colonial Man- 
agement (F&C) and City merchant bank Morgan Grenfell 
have both launched new Brazilian funds evidencing a revived 
interest in Latin America. The first is a new money fund and 
the second a debt/equity conversion fund. 

F&C is not new to Brazil, having held a 2596 stake in the 
management company of an earlier and not wildly successful 
Brazil fund launched in 1975. It is keen enough to have 
another go, apparently not sharing the cynical view held by 
certain other investment groups that “Brazil is the country of 
the future — and always will be." 

Nevertheless, F&C seems able to take an objective view. 
The prospectus for the Brazilian Investment Co. (BIC) — 
a unit trust-like vehicle registered in Luxembourg and 
launched last December — acknowledges various problems. 

“In Brazil today, foreign debt is around US$110 billion, 
41% of GDP. The political system is untested and inflation is 
a great concern. However," the prospectus adds, “there area 
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membership) Spain seems hell bent 
on industrialisation and on emulating 
the likes of South Korea. The govern- 
ment is targeting GDP growth of 
nearly 4% for 1988. 

With gross fixed domestic-capital 
formation projected to rise by 12% 
this year, corporate profits are again 
expected to move up sharply in 1988 
following a 40% rise on average for 
industrial companies last year. This 
suggests that the prospective average 
price-earnings ratio for Spanish 
stocks is around 11, which is not very 
demanding. The average prospec- 
tive yield of 3.7% is around half 
what it was a year ago but still at- 
tractive enough by European stand- 
ards. 

The Spanish stockmarket enjoyed a remarkable bull run 
between 1985 (or indeed since 1982) up to last October’s uni- 
versal crash, and even though it was virtually impossible to 
trade for several days after the crash at least the market did 
not close. The General Index, compiled by the Madrid Stock 
Exchange, has risen quite strongly since the end of last year 
and marketability of stocks has recovered, according to Ase- 
sores Bursatiles. 

Spanish stocks are relatively little known outside the 
country, though, as in the case of Italy where the number of 
stockmarket listings and the degree of foreign ownership has 
risen rapidly in recent years, they are beginning to become 
better known. Telefonica, the state telecommunications 
group, is probably the best known company, and is cer- 
tainly the most tradeabie stock in London. 

Telefonica, in fact, accounts for some 16% of the General 
Index. Add the seven big Spanish banks (which used to be 
eight until a recent merger) and you have accounted for 60% 
of the index. Out of 135 stocks listed on the four Spanish ex- 
changes, the 20 biggest stocks listed account for 85% of the 
index and also of total market capitalisation. 

Putting aside for the moment the problems of a relatively 
illiquid market, the question is which stocks to buy to benefit 


number of features which appear to favour increased deve- 
lopment, such as the homogeneity of its population, signifi- 
cant natural resources, an increasingly skilled labour force 
and a growing entrepreneurial private sector.” 

BIC is a 50:50 joint venture between F&C and Garantia 
Banking, a subsidiary of Banco de Investimentos Garantia 
of Rio de Janeiro. F&C director Audley Twiston Davies, 
who lived for several years in Brazil, admits that the success 
or otherwise of the fund is partly a gam- 
ble on the so-called Bresser Plan in 
Brazil. 

This plan, named after Finance 
Minister Bresser Pereira, is an anti- 
inflation strategy. It aims to achieve 
the sort of long-term economic stabil- 
ity which the two earlier Cruzado 
Plans failed to provide. F&C ac- 
knowledges the likelihood of Brazil 
going through a period of high infla- 
tion and low investment until the 
Bresser Plan takes hold. Meanwhile, 
Brazil has at least demonstrated anew 
its ability to generate substantial 
trade surpluses. 

The 150,000 shares in BIC, which 
were issued at US$10 each on 10 De- 
cember 1987, are currently standing 
at US$10.64, the fund being about 
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from Spain’s economic boom. Con- 
struction groups come high on thelist 
of James Capel. 

Companies such as Asland, a 
major cement producer set to benefit 
from domestic construction, and Port- 
land Val Derrivas, another cement 
maker, are favoured. Soisthe banking 
sector, based on the rapid increase in 
domestic credit on the back of falling 
interest rates. The trouble is, the most 
attractive stocks from a profit point of 
view are not necessarily the most mar- 
ketable ones. 

This problem of illiquidity when it 
comes to selling Spanish stocks is very 
1088 real. Scrip is supposed to be delivered 
immediately upon sale and, if it is not, 
REVIEWGRAPHby Ricky Huiandivankworg the selling bank or broker can buy in 
again against the selling client (pocketing the profit from any 
intervening price shift, if there is one). Competition and non- 
cooperation among official depositories aggravate this situa- 
tion. There can also be problems with selling of shares issued 
under scrip (bonus) or rights issues too. 

Some reforms are already in prospect. As the Paris-based 
Organisation for Economic Cooperation and Development 
noted in a recent (and generally upbeat) report on the Spanish 
economy, a draft law on reorganisation of the stock exchange 
has been submitted to parliament. 

The present four stock exchanges — Madrid, Barcelona, 
Bilbao and Valencia — are due for amalgamation. Legislation 
to bring unit trusts into being is in the pipeline too, and local 
pension funds and insurance companies are becoming more 
active in the equity market. Irritating (for the outside invest- 
or) anomalies, such as quoting share prices as a percentage 
of their par value, should also give way soon to a more 
straightforward system of peseta prices. 

It is not yet a very big market, either in terms of total 
capitalisation (which at around US$73 billion last October 
was about half the size of Europe's biggest markets) or in 
GDP-relative terms. But it has grown by around four times in 
the past two-and-a-half-years. oO 


1987-88 high: 325.44 (6 Oct. '87) 
1987-88 low: 201.08 (4 Oct. '87) 


45% invested in Brazilian securities so far and about 55% li- 
quid. It will aim at long-term capital appreciation and will in- 
vest both in Brazilian equities and bonds. 

Since March 1987, it has been possible for investors to get 
their money out of the country within a maximum of 90 days, 
provided the original investment is registered with the cen- 
tral bank. Redemption of shares in BIC requires 21 days’ 
notice independent of Brazil’s own requirements. 

Meanwhile, Morgan Grenfell and a 
Brazilian investment bank have already 
announced plans to establish a fund to 
invest in Brazilian equities. This is likely 
to be the first through which creditor 
banks will be able to exchange their 
loans under the official debt-conversion 
programme. Brazilian officials have an-- 
nounced that they expect US$1 billion 
of conversions to be approved this year 
and applications have already been re- 
ceived for US$820 million. 

A maximum of US$100 million of 
loans (nominal value) will be converted 
through the Brazil Conversion Fund, 
which will be managed by Banco 
Bozano Simonsen de Investimento. It 
has not yet been disclosed, however, at 
what exchange rate foreign loans will be 
converted. — Anthony Rowley 
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Fundamental fears 
unsettle bonds 


S o-called investment fundamentals change with frighten- 
ing rapidity nowadays, so no wonder markets are so vol- 
atile. In a matter of a few weeks, the general expectation of 
imminent recession in the US has given way to expectations 
of an economic recovery and the market psychology on US 
bonds has shifted from bullish to bearish. British gilts have 
dropped quite quickly out of favour too. 

This is not an essay on where not to put your money. 
Rather, it is reminder of how essential it is for investors to 
be quick on their feet so as not to get bogged down in the 
shifting sands of fundamentally unstable economies. In 
short, the message seems to be for those already in US long 
bonds, take profit as soon as you can, and for those con- 
templating investing — do not. 

At the turn of the year, a clutch of unfavourable lead indi- 
. cators had most analysts predicting an earlier than expected 
US recession — the previous consensus having been that 
there would be no recession until 1989. The bond market im- 
mediately took this as a signal of falling interest rates and the 
long-bond yield declined from 8.98% to 8.27% in the month 
from 1 January, while prices rose around seven points. 

Now the general expectation 
seems to have switched to one of more 
promising US lead-indicator trends 
in the first quarter of this year — for 
productivity, production, employ- 
ment and GNP. Interest rates are seen 
as rising (with inflation again in pros- 
pect) and bond prices heading down. 

All this suggests that analysts are 
quite happy to believe it is summer 
the moment they spot even one swal- 
low (the recent and quite favourable 


One-month forecast 
Yield 
% return 


Three-month forecast 


US employment figures). This is Yield 


probably unsurprising given their in- % return 
ability to agree on very basic things 
such as the outlook for the US trade 
deficit. 

Some of them suggest that the de- 


ficit will fall by around US$20 billion 





<25" (Based on 10-year 
government bond yields) 





to US$152 billion in 1988, while others say it is more likely to 
increase by around US$10 billion. 

The course of the deficit is crucial to the fortunes of the 
US dollar and that in turn will influence the outlook for the 
bond market. The unenthusiastic response to the US Trea- 
sury bill auction at the beginning of February and the relative 
lack of interest by Japanese investors suggests Japanese sup- 
port for the view that the US currency may soon test the ¥110 
to the dollar level. 

The gold market clearly does not know where the dollar is 
going and, having anticipated further falls earlier this year, 
appears to have convinced itself that a period of further dol- 
lar strength is in prospect. The quick-change syndrome obvi- 
ously pervades sentiment right across markets, including the 
equity markets. Gold and precious-metals prices could easily 
reverse themselves very quickly. 

The investor is probably wise to take with a pinch of salt 
the view that US economic strength is in prospect for the 
short term. Further dollar weakness is a more odds-on bet. 
So, unless he is prepared to sit on a US-bond portfolio for the 
long term, with eventual dollar recovery, he is probably best 
out of US bonds. 

British gilts (government securities) may look like an ob- 
vious refuge given the strength of sterling. But the long-lived 
strength of gilts may well be about to give way to a period of 
weakness. 

The economy looks to be overheating on the back of a cre- 
dit boom, and is sucking in imports. 
The Bank of England's move to 
raise interest rates has more to do 
with curbing this credit-fuelled de- 
mand boom (and to quench resur- 
gent wage inflation) than with pro- 
viding any prop for sterling. 

Both the Deutschemark and the 
Dutch guilder are likely to benefit 
from an early realignment of the 
European Monetary System curren- 
cies and there is scope for lower in- 
terest rates in both countries. The 
same cannot be said for Japan and 
that militates against Japanese 
bonds for the present, even if the 
yen is likely to strengthen further 
against the dollar. 

— Anthony Rowley 


Source: James Capel. 


REVIEWTABLES by Andy Tang 








Ticket to ride 


TM Mass Transit Railway Corp. of Hongkong is to issue 
HK$500 million (US$64.1 million) of step-up fixed-rate 
bonds. Aimed at the small investor, the bonds will be issued 
in HK$10,000 denominations and will be traded on the 
Stock Exchange of Hongkong in board lots of HK$10,000. 
The bonds are issued in bearer form, and are due after 
seven years. But the investor can opt to redeem after five 
years. 

The first year's interest rate is 5.75%, rising to 6.25% in 
the second year, 7% in the third year, and by 1% a year 
after that. Over seven years, the average interest return is 
7.87% a year. 

Wardley Capital has arranged the issue, and a Wardley 
subsidiary, Yick Lee Securities, will act as market maker 
for the bonds. As the offer is not underwritten, the issuers 
stipulate a minimum HK$100 million subscription for it to 
proceed. 

Signs are that little money will be made in foreign cur- 
rencies or equities this year. So small investors could be at- 


tracted by small-denomination bonds which carry a yield of 
over 5% a year. In a bear market, the usual investment stra- 
tegy is to go for income-yielding investments; which offer 
better protection of capital and some growth. 

Compared with interest rates of 2% on Hongkong dollar 
savings accounts, the bonds’ yield is attractive. However, 
being below Hongkong's current rate of inflation, it does 
appear ungenerous when compared with longer-term depo- 
sit yields. 

Basically, the bonds are a play on interest rates. Rising 
rates will reduce the bonds’ market value, leaving the in- 
vestor with capital losses. The bonds are also something of a 
foreign-currency play. A Hongkong-dollar revaluation 
might have to be supported by higher interest rates, so cut- 
ting the bonds' market value. 

Longer term, a recession would result in falling interest 
rates which would raise the bonds' capital value. To ensure 
that the investor breaks even or profits on the capital value, 
Hongkong prime would need to be 5.25% or below. 

On balance, the bonds are worth subscribing to. But in- 
vestors should re-evaluate their positions when interest 
rates start to rise. —Christopher Marchand 
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Chinese ceramic sales 
set price records 


By Ellen Salem in Hongkong 


otheby's index of Chinese ceramics 
has soared. That auction house's 
Hongkong sale of Chinese ceramics in 
November 1987 racked up record prices 


| for fine pieces. A little more than a 


month later, Christie's sale also set an 
unanticipated record for the company in 
Hongkong, as normally good sales go 
hand in hand with property and 
stockmarket booms. 

Both sales, but particularly Chris- 
tie’s, saw the active participation of 
Taiwan buyers who have entered the 
market for the first time following the 
easing of currency restrictions. Indeed, 
the Taiwanese appear to have contri- 
buted substantially to the sales vol- 
ume at the lower end of the market. 

Logic suggests that now is 
the time to buy ceramic pieces 
from earlier periods before 
their prices inflate, as has hap- 
pened with Ming and Qing 
wares.  Alternativley, one 
could “buy West and sell 
East.” In other words, beat 
the market by exploiting dif- 


Old Master Paintings 


without; pieces should be in perfect con- 
dition (wares with chips and repairs, 
whatever their intrinsic merit, will be 
difficult to move); symmetry is valued 
as is fine detail; a matched pair has 
particular appeal, and scholars’ objects 
and small jades sell well in Hongkong. 
But even the experts err when pick- 
ing items that should sell in Hongkong. 
For Christie’s January sale, ceramics, 
scholars’ objects and small jade handl- 
ing pieces were assembled for sale to the 
Hongkong market. But even in a mar- 
ket with dealers hungry for stock, and 
frequent bidding by new entrants, some 
of the best Chinese-taste pieces — in the 
eyes of experts — went unsold while 
dull, workmanlike pieces were picked up. 
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ferences in taste — and thus 
price — between the East and 
West. For example, Chinese 
export wares find a ready mar- 
ket in New York and London, 
but are scorned in Hongkong. 
On the other hand, “Chinese- 
taste” ceramics sell for far less 
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in the West than they do in 
Hongkong, while objects for 
the scholar's desk and small 
jade handling pieces have lit- 
tle appeal in London and New 
York. 

The first option is a very 
long shot. Unless one has the 
funds to buy a great, museum- 
quality, pre-Ming piece, buy for love, 
not for profit. The market for good — 
and not spectacular — pre-Ming pieces 
is limited. While demand is growing, 
particularly in the West, supply is keep- 
ing pace with demand. 

The second option is even more 
risky. There is money to be made by 
buying comparatively lower priced 
Chinese-taste items in the West and sel- 
ling them in Hongkong. But such buy- 
ing requires a sixth sense that is elusive 
even for the experts. 

Ask anyone in the trade how to 
capitalise on the difference in taste be- 
tween East and West and all will suggest 
the following: in the West, look for 
Ming and Qing imperial wares and 
Yuan blue and white; pieces with a reign 
mark are far more preferable to those 
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Above and beyond the dangers in- 
herent in buying art that one assumes 
will conform to the elusive Chinese 
taste, some speculate that prices will 
level off for a while. The dealers, who 
were the major buyers, were hungry for 
stock. But their buying spree could have 
sated their appetite for the time being. 
An important — though impossible to 
quantify — factor in the Christie's 
January sale was the introduction of the 
currency converter to Hongkong. This 
made it much easier for prospec- 
tive buyers, mostly Chinese from Hong- 
kong and Taiwan, to follow the bidding. 
It has been suggested that the currency 
converter has increased the pool of 
small, private buyers. But profits are 
not to be made in the lower end of the 
market. LH 





By Mark Clifford in Seoul 


Qu books at South Korean ship- 
yards are bulging and there is cauti- 
ous talk of a return to profitability in the 
early 1990s. South Korea's shipbuilders 
know if they do not cash in on this order 
surge, they may not get another chance 
to reduce their debts — so they are 
straining to improve productivity and 
reduce their dependence upon Japanese 
imports. 

Although orders and backlogs are 
high, South Korea's giant shipbuilders 
are still deep in the red and most face a 
bleak future in the next decade. They 
are honing their operations and diver- 
sifying into other businesses. Although 
few will say so publicly, shipbuilding — 
one of the heavy industries that allowed 


. South Korea to burst onto the interna- 


tional industrial stage in the 1970s — is 
now a sunset industry. 

Some government and trade-associ- 
ation officials still talk bravely of a re- 


ur turn to the golden years, and of South 
| Korea overtaking Japanese as the 


_ world’s biggest shipbuilder. “That is our 
hope, our dream,” says Rhee Hee Il, di- 
rector of the Korea Shipbuilders’ As- 
sociation (KSA). But company man- 
agements are more cautious, concerned 
about the continuing glut in the global 
market, rising labour and material 
costs, and the appreciating won. 

Outside the industry, some obser- 
vers doubt that South Korean ship- 
builders can ever book enough pro- 
fitable business to cut the debt burden 
which still cripples the industry. At the 


end-1986, its debts stood at Won 82.1 _ 
billion (US$105.1 million). The Japan- 


ese, with some 40% of the world mar- 
ket, are gritty competitors, even though 
their shipbuilding industry is contract- 
ing. Moreover, lower-wage countries, 
such as Brazil, China and even In- 
dia, may start nibbling at the South 
Korean shipbuilders’ heels during the 
1990s. 

But the tide is high now for South 
Korea’s yards. On the back of a 
strengthening world market and the 


| dearer yen, 1987 orders rose 27% to 3.4 


million gross tons while the year-end 
. backlog rose 34% to 5.8 million gross 
tons. Pricing improved as well, with 
prices up 15-30% in 1987. Most of the 
rice gains, however, were eaten up by 
igher materials costs. 
South Korean shipbuilders say that 


. there has been a slowdown in orders 


since last last year, and that buyers and 
builders are now playing a waiting 
game. The South Korean shipbuilders 





dollar-denominated) along with rising 
labour and material costs force them to 
hold the line on prices. 

Shipbuilders also know that time is 
on their side, because the world's ship- 
ping fleet is currently older than aver- 
age. Conversely, they are worried that 
any signs of an economic slowdown, 
which would hurt trade and thus ship- 
ping, could force them to choose be- 
tween scaling back their operations or 
cutting prices. Industry sources say that 
a consortium formed in late 1986 seems 
to be keeping South Korean shipbuild- 
ers from competing against each other. 

South Korean shipbuilders know 
that they must slim down to survive, 
so they are trimming their bloated pay- 
rolls. Employment fell from 73,000 in 
1985 to 52,000 at end-1987. By the end 
of the decade, the KSA reckons em- 
ployment will drop to 44,000. But cut- 
ting the labour force alone will not do 
the trick. Management has yet to 
prove that it can use workers more effi- 
ciently. 

Labour costs jumped as a result of 
wage settlements reached during last 
year’s labour disputes, which hit the 
shipbuilding industry especially hard. 
While South Korea’s wages are much 
lower than Japan's, most of that advan- 
tage is eroded by low productivity. And 
despite cheaper labour and basic mat- 
erials costs, more expensive financing is 
South Korea's bane. South Koreans 
grumble that Japanese firms can offer 
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_ Say an appreciating won (orders are US | 3% financing, while South Korea's ship- 


financing rate is 8%. 

After accounting for financing, 
South Korean and Japanese shipbuild- 
ers offer about the same prices on bulk 
carriers while South Korea has a 5-10% 
advantage on containers and tankers, 
says Park Jai Wong, senior researcher at 
the Korea Institute for Economics and 
Technology (KIET). The Japanese sell 
chemical carriers and refrigerated ves- 
sels for about 10-12% less than their 
South Korean rivals. 

The biggest problem for South Ko- 
rean shipbuilders is simply hanging on 
until the cycle turns. The four largest 
shipbuilders, which account for more 
than 90% of production, are at best 
breaking even, with most of them rack- 
ing up losses and adding to their debt 
burden. While 1987 results have not 
been released yet, no one looks for any 
improvement from 1986's dismal re- 
sults. The situation is likely to change 
little this year, as ships ordered two or 
three years ago at lower prices are de- 
livered. 


T° increase profits, the builders fig 
ure they must start producing more 
sophisticated ships. But the compo- 
nents suppliers which are critical to their 
profitability, especially in more special- 
ised ships, are absent from South 
Korea. The country still depends on 


Japanese imports. 
Although nearly two-thirds of ship- 
building materials are nominally pro- 


Taiwan yards given vital order boost 


By Jonathan Moore in Taipei 

To ailing China Shipbuilding 
Corp. (CSC) has received a critical 

boost with orders for seven new ships in 

the past four months. But though the or- 

ders are a good sign, the company is still 


Struggling in a soft world market. 


In recent months, CSC has won or- 
ders from Japanese, Hongkong and 
domestic shipowners. With large ships 
in the works now, the firm is operatin 
at about 85% capacity, up from 50% 
late last year. The new orders will keep 
CSC's yards busy through 1989, 

But they do not guarantee profits in 
the foreseeable future for CSC. Execu- 
tive vice-president C. A. Kuo said the 
company won the orders through more 


| 
| 
| 
| 


competitive pricing — but these low 
prices are not covering its overheads. 
Hongkong’s OOCL will buy two 
3,500-teu (20-ft equivalent) container- 
ships, Japan's I. M. Naveria has or- 
dered a 149,000-dwt bulk carrier, and a 
local owner, Yuming Shipping Co., has 
ordered two 66,000-dwt Panamax bulk 
carriers, Two other Hongkong shippers 
are buying large bulk carriers. M 
The NT$210 million (US$7.3 mil- 
lion) total for the seven vessels will not 
affect the current projected. NT$500 


ending in June. Company officers are 


nof optimistic about the prospects for 
breaking even in 1989. In 1987, CSC 





| million loss for the 1988 financial year 


duced in South Korea, Kim Joong Hyun 
of the Korea Exchange Bank estimates 
that after accounting for all imported 
intermediate parts, the localisation 
ratio in the shipbuilding industry is 
only about 40%. About 80% of the im- 
ported parts come from Japan, and 
South Korean shipbuilders pay dearly 
for their imports as the yen’s value 
soars. The government’s informal ceil- 
ing on royalty payments also has a dam- 
pening affect on the industry’s ability to 
license foreign technology. 

A particular weakness of South 
Korea's components industry, how- 
ever, is the lack of smaller supppliers. 
The reasons are common to many in- 
dustries in South Korea: despite gov- 
ernment policies to support small and 
mid-sized businesses, banks are wary of 
lending to such companies. Sometimes, 
of course, that reluctance is well- 
founded, as management capabilities 
are often thin. 

If South Korea does hang on until 
the cycle turns, will shipbuilders be wal- 
lowing in profits? “It all depends on 
whether competing shipbuilders abroad 
are really shutting their yards," said a 
European diplomat in Seoul who 
monitors shipbuilding. *The South 
Koreans are guessing wrong if they 
think Europe will keep shutting ship- 
yards." He pointed out that France, 
Britain, Sweden and Norway, as well as 
the US, have all pared their shipbuild- 
ing capacities close to the minimum 
needed for naval vessels. 

South Korea's giant shipbuilding in- 
dustry is a source of immense pride, as 
well as a major employer. But there is a 
growing realisation that at best, the in- 
dustry will slowly be wound down. *We 
do not expect that the shipbuilding in- 
dustry will be prosperous," says Oh In 
Shik, director of the heavy-industries 
division at KIET. But a few profitable 
years in the early 1990s would certainly 
help cushion the landing. R| 


had its worst year ever — losin 
NT$2.98 billion on revenues of NT$7.79 
billion. 

CSC's problems stem from a weak 
world shipping industry and the rapid 
appreciation of the NT dollar. Problem 
loans extended to buyers added to its fi- 
nancial woes, and the government's 
order in 1986 that it stop providing 
loans caused customers to shop else- 
where. 

Assistance for CSC is on the way in 
the form of a rescue plan, now awaiting 
approval of the Executive and Legisla- 
tive Yuans, which includes a NT$10 bil- 
lion capital infusion and a lowering of 
local banks' ship-buying loans from the 
current 7.5% to around 6%. Kuo said 
the prospect of cheaper loans under the 
government's rescue plan was helping 
to attract new buyers. (The new funds 
will not cover CSC's NT$15 billion debt 
load, however.) Oo 
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Rule of the majority 


KLSE chairman rebukes rebel brokers over fee scale 


By Nick Seaward in Kuala Lumpur 


l^ a stinging rebuke, the chairman of 
the Kuala Lumpur Stock Exchange 
(KLSE), Nik Mohamed Din, has hit 
back at "certain quarters" for refusing 
to accept the decision of the majority of 
members who rejected the proposed in- 
troduction of a graduated commissions 
scale on 19 December. In a statement is- 
sued on 8 February, Nik Din accused 
them of "grossly exaggerating the con- 
sequence of the decision," adding that 
the best people to judge the issue were 
"from [the] inside rather than an out- 
sider." 

The KLSE chairman's words were 
clearly aimed at Datuk Malek Merican, 
the chairman of the KLSE's first-ever 
corporatised member firm, Arab-Ma- 
laysian Securities. Malek caused consi- 
derable controversy in January when he 
appealed directly to the minister of fi- 
nance and the Capital Issues Committee, 
seeking their use of their powers 
under the Securities Industry Act to 
force the introduction of the new com- 
missions scale (REVIEW, 28 Jan.). Al- 
though his company has three of its di- 
rectors on the KLSE, Malek himself is 
not a member. 

Malek's appeal was turned down by 
Finance Minister Datuk Paduka Daim 
Zainuddin. Nik Din revealed that the 
minister had consulted him on the mat- 
ter and he had recommended that the 
wishes of the membership be respected. 
"[t was my position that the decision 
was properly made and held by the 
majority," he told reporters. 

Malek had argued that Malaysian 
brokers would have to follow the deci- 
sion of the Stock Exchange of Singa- 
pore (SES) to implement the cheaper 
graduated-commissions scale on 4 
January or else risk losing a substantial 
volume of business to brokers in the re- 
public. About 60% of the shares listed 
on the KLSE are also listed on the SES, 
enabling foreign investors to bypass 
Malaysia for most of their transactions. 

What also seems to have rankled is 
Malek's implication that only he and the 
other bank-owned stockbroking com- 
panies realise the implication of the 19 
December vote. Nik Din said that the 
members knew what they were doing 
when they voted to stick with the 1% 
flat rate of commissions. He added that 
preliminary data on market transactions 
in Malaysia and Singapore do not bear 
out Malek's fears anyway. 

According to the KLSE, volume in 
Singapore has not shown any upsurge 
since the two exchanges went their sepa- 
rate ways. Privately, however, some 
brokers on the KLSE admit that this is 


probably due to their practice of offer- 
ing discounts on most foreign transac- 
tions. In some transactions — for accre- 
dited foreign fund managers, for exam- 
ple — discounts of 0.25% are permit- 
ted. But in many instances, the dis- 
counts are not sanctioned by KLSE 
rules. 

The reason why the bank-owned 
brokers in particular are upset is that 
they are subject to inspection by the 
central bank, Bank Negara (BN), to en- 
sure that they comply with these KLSE 
regulations. The REVIEW understands 
that Arab-Malaysian Securities has al- 
ready been inspected once by a team 
from BN and the indications are that 





BN intends to use its formidable powers 
to ensure that all bank-owned brokers 
follew the rules to the letter. 

There is now one chance of a re- 
prieve for the corporatised broking 
companies. The KLSE intends soon to 
propose to members the introduction of 
a new settlement and delivery system 
which should cut the holding costs of the 
brokers. Some brokers have already 
said that they might be in a position to 
bear the lower incomes implied by the 
graduated commissions scale once the 
new settlement system has been im- 
plemented. 

The KLSE has sent round to its 
members a report on the SES's new de- 
livery and settlement system, which is 
likely to be the model on which any new 
KLSE system will be based. Since its 
introduction late last year, the SES sys- 
tem has cut the aggregate borrowings of 
its member firms by 50% , due to lower 
holding costs. 


TAXATION 


The cutting edge 


After a political row, New Zealand slashes taxes 


By Colin James in Wellington 


N ew Zealand Finance Minister Roger 
Douglas has been forced to retreat 
on some aspects of his radical tax pack- 
age announced on 17 December — but 
he has kept almost intact the changes 
designed to make New Zealand a more 
attractive investment option. In doing 
so, he has increased pressure on the 
Australian Government to match him. 
After a fierce intra-cabinet battle, 
some of it uncharacteristically con- 
ducted in public, Douglas and Prime 
Minister David Lange announced on 10 
February a compromise tax regime for 
the year beginning on 1 April. The De- 
cember proposal of a flat rate of per- 
sonal-income tax at 23%, to be intro- 


duced on 1 October, coupled with a 


guaranteed minimum income for fami- 
lies with a person in the workforce (pro- 
vided essentially through a negative in- 
come tax), has been scrapped for the 
1988-89 year. 

Now, from 1 October, there will be a 
two-tier system with a 9% rebate on in- 
comes below NZ$9,500 (US$6,330). 
The core rate of 24% — very close to 
Douglas’ proposed 23% single rate — 
will apply to income up to NZ$30,875 
(though, because the low-income re- 
bate abates at 4% from NZ$9,500 to 
NZ$30,875, the effective rate for 
those people will be 28%). Above 
NZ$30,875, the rate will be 33%. The 
average wage is NZ$23,200. 

The compromise sets corporate tax 
at 28%, close to Douglas’ original aim 
of 26-27%. As they do now, non-resi- 
dent companies will pay 5% more, or 
3376. These rates will apply from April. 
The 28% domestic rate will be among 


the lowest in developed 
economies, and well 
below the 34-35% rates in 
the US and Britain and 
Australia's 49%. 

There are, however, 
some catches. The 17 De- 
cember package  intro- 
duced measures to bring 
income from overseas sub- 
sidiaries and sharehold- 
ings of New Zealand com- 
panies into the tax net. In 
effect, this would mean 
topping up taxes levied by 
foreign countries to the 
full New Zealand rate or taxing accrued 
capital gains, even if unrealised, on 
foreign shareholdings. These proposals 
aroused a storm of complaints, includ- 
ing declarations from companies, such 
as Investments, Brierley that they 
would relocate offshore. A committee 
of tax experts is examining the objec- 
tions and some softening is expected, but 
the thrust is likely to remain. 

Several penalties — in the form of a 
23% interest charge — have also been 
proposed on those who in effect defer 
tax until the final settlement date by 
underestimating their income for the 
purpose of payment of provisional tax 
during the year. Final tax settlements 
as not made until 10 months after the 
close of a tax year, giving underes- 
timators free use of the shortfall in the 
interim. 

In the past, many companies used 
loopholes to decide, in effect, how much 
tax they would pay. The average com- 
pany-tax take was around 25%, far below 





Douglas: tax retreat. 


the nominal 48% rate. Now, very few 
concessions will be left. Export-tax in- 
centives and incentives for research and 
development for example, have been 
removed during the past three years. 

Manufacturers frequently complain 
that they are at a disadvantage with 
competitors in other countries — parti- 
cularly Australia — who 
enjoy such breaks. And 
for foreign-based com- 
panies, there is another 
catch: the retention of the 
withholding tax on repat- 
riated profits. This tax is 
levied at 15% for com- 
panies based in countries 
with which New Zealand 
has tax treaties and 30% 
for those which do not. 
These are in addition to 
the 28% paid by the local 
subsidiary, giving an effec- 
tive rate of either 38.6% or 
49.6%. This may dampen 
the enthusiasm for foreign companies to 
set up or expand operations in New 
Zealand, which Douglas insisted his 
new rates would encourage. __ 

The new rates have attracted favour- 
able comment in Australia, which now 
forms almost a single market with New 
Zealand under the evolving Closer Eco- 
nomic Relationship Free-Trade Agree- 
ment. 

Brian Loton, chief executive of Aus- 
tralia’s biggest company, Broken Hill 
Proprietary Co. (BHP) — which has ex- 
tensive operations in New Zealand — 
said on 12 February that BHP was look- 
ing for opportunities to expand. While 
saying that the company would not move 
to New Zealand, Loton added that “we 
might very well give greater emphasis to 
sourcing from New Zealand which is a 
very important market for us.” 

Business analysts emphasised that 
tax is not a dominant factor in decisions 
to move operations or establish new 


plant. Oo 
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Sharpening the knife 


Australia considers its own tax cuts 


By Hamish McDonald in Sydney 


ae Prime Minister Bob Hawke is hoping to an- 
nounce a reduction in Australia’s 49% corporate-tax 
rate along with a budget-cutting economic statement in May. 
Treasurer Paul Keating had already set Treasury officials 
working on a review of company taxation in September, in 
the light of earlier tax cuts by the US and Britain. 

Keating had raised the company-tax rate from 46% to 
49% in 1986 as part of a broader reform that brought the top 
personal income-tax rate down from 60% to a matching 49% 
so that corporate tax on dividends could be fully “imputed” 
by equity investors. The New Zealand example has removed 
any lingering gratitude for this. 

Hawke and his ministers are attempting to put down sug- 
gestions from business lobbies that Australia will have to 
closely match New Zealand’s new tax rates. They have 


pointed out that tax was only one factor in investment deci- 
sions, and that New Zealand was removing many of the de- 
ductions that in many cases resulted in actual tax paid by 
Australian companies being far below the nominal rate. 

New Zealand’s 12.5% goods and services tax and the re- 
moval of tax exemption from pension-fund income are also 
being raised as bogeys by Hawke’s Australian Labor Party 
(ALP) government. Since a proposal by Keating for a 12.5% 
consumption tax was howled down at a “tax summit” of in- 
terest groups in mid-1985, business lobbies have come 
around to the idea. But both the ALP and the conservative 
opposition parties have boxed themselves in with populist 
point-scoring against extension of such indirect taxes. 

Reports from Canberra suggest the government believes 
a 40% corporate-tax rate might keep a competitive invest- 
ment climate in Australia. Hawke has said the government is 
studying a lowering of personal-tax rates in the middle of 
1989. Personal-tax rates start at 24%, at A$5,100 (US$3,645) 
a year, and rise to 49% on incomes above A$35,000. (Can- 
berra also puts an additional 1.25% levy on taxable income to 
pay for universal medical insurance.) 
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JUST HOW STRONG IS THE SOURCE 
OF YOUR INVESTMENT DATA? 


Buying international investment data is a risky markets and financial instruments worldwide provides 
business. After all, how reliable will it be? Will it have the fastest, most comprehensive analysis possible. 
the accuracy you need? Does it present the issues in the Available stand-alone or via your own computer 
depth you want? And cover the markets you require? systems, Datastream includes the latest in data analysis 
Only one service avoids doubt. and manipulation, with top quality graphics, as detailed 
Datastream. in our information pack. 
As the world's most complete source of invest- When you need to beat the grapevine, rely on 
ment data, our on-line historical coverage of major Datastream. We won't let you down. 
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INTERNATIONAL INVESTMENT DATA 
TEL: LONDON (01) 250 3000. NEW YORK (212) 524 8400. ROTTERDAM (010) 424 6666. HONG KONG (5) 893 1175. TOKYO (3) 593 0921. 











Do you need to say it with flowers 
thousands of times a day? 
You do if you're reaching for the sky. 


MNC&H/THA/5239 


In Thailand, people are passionate about flowers. But it is the orchid which reflects so much the gentle, 
charming ways of the Thai people. And this is shared with every passenger who flies on Thai. A gift of a 





Thai 


S th as silk. 


fresh orchid corsage is just one of the features thats made Royal Orchid Service so sa 
famous. Thai. Centuries-old traditions. Innovative thinking. State-of-the-art technology. © 
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To wear the Mandarin’s cap, 
first pass the examination. 


A thousand years ago, China had developed the 
finest civil service the world had ever seen. Top 
government appointments went, not to the nobles 
at the court, but to men from all walks of life who 
were chosen on merit. 

To become one of the Mandarins was extremely 
difficult. Ninety-nine per cent, of those who got 
through the selection process and were allowed to 
try the exam, failed. It was this uncompromising 
insistence on the very highest standards that made 
the service of the Mandarins unique. 

We believe every hotel that wears our Mandarin 
cap should be an honour to the memory of those 
Mandarins who served in China a thousand years ago. 


Singapore's standards for thoughtful service and facilities 


For reservations contact The }eading-Hotels of th World * 





If you would like to stay 
in a hotel where service is 
pursued as a Confucian 
ethic, look for our symbol. 
If you would like us to 
manage your hotel, and 
make it a Mandarin, "n 
contact Mandarin Singapore li 
International Hotels Pte Ltd, | jn 
333 Orchard Road, i 
Singapore 0923. 
Telephone 
(65) 7374411 
Telefax 7322361. 
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The majestic Mandarin Singapore, = 
our 1,200-room flagship hotel that sets 


Managed by THE MANDARIN 
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Negotiable justice 


A deal by the Hongkong Government raises disturbing questions 


By Philip Bowring in Hongkong 
Cx that Hongkong is increas- 
ingly governed by under-the-table 
deals and horse-trading rather than by 
laws and rules have been highlighted by 
a deal between the administration and 
Singaporean Robert Ng Chee Siong. 
. Ng, the son of property magnate Ng 
Teng Fong is the principal executive of 
the Sino-Land/Sino Realty group in 
Hongkong which his family controls. 

Under the deal, the government has 
agreed to write off nearly half the ap- 
proximately HK$1 billion (US$128.2 mil- 
lion) owed by Ng-related companies in 
respect of losses on Hang Seng index-fu- 
tures trading. In addition, the government 
has indicated that it will not bring any 
criminal prosecutions in respect of any 
of these dealings. In return, the govern- 
ment has got some money now for the HK 
Futures Guarantee Corp., and promises 
of more to come. 

The deal has drawn 
particularly vitriolic 
comment from large, 
mainly foreign, stock- 
brokers who were 
strong-armed into put- 
ting up HK$500 million 
of the HK$1.8 billion in 
loans for. the rescue 
package for the Guaran- 
tee Corp. (GC), which 
was supposed to stand 
behind HK Futures Ex- 
change contracts. When 
the October crunch 
came the GC, faced by 
huge defaults by the Ng 
related companies and 
others, was unable or 
unwilling to do so. As a result, the gov- 
ernment assembled its rescue package 
to which it ultimately contributed 
HK$800 million with another HK$500 
million coming from the GC’s bank 
shareholders. Total defaults are around 
HK$1.8 billion. 

The brokers say they had absolutely 
no responsibility for the futures-ex- 
change fiasco. But now, they say, gov- 
ernment officials, who appear to be re- 
sponsible to no one, had done a deal 
without consulting them. They regard 
this as especially iniquitous as govern- 
ment loans to the GC get repaid before 
others, even though the government 
was party to the four-working-day clo- 
sure of the futures exchange which some 
claim was illegal. In effect, the govern- 
ment is giving away their claims on the 
GC. Now, they are unlikely to see any 
money in the foreseeable future. 

Brokers did prevail on the govern- 
ment to slightly harden the terms of the 
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Nendick: objections. 


deal which had originally provided a 10- 
year repayment period and no cash up- 
front. But they remain highly dissatis- 
fied at what are described as “the rail- 
roading of a deal of dubious propriety.” 

Even more galling for the brokers is 
there is still no formal loan agreement 
between themselves and the GC. A 
draft presented by them has been sitting 
with the government for several weeks. 
So, having put up money in good faith, 
they now find it has been negotiated 
away while they have no formal basis for 
challenging it as contrary to the loan 
agreement. They may, however, yet 
take legal action. 

Smaller brokers and their clients are 
equally irate at the Ng settlement. Many 
people of relatively modest means who 
were honestly trading in their own 
names, are still being pursued for full re- 
covery. They are out- 
raged at what they see as 
a favour done to the Ngs 
because of their wealth 
and China connections. 

The alternative, or 
more complimentary, 
view is that the Ngs 
have in effect been 
blackmailed by the gov- 
ernment into agreeing 
to pay part of the debts 
from the futures losses 
when they had no legal 
obligation to do so. 
Either way, there are ac- 
cusations that the gov- 
ernment is in breach of 
its own ordinances. 

The deal was arrang- 
ed, apparently over the objections of 
senior government law officers includ- 
ing the attorney-general, by Monetary 
Affairs Secretary David Nendick. Nen- 
dick is believed to harbour expectations 
that, despite his own direct role in the 
stock and futures-exchange closure fias- 
cos, he may succeed his current boss, the 
benign but indecisive Financial Secretary 
Piers Jacobs, should Jacobs be moved. 






FINANCIAL TIMES 


Ts Ng settlement involves the im- 
mediate payment of HK$150 million. 
But the remainder will be spread over 8 
years at zero interest which implies a 
current value to the GC of only about 
HK$450 million — assuming payments 
are made. Security is shares in a com- 
pany owning China Hongkong City, a 
major property development whose 
first. stage was recently opened by 
China's chief representative in Hong- 
kong, Xu Ziatun. 

The HK$1 billion was in fact owed by 


three brokers, Bonsar, Solid Futures 
and Mansion House, which were unable 
to meet their obligations because of 
client defaults. The defaults in turn 
were not directly attributable to the Ngs 
or their established family companies, 
but to some two-dollar Panamanian com- 
panies which, at least post the crash, 
were found not to have any substantial 
assets. The Ngs argued that they had no 
legal obligation as the dealing com- 
panies had limited liability. This was 
just the argument that the banks who 
own the GC had used in refusing to sup- 
port it in line with their shareholdings — 
they put up only 2876 of the new loans. 

Despite their pretensions to being 
worthy of the special privileges they 
enjoy in Hongkong, the Hongkong 
Bank and Standard Chartered Bank, 
which between them own 45% of the 
GC, got away with reneging on their 
moral obligations to it. With the govern- 
ment’s own bank, headed by an Execu- 
tive Councillor, Willie Purves, unwill- 
ing to face up to responsibilities of fu- 
tures defaults, leaving government and 
brokers to foot most of the bill, it was 
hardly likely that a family of Singapore 
entrepreneurs, best known for their 
high-stakes property gambles, would 
behave any more honourably. 

Soon after the crash, there were 
hopes of a settlement with the Ngs. In 
November, Sino Realty received a 
HK$1 billion credit line from the Hong- 
kong Bank. It was widely hoped that 
this ready cash and an “understanding” 
attitude by Aras de premier bank 
would smooth the path to a settlement. 
But it did not. 

Meanwhile, investigations by the 
police Commercial Crimes Bureau 
(CCB) apparently turned up evidence 
that relations between the Ngs and one 
of the brokers who dealt for the Pana- 
mian companies might not be totally 
arms-length. Under such these cir- 
cumstances Panamanian companies, 
about which almost no facts are obtaina- 
ble, could have been used to deceive. 

The CCB dossier, plus unofficial 
hints that Ng-related property develop- 
ments might face financing or regulat- 
ory problems, had some effect at the 
negotiating table. But so anxious was 
the government to get the deal settled 
before the extent of the CCB enquiries 
became public, that it successfully 
leaned on at least one Sunday news- 
paper to hold its story temporarily for 
fear of jeopardising the deal. Once the 
deal was done, Nendick was quoted as 
saying that the deal was "essentially a 
matter of commercial judgment." 

However, Nendick's words left some 
people wondering why government offi- 
cials had negotiated the deal, rather 
than the commercial interests who must 
foot most of the bill. And others are 
wondering whether laws relating to prop- 
er conduct of securities markets were 
negotiable instruments to be traded by 
the secretary for monetary affairs. D 
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COVER STORY INDUSTRY 


Reserves of strength 


y rights, the garment industries of East Asia’s newly 
industrialised countries (NICs) ought to be prime candi- 
dates for planned obsolescence. 

A combination of protectionism, currency shifts and ris- 
ing competition from cheap-labour rivals is presenting this 
key industry in Hongkong, Taiwan and South Korea with a 
stern challenge to continued viability. 

If all this were not bad enough, the US retail market — by 
far the largest and still the most open in the world — has gone 
soft. Partly a cyclical phenomenon that began in the second 
half of last year (which experienced garment traders and 
manufacturers can hope to ride out), it is also a reaction by 
cautious consumers to the worldwide stockmarket crash last 
October. 

In any event, the increasingly unfriendly international 
economic environment is forcing broad-ranging restructur- 
ing in the garment industries of the East Asian NICs. 

The main outlines of the emerging pattern include: 

» Shifting low-end products to cheap-labour centres. 

» Raising the fashion content and thus value-added content 
of domestic production. 

» Major efforts to increase efficiency and productivity in 
existing facilities. 


Despite declining growth rates for the NICs’ garment in- 
dustries, perhaps the most surprising thing is the resilience 
that manufacturers — many of whom are small and medium- 
sized enterprises — have shown. By trimming fat they had 
never before been forced to look for, many firms have man- 
aged to remain profitable, even in the face of strongly ap- 
preciating currencies. 

Ironically, the structure of protection — the quota sys- 
tems erected by the US and the EC — will be the NICs’ salva- 
tion. Designed as a means to limit imports and protect 
domestic industries, quotas have proven to be the traditional 
dominant suppliers’ best guarantee of continued market share. 

The second- and third-tier producers, though allowed 
growth rates of up to 6%, are locked into submission to a 
quota system which, even while giving them higher growth 
rates than the big producers, will frustrate their hopes of 
challenging the majors. 

Asean nations, as well as other competitors farther afield 
— Bangladesh, Sri Lanka, Pakistan, Egypt, the Caribbean 
basin — cannot match the highly developed infrastructure of- 
fered by the major producers. The NICs offer the big gar- 
ment buyers hundreds of factories with a proven ability to 
produce quality goods on time. 

Communications facilities are generally well-managed. 
Fabric and yarns are available within the country or can be 
easily imported. All the accessories are close to hand — but- 


Asian garment manufacturers blanche under US pressure 


Knots in the weave 


By Carl Goldstein in Hongkong 
eee [he East Asian NICs 
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are being forced into a 
painful re-think of the 
garment X industry's 
FE place in their econo- 
jk] mic development. So 
"]far, the result has 
4 been a serious case of 
ambivalence. Policymakers are impa- 
tient to shift upmarket to hi-tech elec- 
tronics and other so-called “industries 
of the future." The industries that 
played the chief roles in lifting them to 
their present prosperity are regarded 
with considerable disfavour. 

At the same time, other officials 
argue persuasively that reducing the 
size of, or even phasing out, the gar- 
ment industry carries unacceptable so- 
cial costs: high unemployment and 
the possibility of political insta- 
bility. 

The rhythms of production and con- 
sumption in the global clothing industry 
are determined by a complex weave of 
factors. These include fashion trends in 
the US and Europe, the constantly shift- 
ing supply of quota available to manu- 
facturers in 20 or more countries, ex- 
change-rate fluctuations, and political 
conditions in sometimes volatile Third 
World supplier nations. 

In this environment, the foreign buy- 
ing offices of major US retailers and big 
trading companies, many of which are 


headquartered in Hong- 
kong, act as the nerve 
centres of the whole pro- 
cess. Orders received 
from US importers or re- 
tailers will be farmed out 
to factories around the 
region. Most often, the 
location will be based on 
who has the quota. 

The rapid rise of ap- 
parel and textile imports 
into the US during the 
first half of the 1980s 
fuelled an equally rapid 
rise in protectionist sen- 
timent. For garments, 
the foreign-import share 
of the US market rose 
from 18% in 1980 to 31% in 1986, cal- 
culated on a value basis. Although 
the over-valued US dollar was pro- 
bably as much to blame for the increase 
as the very real differences in manu- 
facturing costs, pressure on the Reagan 
administration to take action grew 
apace. 

In the most recent action, the admin- 
istration at the end of January acted to 
remove the Four Dragons — Hong- 
kong, Taiwan, South Korea, and Singa- 
pore — from the generalised system of 
preferences (GSP) duty-free import 
programme (REVIEW, 11 Feb.). 

Textiles and garments had never 





Reagan: political signal. 
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been covered under the 
scheme, and the GSP 
was in fact conceived in 
part to help developing 
nations break their de- 
pendence on apparel and 
textiles exports. But 
Washington’s action was 
clearly intended as a po- 
litical signal to both 
domestic and overseas 
audiences, demonstrat- 
ing the administration’s 
resolve to protect the 
US market. As such, it 
heightened fears in the 
region of a new round 
of protectionist mea- 
sures. 

The biggest threat on the horizon is 
the textile and apparel-trade bill already 
passed by the US House of Representa- 
tives and now awaiting action in the Sen- 
ate. A vote could come as soon as early 
March. 

If the bill’s supporters are able to 
overcome the almost-certain presiden- 
tial veto, all textiles and garment im- 
ports will be cut to 1% a year growth, 
Starting at 1986 levels. 

It would also impose a global quota, 
as opposed to the current system of 
country-by-country arrangements, throw- 
ing into confusion the question of 
how each supplier nation’s share would 





tons, threads, plastic wrapping and shipping cartons. Cus- 
toms procedures are generally corruption-free, or at least 
predictable. 

Opting for production in many of the newer producing 
nations means accepting greatly increased risk. It also entails 
lower productivity, thus higher costs. Some buyers and trad- 
ers will do just that. But for the massive volumes required by 
the home markets, there is often no alternative to going 
where the quotas are: Hongkong, South Korea or Taiwan, 
depending on the product. 

Given the current climate in Washington and in the EC, 
smaller producers will be able to expand their market share 
slowly at best. And any country that is particularly successful 
at pushing up exports will find itself the subject of new re- 
strictions in short order. 

By any measure, the stakes are huge. From the early 
1960s onward, the export-oriented economies of Hongkong, 
Taiwan and South Korea were fuelled by earnings from the 
textiles sector, also including the upstream chemical fibre, 
spinning and weaving industries. These three producers es- 


earner and source of employment. During the first nine 
months of 1987, clothing exports amounted to US$5.64 bil- 
lion, and the industry employed 397,000 workers. 

In Taiwan, though electronics took over the top slot two 
years ago, garments remains a key industry. The island ship- 
ped US$3.78 billion-worth of goods during the first three 
quarters of last year and provided jobs for 157,000 workers. 

Even among the smaller producers, the importance to 
their own economies of garment and textile exports is signifi- 
cant. Apparel and textile exports accounted for more than 
20% of the country's total in Pakistan, Bangladesh, Sri 
Lanka, Haiti and the Dominican Republic. Indonesia ship- 
ped a projected US$1 billion in textile and garment products 
in 1987, while Thailand's textile and garment exports in both 
1985 and 1986 amounted to 25% of total manufactured ex- 
ports. Last year, preliminary estimates showed textile and 
garment exports of US$1.83 billion, some 75% of which was 
in the garment sector. — Carl Goldstein 
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tablished themselves as the dominant suppliers to the US. 

In 1986, the last full year for which figures are available, 
they shipped US$15.97 billion worth of clothing and acces- 
sories, the biggest portion for each going to the US. 

In Hongkong, garments have consistently been the lead- 
ing export earner and source of manufacturing employment. 
In 1987, apparel and accessory exports amounted to US$8.37 
billion, while providing more than 300,000 jobs. 

In South Korea, the sector was also the biggest export 


be determined. The Reagan administra- 
tion has argued correctly that the legis- 
lation would violate the Multi-Fibre Ar- 
rangement (MFA), the international 
convention under which the global tex- 
tiles and garment trade is organised. It 
would also violate most if not all of the 
bilateral agreements signed by the US 
under MFA sanction. 

The MFA has 54 countries as sig- 
natories. The first MFA, which went 
into effect in 1974, aimed at giving the 
textile and clothing manufacturers of 
the developed nations a finite period of 
protection during which they were to 
streamline and modernise. In the event, 
MFA-IV, signed in mid-1986, seem- 
ingly has become a permanent part 
of the international regulatory land- 
scape. 


i a textiles-trade bill would carry a 
steep price tag for US consumers. 
According to a study by the Washing- 
ton-based Institute for International 
Economics, the legislation would add 
US$1.3 billion a year in 1988 and 1989 to 
the cost of garments purchased in the 
US. For the years 1990-95, the added 
cost would average US$10 billion a 
year. 

This would come on top of the al- 
ready high cost of protection. Because 
overseas manufacturers often must pay 
for quotas — with the final cost borne by 
US consumers — US manufacturers are 
able to charge higher prices for their 
goods. The price of garments purchased 
in the US is about 25% higher than it 
would be if there were no quotas or im- 
port tariffs. 

But the textiles-trade bill is still only a 
potential danger. It may yet be averted 


by a combination of 
common sense and the 
well-justified fear that 
it could spark a trade 
war. 

What has already 
happened is bad 
enough. Hongkong, 
South Korea and Tai- 
wan were each forced 
in 1986 by the US to ac- 
cept new, highly re- 
strictive bilateral pacts 
that choke back allowa- 
ble growth limits to be- 
tween 0.5% and 1.7%. 
China followed at the 
end of last year with 
a more permissive 3% 
growth rate. 

Besides protection- 
ist pressure, other 
forces are at work 
which are affecting the 
international environ- 
ment under which the 
garment industry in 
these countries ope- 
rates. One of these is currency shifts, 
which have eroded the NICs’ former 
price advantage. 

The NT dollar has appreciated by 
39% since the end of 1985. The South 
Korean won has risen by a more moder- 
ate 14% in the same period — which has 
nonetheless been enough to elicit cries 
of anguish from that nation’s exporters 
and trade officials. Both currencies are 
expected to rise an additional 10% this 
year, due to unremitting pressure from 
Washington. 

Hongkong continues to benefit from 
its currency’s link with the US dollar, but 
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the territory's ability to resist US pres- 
sure to revalue the local currency seems 
increasingly problematic. 

China's surge into the top ranks of 
textile producers also starkly illustrated 
the changing balance of power in the 
global textiles trade. Last year, China 
displaced Taiwan from its accustomed 
spot as the largest supplier in volume 
terms to the US market. 

Competition is on the rise from sec- 
ond- and third-tier producers. Low-cost 
producers such as Bangladesh, Sri 
Lanka, Pakistan, Thailand and In- 
donesia, boast wage levels a fifth 
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Textile workers in Hongkong, Seoul. 


Hongkong borders on a 
garment-making boom 


Holding 


Hongkong’s clothing 
industry is nothing 
if not resourceful. 
When the US ab- 
Faruptly changed its 
~ | country-of-origin rul- 
‘les in 1984, the ter- 
ritory s sweater manu- 
facturers were thrown into disarray. 
Attracted by the endless supply of 
willing, cheap labour just across the 
border in southern China, sweater mak- 
ers — as well as other garment manufac- 





turers — had contracted out big chunks 


of their production. 

The lure was obvious. In Hongkong, 
garment workers get at least HK$3,000 
(US$385) a month. An hour away by 
train in the Shenzhen Special Economic 
Zone (SEZ), Chinese workers earn 
HK$300 and up. In the smaller county 
towns of Guangdong province, them- 
selves competing with the SEZs for 
Hongkong investment and contracts, 
wages are half that. 

Previously, US customs rules as well 
as Hongkong and EC regulations consi- 
dered the “terminal process" — the step 
in the manufacturing process which 
added the most value — in sweater 
manufacture to be the assembling, or 
“linking,” of the already knitted 
panels. 

Thus, sweater makers had the more 
labour-intensive knitting done in China, 
to take advantage of the low wages 
there, while the linking was done in 
Hongkong. The end-product was then 
exported to the US or elsewhere as 


“made in Hongkong," under Hong- 
kong's quota. 

In 1984, in response to domestic tex- 
tile lobby's complaints, the US abruptly 
changed its definition of the terminal 
process to the knitting, rather than link- 
ing. Although the initial impact in Hong- 
Kon was one of consternation — and 
condemnation — Hongkong companies 
then responded with a surge of invest- 
ment in automatic-knitting machines. 
Bought mostly from Japan and West 
Germany, the machinery helped local 
companies turn a potential disaster into 
a positive advantage. 

“The new US rules changed the na- 
ture of the knitting industry, but it actu- 
ally made us stronger, because now it 
has become a capital-intensive busi- 
ness,” said Kenneth Fang, director 
of Fang Brothers Knitting in Hong- 
kong. 

By bringing their US-bound orders 
back to the territory, while keeping pro- 
duction for the EC and other markets in 
China, many firms thrived under the 
new regime. 

Hongkong’s sweater exports rose a 
modest 3% in value in 1985, to US$1.18 
billion, but jumped 12% in 1986 to 
US$1.32 billion. Last year, the capital 
investment paid off even more hand- 
somely. Through the first seven months 
of the year, the territory’s sweater ex- 
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of those prevailing in the NICs. These 
countries are hoping textiles and gar- 
ment manufacture can provide the same 
boost for their economies as did this 
sector for the NICs 20 and more years 
ago. 

Costs in the NICs themselves are on 
the rise as well. The labour offensive 
conducted by South Korean workers 
during 1987 helped push up wages over- 
all by 17% for manufacturing jobs and 
by roughly 20% for the garment sector. 
Wages in Taiwan rose 10% in the first 
three quarters of last year. 

For Taiwan and South Korea, in par- 
ticular, moving production offshore is 
a new and risky proposition. Many com- 
panies are moving only tentatively to 
undertake the necessary investment 
surveys and establish links with local 
partners. A handful have begun produc- 
tion or come close to that stage, so it will 
be years before the cumulative impact 
will be sufficient to affect the home in- 
dustry's overall health. 

Hongkong had a head start, as many 
companies began moving their low-end 


ports rose 2576 over the same period of 
1986, to US$1.03 billion. 

Since the US rules change, both US 
Customs and Hongkong's Department 
of Trade and Industry — which ad- 
ministers the quota-allocation  pro- 
gramme — have been busy trying to keep 
those firms who found it difficult to cope 
from twisting or breaking the rules. In 
November last year, the Hongkong au- 
thorities upped the penalties for violat- 
ing the country-origin rules. The stiffest 
aspect of the trade department's new 
rules was the permanent loss of quota 
up to the amount of Chinese-made pro- 
ducts a company had sought to pass off 
as made in Hongkong. 


ongkong's garment industry has 
benefited. tremendously from its 


| proximity to southern China. It has 


gone a long way towards changing the 
structure of the territory's industry. The 
shift now under way is leaving research 
and development and marketing in 
Hongkong, while the manufacture and 
assembly are moved into China. 

There are no reliable statistics, but 
analysts estimate the number of 
Chinese workers in Guangdong pro- 
vince engaged in garment manufacture 
for Hongkong firms may be equivalent 
to 300,000 garment workers in the terri- 
tory. Overall, there may be as many as 1 
million workers in the province employ- 
ed directly or indirectly in production 
for Hongkong firms — compared to 
Hongkong’s total manufacturing work 
force of 896,000. 

The benefits of access to China’s 
labour pool are all the more striking in 
light of Hongkong’s own labour short- 
age. Overall, unemployment at the end 
of 1987 stood at a negligible 1.8%. 
Garment-industry sources said most 


production to China or other countries 
early in the decade. The territory has 
also firmly established itself as the king 
of mid-level fashions in the region, and 
it may have the best chance of becoming 
a significant fashion centre, as Tokyo 
did in the 1970s. 

Taiwan and South Korea are both 
hobbled, perhaps irretrievably, by their 
relatively small quotas in natural fibres, 
which are essential for designer-label 
and high-fashion clothing. 


ew bilateral agreements between 

the US and the major producers have 
effectively choked off the rapid surge of 
textile and apparel imports to the US 
during the first half of this decade. Just 
as important, protectionist pressures 
from Congress and domestic textiles 
lobbies forced US trade officials and 
bureaucrats progressively to tighten up 
enforcement of existing restrictions. 

Customs officials in the US became 
far more aggressive in using the “call” 
mechanism — consultations on new 
quotas triggered if imports in a given 


factories were about 20% under- 
taffed. 

Industry leaders have been pleading 
with the Hongkong Government to 
launch a migrant-labour scheme with 
Chinese workers. There is no doubt 
many would happily work in the terri- 
tory for whatever period permitted, but 
the government appears little-inclined 
to consider the option. The main fear is 
that it would be easier to invite guest 
workers in than to get them out. 

The Hongkong-southern China link 


takes a wide variety of 


forms, including joint 
ventures, compensation 
trade, licensing agree- 


ments, and sub-contract- 
ing orders to existing fac- 
tories. Some companies 
will provide the sewing 
machines and other 
equipment, while a 
Chinese enterprise (or 
locality) furnishes a fac- 
tory floor and workers. 

Most are small-scale 
operations. Throughout 
the Pearl River delta, 
hundreds of villages and 
small towns now boast 
clothing factories, often started up 
by Hongkong people from the same 
town. 

But shifting production to China is 
no panacea. In common with other de- 
veloping nations, Chinese factories suf- 
fer from unreliable power supplies, a 
poor road network, low labour produc- 
tivity, and a shortage of skilled workers 
and technical personnel. 

To be successful, the foreign partner 
or contractor will invariably have to sta- 
tion expensive quality-control and man- 
agement personnel at the work-site, 
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category rose above specified levels — 
to limit imports. 

Under heavy pressure from Con- 
gress, the Reagan administration forced 
Hongkong, Taiwan, and South Korea 
to renegotiate their existing bilateral 
textiles-trade pacts with the US. The re- 
sult, in each case, was to cut allowable 
growth rates. 

Hongkong, by virtue of its free-trade 
policies, received the most favourable 
deal: average annual growth of about 
1.7%, extending through 1991. South 
Korea did not fare so well, as its own 
barriers to foreign imports and service 
industries have been the cause of consi- 
derable unhappiness in Washington. 
Seoul was granted a four-year agree- 
ment incorporating an annual growth 
rate of 0.8%. 

Taiwan was initially punished for 
maintaining high tariffs on textile and 
clothing imports, being granted only a 
0.5% growth rate for three years. But 
when Taipei responded to the pressure 
from Washington by slashing its duty 
rates, the US doled out an additional 


or at least send them in for frequent 
visits. 

China also has a whole other set 
of problems unique to its brand of 
socialism. Regulations governing for- 
eign investment tend to be shifting 
and  capriciously applied. Crucial 
contract points may sometimes be 
altered by secret, so-called "internal" 
rules. 

Hidden costs and taxes abound, and 
local authorities will often demand 
labour payments far in excess of the 
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money actually going to the workers. 
When all these costs are added in, gar- 
ment manufacture is only about 10% 
cheaper than if all work were done in 
Hongkong. 

But it can still be profitable, as the 
large number of firms sub-contracting 
orders or setting up factories in China 
demonstrates. Given the intense com- 
petition within the garment industry, 
even a 10% edge can make the differ- 
ence between profit and loss. 

The quota system also provides 
another justification. Yet China’s 


% change 


year on the original three-year pact with 
a full 1% growth rate. 

China managed to delay accepting 
the cut in its import growth rates in 
the US market by threatening to slash 
its purchases of US agricultural pro- 
ducts. But last December, Peking fi- 
nally agreed to a three-year pact with 
the US which limited the growth of its 
textile and garment exports to 3% a year. 

The preferential treatment China re- 
ceived compared to the other three 
countries mostly reflected its greater 
political influence — plus Peking's pre- 
viously demonstrated willingness to re- 
taliate against US trade pressures by 
cutting its purchases of US grain. 

The other main feature of MFA-IV, 
as well as the bilateral agreements be- 
tween the US and major suppliers, was 
the inclusion of linen, ramie and silk 
blends. Imports of clothing made from 
these materials had jumped dramati- 
cally in the previous several years, as 
importers exploited the absence of re- 
strictions in these natural fibres, which 
could be used in higher-value fashions. £ 





quota-allocation system — or rather, 
non-system, according to many obser- 
vers — has been plagued by disorganisa- 
tion, duplication, and over-allocation. 
As a result, a number of key categories 
— including cotton shirts, pants, and 
skirts — will have used up their entire 
1988 quota by the end of the first quar- 
ter. Consequently, China's garment ex- 
ports this year are likely to show a sig- 
nificant drop from last year. 

The southern China link is not the 
only thing Hongkong's dynamic gar- 
ment industry has going 
for it. To a large extent, 
even a forced revaluation 
of the local currency 
might not be such a disas- 
ter for the territory's 
manufacturers. 

The success of Hong- 
kong's drive to make it- 
self a centre of high-quali- 
ty, higher-cost apparel — 
begun in the late 1970s — 
puts the territory in a 
strong position to with- 


stand further price 
shocks. Many of Hong- 
kong’s chief apparel 


REVIEWTABLE by Andy Tang manufactures are already 


more expensive than roughly corres- 
ponding items made elsewhere, includ- 
ing in the US. American and other 
foreign buyers come here, according to 
a wide range of industry sources, be- 
cause Hongkong manufacturers can 
produce complicated styles, with a fast 
turn-around time and good quality. 

In part, the territory’s ability to 
move up-market was an accident of his- 
tory that gave Hongkong the lion’s 
share of the natural-fibre quota for the 
US market. 

Up until the middle to late 1960s, 
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both Taiwan and South Korea receiv- 
ed US Government-subsidised cotton 
supplies. To protect its domestic textile 
industry, the US did.not permit gar- 
ments or textile products made from 
this cheap cotton to be imported back 
into the country. As a result, the way 
was clear for Hongkong — which 
bought cotton on the open market — to 
fill the rapidly expanding US market’s 
demand for cheap cotton garments and 
textile manufactures. 

When the US first imposed limits on 
cotton-textile imports in 1961, under 
the so-called Short-Term Arrange- 
ment, each country’s allotment was 
based on its performance up to that 
point. 

This set in concrete an effective 
division of labour in the industry, 
with far-reaching effects. It will con- 
tinue to protect Hongkong’s position 
and make life more difficult for Taiwan 
and South Korea, both of which are 
hobbled in their efforts to move up- 
market. 










































Fe] onekong also got a jump on the 

competition by starting a big push 
to move lower-cost production offshore 
in the late 1970s. Exploiting links with 
Overseas Chinese throughout South- 
east Asia, Hongkong firms established 
a network of factories throughout the 
region and beyond. 

More recently, they have begun es- 
tablishing factories in the EC and, to a 
lesser extent, in the US. The chief mo- 

_ tive here is to beat quotas. Putting a fac- 
tory in Britain means free access to the 
whole EC market, which has become 
far more important to Hongkong firms 
in the past two years. 

Peninsula Knitters, the world’s larg- 
est exporter of cashmere sweaters, 
recently built two knitting mills in Bri- 
tain. Managing director Henry Tang 
said 20% of the firm’s production was 
now located there; the remainder is in 
Hongkong and China, where Peninsula 
has joint-venture mills in Canton, 
Shanghai and Urumqi. 

The US dollar's tremendous fall in 
value against the yen and major Euro- 
pean currencies in the past two-and-a- 
half years was a tremendous boon to 
Hongkong's apparel sales to Japan and 
the EC. While sales to the US rose 16% 
from 1985-86, exports to the EC rose 
34% and to Japan by 43%. 

In 1987, Hongkong's US sales rose 
19% compared to the previous year, 
and Japanese sales shot up 54%. Ex- 
ports to the EC rose by 34% in the first 
eight months of the year. 

still, Hongkong's garment industry 
remains heavily dependent on the US 
market, which took 50% of exports in 
the first part of 1987 and 52% in 1986. 
The territory’s large quota allotments, 
together with the simple fact of the vast 
size of the market, ordain that 

this will continue to be the case 

for years to come. — Carl Goldstein 
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For a 
Taiwan's garment- 
makers had it good. 
| Year after year, the 
enjoyed 10% or 20% 
j] annual growth in 
"| sales, with profits ris- 
4 ing apace. From 1977 
until 1987, the industry averaged bet- 
ter than 14% annual growth in ex- 
ports — even through two serious reces- 
sions. 

With scarcely any effort from the 
manufacturers! end, foreign buyers — 
mostly from the US — came calling each 
season, regular as clockwork, usually 
with all the orders that could be hand- 
led. 

Now things are much tougher. The 
NT dollar has risen 39% against the US 
dollar since the end of 1985 — with 
24.5% of the appreciation in 1987 alone 
— as Washington turned up the pres- 
sure on Taipei to take action on its bur- 
geoning trade surplus with the US. As 
the local dollar rose inexorably from 
40:1 to 28.6:1 against the US dollar, ex- 
porters’ lobbies pleaded with the gov- 
ernment to resist the US pressure, 
warning that mass bankruptcies and 
layoffs would ensue. 

So far it has not happened. Although 
a Taiwan Textiles Federation official 
said more than 50 firms went out of busi- 
ness last year, this was not all that un- 
usual. The several garment-industry as- 
















































Shrinking profits hurt 












gistered with them last year, and it was 
impossible to determine how many of 
the closures were for tax or other 
reasons unrelated to the currency pres- 
sure. 

Taiwan’s garment industry, in com- 
mon with the island's other exporting 
industries, is dominated by small and 
medium-sized enterprises. This was 
long one of its strengths: highly moti- 
vated entrepreneurs were able to move 
nimbly in and out of market niches. 

Increasingly, however, being small 
has become a liability. According to a 
range of manufacturers, industry offi- 
cials and foreign buyers, a shakeout in 
the industry is under way. “It is survival 
of the fittest in the apparel industry 
these days," said Douglas Hsu, presi- 
dent of Far Eastern Textiles, one of a 
handful of large, vertically integrated 
textile and clothing concerns in Taiwan. 

Profit margins for most have grown 
razor thin, as manufacturers and foreign 
buyers have each had to swallow a por- 
tion of the higher export price forced by 
currency appreciation and rising labour 
costs. 

The next several years will see a 
rationalisation of the garment industry's 
structure. The smallest and most margi- 
nal firms will have great difficulty sur- 
viving, as the more unfriendly economic 
environment demands the advantages 
afforded by size. 
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South Koreans fashion 
new corporate identities 









Wes the rest of the South Korean 
economy, the garment industry 
benefited greatly in 1987 from the 
"three favours": the appreciation of the 
Japanese yen vs the US dollar — 
which boosted South Korea's exports — 
declining oil prices and low interna- 
tional interest rates. Under these cir- 
cumstances, even the won's 10% ap- 
preciation over the course of the year 
was not enough to take a serious bite out 
of apparel exports. 

No one in South Korea appears con- 
fident the momentum can be kept up, 
however, especially since the currency 
is expected to rise a further 1096 in 1988. 
As a result, companies are looking for 
new strategies. Some of the biggest tex- 
tile and garment manufacturers are 
targeting the upcoming Olympics, 
to be held in September, as an op- 
portunity to impress their corpor- 




















ate identities upon a world audience. 

According to Kolon International’s 
Dong-Moon Park, an assistant manager 
in the corporate-planning department, 
the group's garment division hopes to 
mirror the success Hyundai, Lucky 
Goldstar, and a few other South Korean 
companies have had in breaking into 
foreign markets under their own name. 
This would enable Kolon and others 
with similar plans to emphasise higher- 
quality and higher-price goods. 

This is easier said than done, how- 
ever. South Korean garment-makers are 
hobbled by the heavy predominance of 
synthetic-fibre quota in their allotment 
from the US, plus the shortage of quali- 
fied fashion designers. 

Meanwhile, South Korean firms 
— in common with their competi- 
tors in Taiwan — are also beginning 
the shift overseas. Kolon has set up one 
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One way companies are trying to 
adapt is by going overseas. Asean na- 
tions have become the most popular 
destinations, particularly Thailand, In- 
donesia and the Philippines. In each, 
the common denominator is a large 
Overseas Chinese community to ease 
entry. So far, however, the offshore 
move has been more talked about than 
carried out. 

The official investment commission 
says that for the whole of 1987, only two 
companies received approval to invest 
abroad in garment or textile ventures — 
one in the Philippines and the other in 
an unspecified location outside South- 
east Asia. This certainly understates the 
actual level of investment, however, be- 
cause most businessmen prefer to 
bypass official channels. 


he key fact determining individual 

firms’ survivability is quota. Those 
companies with sizeable quota in their 
own right will make it, as this guarantees 
them at least steady sales each year. 
Smaller companies, often the more re- 
cent entrants in the business, are in dire 
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factory in Indonesia, which began pro- 
duction last year, and has plans for 
another to go into operation in 1989. 
The location was chosen not only for the 
lower labour costs, but also because In- 
donesia consistently has unutilised 
quota — particularly in cotton shirts and 
pants — that Kolon would like to 
exploit. 

"We're at a turning point now," said 
Park, the Kolon executive. "It's a ques- 
tion of survival, but we'll need another 
two or three years to see how well we've 
managed to adapt." 

Kunja Industries, a Seoul-based 
sweater manufacturer, has just built a 
US$6 million facility in South Carolina, 
thus avoiding US quota requirements 
entirely. 

A study by the Korea Institute for 
Economics and Technology showed 
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straits, because they will have to fight 
for increasingly more expensive quota 
on the open market. 

Despite manufacturers’ prices being 
15-20% higher than a year earlier, the 
large-volume buyers are staying with 
Taiwan. “Its not that easy to shift to 
another country,” said Mark Charlton, 
general manager of the Taiwan liaison 
office of Wishbone Trading Co., a big 
Hongkong-based concern. 

He said that Taiwan’s massive quota 
allotments, particularly in clothing 
made from synthetic fibres, made it 
feasible to continue doing business 
there, despite the higher prices. 

Another factor behind the resilience 
of the garment industry on Taiwan — 
and in South Korea as well — is the fact 
that the whole market spectrum is shift- 
ing upward. Increasingly, the high-vol- 
ume manufacture of low-end clothing is 
done at new, highly automated plants in 
the US, especially in North and South 
Carolina. 

True budget garments — typically, 
simpler styles that require less needle- 
work — are no longer available in 
either Taiwan or South 
Korea. In order to increase 
the profit from each unit of 
quota allotment, manufac- 
turers are finding ways to up- 
grade the product. Some- 
times, this may be as simple 
as adding another pocket to 
a garment. It may also in- 
volve shifting to a finer syn- 
thetic-blend fabric, one that 
more closely imitates the feel 
of natural fibres. 

— Carl Goldstein 


that by April 1987, 36 com- 
panies had set up production 
facilities abroad, though the 
numberis almost certainly in- 
complete. The great major- 
ity of these were garment 
makers. The ventures were 
widely distributed, with 21 in Central 
America and the Caribbean basin, and 
the rest scattered throughout South- 
east Asia, the Pacific, and the Sub- 
continent. 

The South Korean Government now 
says it is committed to maintaining cur- 
rent employment levels in the garment 
industry. This is a switch from the policy 
followed through the late 1970s, when 
garments and textiles were regarded 
with disfavour as part of the country's 
obsolete light-industrial base. 

Now, however, the authorities are 
concentrating on the upstream weaving, 
dyeing and finishing sectors, providing 
financial incentives and other support. 
For the garment sector, which is less 
amenable to technological improve- 
ment, there are kind words — but no 
concrete assistance. ^ — Carl Goldstein 
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INVESTMENT 


Underground 
shelters 


Taiwan’s fringe investment 
firms face investigation 


By Jonathan Moore in Taipei 


to prosecutors are investigating 
several “underground” investment 
houses in an attempt to get to grips with 
one of the most glaring, and potential- 
ly disastrous, effects of Taiwan's in- 
adequate financial laws. The move has 
been widely interpreted as a warning to 
the unregulated investment firms — and 
their investors — to curb their activities. 
It has also been seen as an attempt to 
prepare the way for financial reforms. 

High Court prosecutors are inves- 
tigating at least 10 firms for banking law 
violations and possible fraud. There are 
about 50 such investment houses which 
act as deposit-taking companies for 
local investors, paying depositors rates 
as high as 40%. Financial analysts say 
such rates are unsustainable and the 
government is worried that the instabil- 
ity of the firms might cause a large-scale 
financial collapse. 

No one knows exactly how much 
money the companies control, but esti- 
mates run as high as NT$100 billion 
(US$3.5 billion) of unregulated depo- 
sits. The houses take advantage of a 
loophole in Taiwan's investment laws, 
which limit deposit-taking to banks, by 


| selling shares in the firm to investors. 


Sar EERE 


The firms admit they are operating on 
the fringes of Taiwan's undefined in- 


|, vestment laws. Some consider them- 


selves crusaders, leading the charge 
for increased financial activity in Tai- 
wan. 

“Taiwan financial law is very unde- 
veloped," said David Liu, a manager at 
Hong Yuan, the largest of Taiwan's in- 
vestment houses. “We are taking ad- 
vantage of the murky areas." Hong 
Yuan is believed to have deposits of 
more than NT$10 billion. The com- 
pany, which has branches in Hongkong, 
the Middle East and the US, is involved 
in property investment in Taiwan, 
where it has stakes in an hotel and de- 
partment store, and overseas. 

Hong Yuan says it has performed ex- 
tremely well in overseas financial mar- 
kets and therefore has a policy of paying 
investors high rates of return. But finan- 
cial experts say depositors may be ex- 
posed to high risks in what appear to be 
large-scale pyramid arrangements in 
which long-standing investors are paid 
with deposits from new investors. 

“Either these companies have been 
unbelievably lucky playing the market, 
or they are operating some of the 
world’s biggest pyramid schemes,” said 
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Blair Pickerell, general manager of Jar- 
dine Fleming. 

Officials of Taiwan’s High Court said 
that at least 10 investment companies 
were under investigation. Finance offi- 
cials fear that the companies’ assets, 
which are largely in real estate, are not 
liquid enough to support a run on the 
houses. Banking sources say a panic 
could trigger a collapse on the scale of 
the 1985 Cathay group crisis when two 
large trust companies failed. 

But the government is caught in a 
quandary. An over-exuberant crack- 
down on the companies could spark just 
the panic it hopes to avoid. Yet to take 








no action and to allow the investment 
houses to carry on as they have for the 
past five years is to risk being blamed for 
the collapse if it does occur. Some local 
bankers believe such a crisis is inevitable. 

Investigators are, therefore, tread- 
ing carefully, possibly hoping to encour- 
age investors to pull their money out of 
the unregulated firms and put it into 
more protected investments. A recent 
run on Fukelin, the fourth-largest in- 
vestment house, is thought to have been 
sparked off by news of the investigation. 
No arrests have been made, but execu- 
tives of several of the firms, including 
Hong Yuan, the Fortune group and 


Fukelin, have been prevented from 
leaving Taiwan. 

Another reason for the investigation 
might be the government's growing 
realisation that the services provided by 
the investment firms are a necessary and 
inevitable part of Taiwan's growing fi- 
nancial sector. The rapid growth of 
Taiwan's money supply has led to the 
domination of the local stock and real- 
estate markets by speculative investors. 
It has also encouraged the growth of 
myriad black- and grey-market financial 
services. The government's investiga- 
tion could prepare the ground for 
legalising some of these activities. oO 
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Fair shares for all 


Australia and New Zealand regulators order new disclosures 


By Hamish McDonald in Sydney 


f: eweg and New Zealand share- 
market regulators have ordered all 
listed companies to disclose any gaps 
between book and market values of 
their investments in listed securities. 
The crackdown could extend later this 
year to force into the open the secret 
buy-back and other conditions that re- 
cently have surrounded certain large 
transactions in the two markets. 

Australia’s National Companies and 
Securities Commission (NCSC) has 
teamed up with the Australian Stock 
Exchange (ASX) to use the latter’s 
broader listing powers to require all 
1,300 or so quoted companies to make 
public by 19 February the book value of 
any listed shares they own, along with 
the market value on 31 December 1987. 
The New Zealand Stock Exchange has 
gone further, asking not only for similar 
details of companies’ equity portfolios 
but for a pro-forma balance-sheet as of 
31 December or later if the company 
chose. 

Given that the Australian market is 
down about 40% and the New Zealand 
market about 55% since their pre-crash 
peak in September, the disclosures will 
no doubt bring out severe weaknesses in 
a number of companies. But initial fears 
that this might trigger a “second wave” 
crash in the markets seem to be reced- 
ing, at least in Australia. NCSC chair- 
man Henry Bosch said the step was 
taken because of fears that weakened 
companies might try to raise capital 
from an uninformed market, or pass 
their problems to associates. 

In the more incestuous market of 
New Zealand, the souring of inter-com- 
pany investments has put five com- 
panies into receivership since October. 
However, Justice Minister Geoffrey 
Palmer has insisted that information im- 


portant to minori- 
ty shareholders be 
brought out, warning 
that recent incidents 
had brought the inte- 
grity of the country’s 
sharemarket into ques- 
tion. 

The Australian ac- 
tion, announced with- 
out warning on 31 
January by the NCSC’s 
Bosch and ASX chair- 
man lan Roach, has 
met a mixed welcome. 
Some analysts see the 
new information as in- 
adequate without an updated balance- 
sheet as in New Zealand (the majority of 
Australian companies use a July-June re- 
porting year). Shares in some minor 
companies which had not been traded at 
all since October for want of buyers 
could appear to be stronger investments 
than shares in blue-chip stocks, such as 
Broken Hill Proprietary Co. , which con- 
tinue to have a liquid market. Adelaide 
Steamship's John Spalvins, an active 
share trader, said that simple reliance on 
the quoted price did not allow for the 
premium attached to large share parcels. 

Bosch and other NCSC officials have 
indicated that further disclosures may 
be ordered in coming months. He sing- 
led out the use of put options attached 
to asset sales, whereby the seller agrees 
to buy back the asset on certain terms if 
the buyer wishes. Bosch said cases in 
which companies announced the sale of 
major assets, only to have the deal re- 
versed by an initially undisclosed option 
arrangement, misled the market. “I 
think it’s a rather disgraceful thing for 
companies to be doing, but it’s becom- 
ing more common,” he said. “Unfortu- 





Palmer: warning. 





nately, the law as it stands doesn’t pro- 
hibit it.” 

Other target areas of NCSC atten- 
tion are believed to include profit-shar- 
ing agreements, the methods companies 
use to account unrealised losses, and 
“debt defeasance” whereby companies 
sell their debt to gain tax advantages 
and improve their bal- 
ance-sheets. 

The NCSC’s borrow- 
ing of the broad listing 
powers of the stock ex- 
change comes as con- 
troversy deepens about 
Bosch’s extension of 
the informal powers of 
the securities-industry 
watchdog in his three 
years as NCSC chair- 
man. A former busi- 
nessman, Bosch has 
tended to push aside 
legalistic approaches 
and use backroom bar- 
gaining to achieve 
quick results. Because of a recent court 
judgment affirming the NCSC to be 
subject to Australia’s restrictive 
defamation laws, the reasons are not al- 
ways disclosed. 

The most notable victim of this has 
been New Zealand entrepreneur Bruce 
Judge, whom the NCSC forced out of 
executive roles at the troubled Ariadne 
group. The NCSC may have also dis- 
suaded Malaysian-born investor Lee 
Ming Tee from re-entering the share re- 
gister of Wormald International after it 
bought out Lee's Sunshine Australia 
last year. 

Bosch still has two years of his ap- 
pointment left. But moves in Canberra 
for a new unified Australian Securities 
Commission, to replace the present di- 
vision of authority between the NCSC 
and the six state corporate-affairs com- 
missions, could unseat him before then. 
Those who feel Bosch is biased against 
newcomers and takeover players are 
taking cover in the ranks of those wor- 
ried about effective penalties being 
applied outside the normal processes of 
law and evidence. 


Sls 


74 





ARCO 
BLACK & DECKER 
BRITISH PETROLEUM 
CLEVELAND BRIDGE 
HALLIBURTON 
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McDERMOTT 
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YORK INTERNATIONAL 


What do these 
international companies 
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Computers and Communications. 


An era of growth. And integrated voice, data and 
NEC is helping open new image communications that help 
horizons in business growth all people work more closely together. 
across Asia. In Asia and all around the world. 
With increasingly powerful net- Today NEC is a world leader in 
works of business and personal semiconductors, computers, and 
C C computers that allow offices to communications systems. And one 
b Bur operate more efficiently. of the foremost names in home 





Helping Asia open new horizons. 


electronics. help you handle information of any 
The expertise behind over kind more effectively, whenever 
15,000 products is at work in our you need it. 
integrated C & C—computers and Io find out more about the com- 
communications — technology. pany that's opening new horizons 
We offer a full range of systems — in business growth and produc- 
from computers and fiber optics to tivity throughout Asia, contact your NE C 
cellular telephones — designed to local NEC representative. 





















yor are serious about investi 19 - 
now you can be sure of having the k 
independent information you need « e o 


We'd like to introduce a new weekly newsletter titled "ASIAN MARKETS MONITOR", 
intended for serious investors whether an individual or institution. AMM will provide 
you with timely, reliable news and information you need to invest confidently with 
the greater chance of success. 


Concise Coverage of Asia's Markets 

Every week AMM will provide concise, comprehensive coverage and analysis of 
Asia's fast paced markets. Just the kind of timely information you must have regu- 
larly to assess your current portfolio and make informed, accurate decisions on new 
investments. 


AMM Helps Eliminate The Uncertainty 


While the AMM can't guarantee you success and profit, it can and will help you im- 
measurably to eliminate much of the risk and uncertainty you would otherwise be 
exposed to. In short, you will be better prepared to make more targeted and in- 
formed investment decisions both now and in the future. 
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The AMM is prepared and brought to you by the publishers of the Far Eastern Economic Review, for over forty years the rec- 
ognised authority on Asia's political, economic and financial affairs. All the insight and experience of our Company stands be- 
hind the AMM, making it, from the start, a highly authoritative and independent source of market information. 


A Compulsory Investment 


At an annual subscription price of only US$599 the AMM is no doubt the least costly investment you will make this year. It will 
also certainly prove to be the most vital and useful. Don't make any decisions on your investments in Asia before you read 
what this report has to say. 


Unqualified Money Back Guarantee 


If for any reason after you've received AMM you wish to cancel your order you may do so at any time and receive a full refund 
of the unused portion of your payment. 


Order Now 
Order now while you're thinking about it and begin receiving the kind of vital information you want and need about the HONG 
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A mountain of paper has been devot- 
ed to explaining last October’s 
stockmarket crashes. What is abun- 
dantly clear is that the task has proved 
too much for the individual exchanges 
and regulatory bodies which have at- 
tempted it. On the whole, they have 
been anxious to defend their own na- 
tional markets and unwilling to look at 
the implications for the global equity 
market. 

According to the chairman of the 
New York Stock Exchange (NYSE), 
John Phelan, New York’s system of 
stock-exchange specialists (who act as 
matchmakers between buyers and sell- 
ers) performed “better than any other 
system around the world” during Oc- 
tober’s dark days. Sir Nicholas Goodi- 
son, the chairman of the London Stock 
Exchange (LSE), is equally certain that 
London’s market makers (who take 
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LSE: resilience. - 


major positions on their own books) 
showed up best in the crisis. 

The actual record appears to favour 
Goodison’s claim. London did trade 
continuously throughout the crash 
period — even if it did occasionally have 
to resort to a “fast market” system of in- 
dicative rather than firm prices — 
whereas New York suffered numerous 
trading suspensions.The huge (though 
temporary) surge in trading of foreign 
stocks — Japanese and Australian as 
much as US and European — on Lon- 
don during the crash period also ap- 
pears to bear out its greater resilience. 

Amidst the anxiety on both sides of 
the Atlantic to prove that their own 
stockmarket systems are superior, some 
much more important concerns have 
been lost sight of. For instance, just who 
was responsible for the crash? 

What emerges from the LSE report 
is that, far from precipitating it, indi- 
vidual investors went on absorbing 
stock in large quantities right through 
the panic period until it became clear 
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that a bear market had set in. Ditto it 
seems in New York. So who was selling? 

The LSE maintains a deafening si- 
lence on this question because, it says, 
its sampling system for discovering who 
initiates equity transactions is inconclu- 
sive. The system is going to be tight- 
ened, but this is akin to bolting the door 
after the horse has fled. If individual in- 
vestors were loyally holding onto 
shares — and even buying more — 
what were the institutions supposedly to 
be firm holders of stock, the bedrock of 
any mature market, up to? 

Was there indeed wholesale trans- 
Atlantic dumping of British and foreign 
stocks in the London market as has been 
rumoured, or was it local institutions 
which took fright? It would have been 
fair game to identify and pillory the sell- 
ers. In an age when stockmarket influ- 
ences are transmitted so quickly round 
the globe, it seems only right that the ac- 
tions of the international players should 
have high visibility. 

This identifying of the activities of 
big players is not simply so that, as the 
Financial Times elegantly phrased it, 
London can avoid “playing host of 
last resort to a global securities melt- 
down.” Rather, it is because emerging 
stockmarkets, from Taiwan to Brazil 
and South Korea to Mexico, need to be 
able to judge the behaviour of the inter- 
national institutions who are likely to 
enter their markets in future. In a way, 
the New York situation is even more 
opaque because both individuals and in- 
stitutions appear to have been net 
buyers of stock on the fateful days of 19 
and 20 October. 

Was it the markets in futures and op- 
tions which dragged down the NYSE 
rather than any selling orgy in the cash 
markets? New York says “yes,” 
Chicago says “no.” The evidence, as 
Shroff reads it, appears to bear out 
Chicago’s case. 

Over the one-week period from 14- 
20 October, the Financial Times 100 
(Footsie) Index fell 22%, the Dow 
Jones Industrial by 24% and the Nikkei 
Dow in Japan by 18% — falls of roughly 
similar magnitude. Yet, at the centre of 
the storm, turnover in the Standard & 
Poors 500 stock index was four times the 
NYSE's turnover in equities whereas in 
London trading in the Footsie 100 fu- 
tures index was equal only to around 
10% of trading in underlying equities. 
Tokyo, of course, does not even have a 
formal index-futures market. So where 
is the common factor here to implicate 
futures trading? 

The NYSE and the US regulatory 
authorities seem happy to conclude 
rather lamely that they do not yet fully 
understand the nature of the linkage be- 





tween equity markets and futures mar- 
kets. This is highly ironic because the 
US could well end up turning its back on 
the sophisticated financial techniques 
which it has pioneered in this field. 

London is being more positive and 
arguing that it needs more, rather than 
less, arbitrage activity between the 
stock and futures markets. London 
could feasibly end up taking over the 
US’ lead in the sphere of equity-linked 
futures markets. 

In other areas of futures trading, 
such as in debt instruments, the cash, 
forward and futures markets are all very 
well integrated in London. Interest-rate 
and currency futures, for instance, 
coexist very happily with forward trans- 
actions in the money and foreign-ex- 
change markets and with strict cash 
transactions, without any fears of the 
tail wagging the dog. There seems no 
fundamental reason why stock-index fu- 
tures should not join the pantheon of 
respectable futures instruments. 

Futures markets too, have more 
sophisticated knowledge of interest 
rates and other factors which should in- 
fluence equity prices than do stockmar- 
kets proper. There seems to have been a 
failure of nerve in the US when it comes 
to analysing concepts such as this which 
could help shape the future of the global 
financial markets. It seems to Shroff 
that now is the time for the US to come 
to the defence of the financial concepts 
which it has pioneered and which many 
other financial centres, not least in 
Asia, have since adopted. 

Instead New York seems prepared 
to retreat into outdated orthodoxies. It 
is for instance considering Japanese- 
style restraints to stock trading by im- 
posing arbitrary daily limits on share- 
price movements. London has rejected 
any such idea for its markets, argu- 
ing that so-called  circuit-breaker 
mechanisms simply postpone rather 
than remove selling pressures in the sys- 
tem. The same argument applies be- 
tween whether equity markets influence 
stock-index futures markets or vice- 
versa. Trading simply makes for the 
most liquid market and if New York 
joins Tokyo in restraining it, trades will 
simply make for London. 

The US could end up going the Ja- 
panese way too in another area — re- 
quiring that stock-index futures should 
be settled in kind rather than in cash. 
Osaka has a system roughly akin to this 
(though for the very good reason that 
certain Japanese commodity brokers 
have defaulted in the past). To treat 
common stocks like coffee or cocoa, re- 
quiring ultimate delivery as proof of a 
contract's integrity, is seen by London 
as akin to returning to the Dark Ages. 
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- BANKING 


| Credit where it's due 


Thai banks stage a recovery, but competition affects prospects 


By Paul Handley in Bangkok 


hailand’s commercial banks made 

an impressive recovery last year 
after a dismal performance in 1983-86 
when recession and a commodity-price 
slump pushed several institutions to the 
brink of collapse. 

Bangkok Bank Ltd (BBL) reported a 
70% jump in gross profits last year, 
Siam Commercial Bank (SCB) an 82% 
increase, and Thai Farmers Bank (TFB) 
a 56% rise. But the 1987 results are de- 


.| ceptive and mask the mounting chal- 


-lenges now facing Thailand's financial 
institutions. 

Bankers say the profit figures fall 
short of expectations and they fear that 
the gains made last year could be 
quickly erased by the intense competi- 
tive pressures they now face. Interest 
rates have stabilised after plunging in 
1985-86 but feverish competition has 
sharply reduced the spread between 
funding and lending rates, restricting in- 
come growth. 

This spread (net of regulatory costs 
which represent the lending oppor- 
tunities lost by banks having to reserve 
resources because of government regu- 
lations) averaged 3.3 percentage points 
in 1982, falling to 2.92 points in 1984-86, 
according to a study on bank efficiency 
by the Thailand Development Research 
Institute. In the first half of last vear it 
dropped to 1.7-1.9% before recovering 
slightly, according to the Bank of Thai- 
land (BoT, the central bank). The 
banks have urged the government to set 
rates in order to dampen competition 
and maintain an economic spread. 

Bank lending has also failed to keep 
pace with the rapid expansion of the 
Thai economy. Given a GDP growth 
rate of 6.6%, lending increased by an 
unimpressive 17% last year, after a mis- 
erable 4.2% in 1986. Deposits rose by 
16%, against 12.9% in 1986. Lending 
only overtook deposit growth in the 
fourth quarter of last year. The loan:de- 
posit ratio remained at 8775, the same 
as in. 1986, and well below the level 
which banks consider desirable, given 
the booming economy. 

Despite the good performance in 
1987, banks "are finding it more dif- 
ficult making money — that is for sure," 
said Pridiyathorn Devakula, executive 
vice-president of TFB. 

Thailand's 15 commercial banks, 
which had a total net worth of Baht 40.3 
billion (US$1.6 billion) at the end of 
1986, are now being forced to diversify 
their business in the face of stiff compet- 
ition from rival sources of capital, in- 
cluding finance companies, merchant 


[| banks and the booming stockmarket. 
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Banks which formerly catered only for 
the biggest borrowers are now plunging 
into the emerging retail-banking mar- 
ket, creating for the first time a buyer’s 
market for loans. The 14 foreign banks 
are adding to the pressures, especially in 
the retail banking sector. Despite the di- 
versification, however, the tight mar- 
ket conditions are likely to restrict in- 
come growth. | 

Bank regulation is also. becoming 
tougher and costlier. A revamped cen- 
tral bank last year forced commercial 
banks to boost their capital base from 
Baht 12.2 billion to Baht 52 billion to 
cover bad debts. Analysts estimate that 
another Baht 20-30 billion in bad debts 
remains to be covered. BoT also plans 
to stop what it considers to be excessive 
lending to firms which have close links 
to major bank shareholders. 

The government, too, has added to 
the pressures facing banks by showing 
its resolve to prosecute offending bank- 
ers. Early last year, Suphot Dejskul- 
thorn, former head of Yaowaraj Fi- 
nance, the failed company that sparked 
the financial crisis in. 1983, was sen- 
tenced to 10 years’ imprisonment, pend- 
ing appeal. In December, charges were 
filed against Tamchai  Khambato, 
former chief executive of the state- 
owned Krung Thai Bank, for violating 


ommercial banks’ new-found en- 

thusiasm for retail lending has en- 
croached on the traditional province of 
finance companies and credit fonciers 
(home-lending firms). Banks have al- 
ready taken the lion's share of the 
home-loan market in the wake of the 
surge in Bangkok's middle class over 
the past five years. Bigger institutions 
such as Bangkok Bank are making 
steady business out of refinancing home 
loans originally taken out at credit fon- 
ciers. 

Finance companies survived the dif- 
ficulties of last year by shrugging off 
most of their expensive term deposits in 
the form of promissory notes at mid- 
year. And by taking advantage of cheap 
funds in the inter-bank market, nd 
managed to remain competitive wit 
banks. Most of their lending was con- 
sumer-type hire purchase business. 

However, credit fonciers, which are 
confined to housing finance and could 
not take the risks of inter-bank funding 
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Finance firms feel the squeeze 
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lending regulations. 


vith loans t 
most caused the bank's collapse. 
Another problem is the persistent 
over-liquidity of the financial system. 
Funds have been flooding into Thailand 
because of an export and tourism boom 
and substantial overseas borrowings by 
local investors. Bank assets have grown 
from some 25% of GDP in the mid- 
1970s to just under 80% in 1987. But 
that rise has not been matched by 
growth in domestic investment. 

Some banks are facing up to the chal- 
lenges of stiffer competition and a 
tougher regulatory environment. But 
most appear to be dragging their feet, 
unwilling to shrug off the business prac- 
tices of yesterday. “That banks were the 
least efficient industry in Thailand” in 
1984, says one long-time resident 
foreign banker, adding that despite the 
1983-86 shakeout, when three banks 
were taken over by BoT and three more 
bailed out, “they still might be.” Al- 
though they have made some headway 
on productivity, said Ekamol Kiriwat, 
BoT’s director of bank supervision, 
their cost control remains poor. 








ver the past four years the central 
bank has attempted to guide banks 
into the modern era of professional man- 
agement, and wean them away from gov- 
ernment hand-holding. Nevertheless, 
last year bankers spent much of their 
time pleading with BoT to fix lending 
and borrowing rates as it had done in the 
past. BoT refused and would only set 
ceilings on savings and lending rates, 
though the latter rate has meant little in 
the face of fierce competition. 
Banks’ attempts to form deposit-rate 


or afford high deposit rates, fared 
badly. Some had previously obtained 
long-term funds from banks, or had 
guaranteed business from associated 
project developers. But with banks 
stepping up lending to home buyers and 
developers, Thailand’s 20 fonciers 
found bank support hard to come by. 
Their future looks limited. “They were 
a mistake in the first place,” says one 
senior official. The government is press- 
ing them to merge with finance com- 
panies. 

A similar fate awaits small finance 
companies. Bank competition is severe- 
ly squeezing finance-company margins. 
According to the Thailand Develop- 
ment Research Institute, net spreads 
on lending averaged 3.6 percentage 
points over 1980-82 but dropped to 
1.7 in 1984-85 and 0.65 in 1986. Lend- 
ing was a losing business for most of 
those three years. The majority were 
forced to rely heavily on fee busi- 
ness, which grew from 14.1% of total 
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cartels failed miserably, though a 
floor rate of 6.5% for inter-bank 
funds which they set in Novem- 
ber because prime customers had © 
been borrowing at close to 5.5%, 

the savings deposit rate, has held 

up 


fering higher rates. “One of 
our competitors is stealing our 
depositors by offering 8.25%,” 
said one bank executive. Others 
that have stood by the agree- 
ment have lost a wealth of depo- 
sits. 


Interbank lending rates compared 
with rates paid on commercial 
bank savings deposits 


Interbank lending rates, weighted average 
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In an effort to reduce the pres- 
sures on banks, BoT did scale back 
its demand forthe setting of reserves 
for long-accumulated losses. It also 
postponed a move to force banks to 
publish their loan-loss reserves for 
the first time. Banks were, how- 
ever, still pushed to continue build- 
ing up their capital base to cover 
reserves, and by the end of 1987 
some were running into difficulties 
trying to keep up with BoT demands. 

Commercial bankers admit that their 
1987 performance looked good because 
of capital gains made in the stockmarket 
boom and a surge in fee income due to a 
29% growth in business. SCB, Thai- 
land’s fourth-biggest bank in terms of as- 
sets, saw fee income grow from 8.8% of 
total pre-tax income in 1986 to 13.1% in 
1987. At First Bangkok City Bank 
(FBCB),-one of the major casualties of 
the three-year banking slump, fee busi- 
ness accounted for about 15% of net 
profits. À 

Banks have agreed to set standard 
fees for all types of services in a bid to 
safeguard this income. They have im- 
posed a Baht 5 charge for cheques, and 
are considering raising fees for automa- 
tic-teller machines. 

Thai banks were helped last year by 
the resurgence in economic activity 
which enabled a number of defaulters to 
reschedule their debts. This, along with 


income in 1981 to 35% last year. 

The only firms that did well last year 
were those in the securities business. 
They scored heavily in the stockmarket 
boom. Asia Credit, the market leader, 
earned 46% of its Baht 150 million pro- 
fits from broking fees, and another 16% 
from underwriting. Assets in the com- 
pany, though, grew only 5%, slightly 
less than the industry average and far 
below that for banks. 


or firms without licences to under- 

write or sell securities, the year was 
much more difficult, and 1988 threatens 
to be worse. Liquidity is not expected to 
tighten sufficiently to halt the fierce 
competition for borrowers or expand 
margins. The problems are such that the 
Ministry of Finance (MoF) is still find- 
ing it hard to find buyers for half the 24 
finance companies it rescued in its 4 
April 1984 “lifeboat” scheme. Buyers 
insist on receiving licences for securities 
business before taking over a rescued 
firm. 

A handful of the biggest finance 
companies are moving in the direction 
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SCB, which increased deposits 
by about Baht 1 billion a month 
from January to November last 
year, saw them slump dramatically 
to Baht 250 million in December 
after a flood of withdrawals. 
January could see a net fall in depo- 
sits, said one SCB official. 

Meanwhile, BBL and TFB saw 
huge jumps in their deposit base in 





REVIEWGRAPH byBamylee the last week of December, suggest- 


the boom in property prices, the pri- 
mary source of bank collateral, meant a 
significant shrinking in bank-risk assets. 
Raising capital to meet BoT bad-debt 
directives was also made easier by the 
stockmarket boom, at least until Oc- 
tober. 


evertheless, the over-liquidity of 
the Thai financial system and an in- 
crease in competition meant that busi- 
ness remained tough and profits low 
compared to pre-1982. The situation 
was not helped by the banks’ traditional 
fixation with deposit growth. Following 
a BoT ban on super-savings accounts, 
which were basically a tax-avoidance 
scheme, the Thai Bankers’ Association 
agreed in December to set up a deposit- 
rate cartel. Large banks would offer 
7.25% on deposits and small banks 
7.75%. 
The result was pandemonium. Seve- 
ral banks quickly broke the pact by of- 
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of merchant and investment banking, 
helped by funding support from their 
parent banks. The MoF supports the 
move, which should help the develop- 
ment of a money market in Thailand. 

According to the managing director 
of one of the largest merchant-banking 
operations, business is starting to pick 
up. Syndications are beginning to gain 
acceptance, and last year the volume of 
floating-rate note issues passed Baht 1 
billion. The setting of an inter-bank rate 
floor by the bankers association, how- 
ever, threatens to undermine the mar- 
ket by artificially fixing the bench- 
mark. 

To help the finance companies, the 
ministry plans to reserve leasing busi- 
ness for them. Like banks, finance com- 
panies will also be able to sell indepen- 
dently developed software, act as insur- 
ance company agents and provide cus- 
todian services for securities as well as 
operate as agents in settling securities 
trade and dividend payments. To the in- 
dustry’s disappointment, however, the 
MoF is reserving foreign-exchange busi- 
ness for banks. — Paul Handley 
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ing that they too broke the agreement. 
BBL’s deposits climbed Baht 5.7 billion 
in December alone, against growth for 
the whole year of Baht 23.5 billion. 

This intense competition is hurting 
many of the smaller, struggling banks, 
like FBCB, which was taken over by 
BoT in June 1986. It is being forced to 
operate with extremely tight margins. 

But borrowers and depositors have 
been having a field day. By the 
end of the year, even small rural 
customers were beginning to borrow 
at 13%, while some Bangkok finance 
cont were offering depositors 
12%. 

Meanwhile, some banks have started 
offering home loans, a target market for 
most Thai financial institutions, at rates 
of less than 11%. In the face of such 
competition, it is unlikely that struggl- 
ing banks, like FBCB, SCB, Bangkok 
Metropolitan Bank and Krung Thai 
Bank, can make much headway. 

The competitive pressures are forc- 
ing banks to move, albeit slowly, into 
new areas of business. Most are now 
exploiting the more lucrative retail mar- 
ket. BoT has encouraged this move by 
ruling that only 80% of home loans 
should count as risk assets. A plethora 
of retail services have sprung up in a bid 
to tap the market. These range from 
overdrafts on automatic-teller machine 
accounts to small loans by mail. 

This market, which has been created 
by Thailand’s rapidly expanding middle 
class, will continue to grow. But it is 
largely confined to Bangkok and is not 
expected to absorb the growth in funds 
available. Ekamol complains that banks 
have yet to explore the possibilities of 
rural lending, which he contends is a 
worthwhile market snubbed by the in- 
stitutions. 

BoT rule changes in November allow 
banks to enter other business areas. 
Several have already started acting as 
stock custodians and marketing their in- 
house software capabilities. A major 
change allows banks to own more than 
10% of a private company, but only 
where the firm is in serious trouble and 
the BoT gives its approval. Another en- 
ables banks to rent out property taken 
as collateral for loans. 
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Brought to account 


Thailand central bank tightens its grip on the financial sector 


he Bank of Thailand (BoT) has 

emerged triumphant from the bank- 
ing crisis of 1983-86. Before 1981, the 
central bank confined itself to managing 
fiscal policy and compiling statistics. 
Now it has become decidedly, but judi- 
ciously, interventionist. It has brought 
about the end of the comprador system 
and laid the foundations for a modern 
and professional banking sector. 

Since 1984, when BoT took over the 
ailing Asia Trust Bank, the central bank 
has fought an uphill battle to bring 
banks into line with its thinking. Under 
governor Kamchorn Sathirakul and a 
team of young technocrats, six banks 
have been rescued and another 10 prod- 
ded towards reform. 

BoT’s firm but friendly efforts to re- 
form bank management are beginning 
to pay dividends. It has sought to ensure 
that capable managers are in place, in- 
stalling central bank officials on the 
boards of the most troubled institutions, 
and forcing others to set aside reserves 
for bad debts. 

But the rehabilitation of the bank- 
ing sector faced substantial opposition. 
BoT’s political opponents were nearly 
successful in having Kamchorn sacked 
in 1986. His cautious approach also 
earned the bank a reputation for inac- 
tion and indecisiveness. 

The strength of BoT’s opponents will 
again be tested in the near future when 
the bank attempts to toughen its reg- 
ulatory controls through new banking 
act amendments and interpretations. 

BoT is considering: 

» Converting the bank bailout scheme, 
the Fund for Rehabilitation and De- 
velopment of Financial Institutions 
(FRDFI), into a deposit-insurance cor- 
poration covering only a certain per- 
centage of each deposit, or deposits 
only of less than Baht 200,000. 

» Forcing banks to set basic reserves 
for all lending. 

» The power to veto appointments of 
senior bank officers. 

» The power to scrutinise the accounts 
of major bank debtors. 

These proposals represent a signi- 
ficant advance on November 1985 
amendments, which were enacted 
through a Royal Decree in order to 
bypass parliament and block strong 
commercial-bank opposition. The 
amendments gave BoT the legal means 
to force a bank to raise or decrease capi- 
tal. They also imposed significant legal 
penalties for illegal practices. 

In addition, the FRDFI was set up as 
bailout support for the banks, with each 
bank contributing 0.1% of deposits to 
the fund. BoT used the funds to offer 
about Baht 20 billion in minimal-in- 
terest loans to troubled banks and fi- 
nance companies. 
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A condition of the loans was usually 
the appointment of a BoT official to the 
bank’s top management and a central 
bank veto over management appointees. 

In the latest proposals, the setting up 
of a deposit-insurance corporation will 
face the heaviest criticism. It signals an 
end to the policy of bailing out all stum- 
bling institutions and protecting all de- 
positors. In future, depositors will face 
the risk of losing money, and must 
weigh this against a bank’s reputation. 
Bankers are concerned about a system 
which will give BoT the right to veto top 
management appointments. 

If the amendments are adopted, they 
will provide the central bank with much- 
needed flexibility. “We have light mea- 
sures and we have very strong mea- 
sures, but nothing in-between” to police 
the banks, says Supachai Panichpakdi, 
deputy minister of finance. Kamchorn 
is likely to have enough support to over- 
come opposition to the 
changes. Most bankers 
acknowledge he was a 
welcome change from 
predecessor Nukul 
Prachuabmoh, who 
was sacked in 1984. 

Nukul, “abrasively 
and irresponsibly 
tough," as one banker 
described him, had 
none of BoT's current 
powers. He faced stiff 
resistance to his at- 
tempts to clean up the 
banks questionable 
operations. Kamchorn 
has adopted a quieter 
approach. 

BoT's style is im- 
pressive. It takes big 
risks, and does not 
bother to defend itself 
publicly. Yet even 
Kamchorn's enemies 
agree that the central bank governor is 
completely unambitious and unswayed 
by political considerations. 


He the central bank’s actions 
have prompted criticism. Many still 
question why the Siam City Bank prob- 
lem was allowed to fester publicly for 18 
months before BoT took decisive action 
(REVIEW, 22 Jan. '87). 

As for First Bangkok City Bank, 
which was taken over in July 1986, BoT 
already had one of its officials on the 
board in 1985. It believed it had an 
adequate grasp of the situation. But 
when FBCB president Kamron Te- 
japaibul fled the country, BoT was 
criticised for severely underestimating 
the bank’s problems. 

The central bank governor says he 
has moved slowly for fear of setting off a 





Kamchorn: quieter approach. 


panic. The banks were like dominoes, 
he says, and a panic in one could have 
spread to others which were vulnerable. 

Kamchorn’s February 1986 sum- 
mons to the heads of all the banks to 
give, one by one, a detailed account of ~ 
their problems and proposed solutions, 
was unprecedented. But he now uses 
these regular consultations to force 
banks to solve their own problems. The 
results at first were mixed. Bank of Asia 
was credited with being forthcoming 
enough to get a soft loan without having 
to accept a BoT official on the board. 
FBCB, on the other hand, was said to 
have been uncooperative. 

Smaller changes in BoT style have 
perhaps done more for the cause of 
modernisation. Before Kamchorn’s ap- 
pointment, BoT had checked banks’ 
books about once every three years, 
spending most of its time inspecting 
every branch. One banker recalls that 
BoT appeared more concerned about 
the time banks shut their doors than 
how strong their loan portfolios were. 

Now the bank focuses on the head 
office, where most of the lending is 
done, and ignores 
petty details, such 
as day-to-day cash- 
adequacy ratios. A 
staff of about 300 bank 
examiners now con- 
centrate on central of- 
fice loan portfolios and 
forex records. If the 
banks heed BoT direc- 
tives on major prob- 
lems, minor violations 
go ignored. 

BoT can clearly get 
tough. To end the 
"super savings" rates 
banks offered de- 
positors last year, BoT 
threatened tax audits. 
In public, however, it 
claimed that the spe- 
cial-rate tax-avoidance 
accounts were illegal. 

Content that most 
banks have sharpened 
their management abilities, Kam- 
chorn’s current focus is on loan-loss re- 
serves. BoT is pushing commercial 
banks to cover their total bad debts over 
the next three years, and is forcing them 
to set reserves monthly, instead of wait- 
ing until the end of the year. For the first 
time, it is forcing banks slowly to in- 
clude in their books overseas risk assets, 
which surfaced as a major problem for 
several banks from 1984-87. 

His other main concern has been to 
draw the lines between banks and fi- 
nance companies because in any 
straight fight the banks would come out 
on top. Last November, BoT reinter- 
preted bank codes to give banks more 
scope. However, requests by the bank- 
ers’ association to be allowed to under- 
take underwriting and leasing business 
went unanswered. — Paul Handley 
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_ Adding still more value 


TE global stockmarket crash has yet 
to exert a serious impact on Hong- 
kong. Economic activity remains 
buoyant, and confidence levels do not 
appear to have been hurt. The big un- 
certainty is the level to which US import 
demand will slump — the US accounts 
for 38% of Hongkong’s exports. But the 
early evidence suggests that the adverse 
effects may not be severe. 

In the 2 March budget, the govern- 
ment should release the official growth 
rate for last year. Unofficial estimates 
put GDP growth as high as 14%, well 
beyond the revised 8% estimate of the 
Financial Secretary Piers Jacobs last 
September. A single-digit figure would 
be disappointing, and most analysts ex- 
pect a higher one. 

The result, however, has been the 
emergence of severe labour bottlenecks 
in Hongkong. Business has tackled the 
problem with increases in productivity 
(more overtime) and increased invest- 
ment in mechanisation. Less-skilled as- 
sembly work is increasingly being 
switched to China, most notably to 
the neighbouring Shenzhen Special 
Economic Zone. 

Such a move enables businesses 
to capitalise on vastly lower wage 
rates in China, while using the 
skilled Hongkong labour force for 
added-value activity. However, the 
relocation of production. in China 
does- not ‘itself ease labour 
shortages. A continued high 
level of business activity should 
ensure that full employment in 
Hongkong persists. Real wages 
will, therefore, continue to 
rise. 

While export growth to the US 
is declining, part of the slack 
could be taken up by increasing 
exports to Europe and Japan. Ex- 
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ports to Japan in the first nine months 
of last year rose 53% in real terms 
and to West Germany 32%. Exports to 
South Korea and Taiwan also showed 
healthy gains. The continued fall of 
the US dollar-tied Hongkong currency 
should ensure further scope to raise 
exports. Growth in these economies 
could also show an upswing in re- 


sponse to US pressure. Electron- 
ics production appears notably 
strong. 


Domestic demand should strengthen 
in 1988. Real wage increases, buoyant 
demand for credit (in the face of nega- 
tive real interest rates), the strength of 
the local property market and major 
government spending on construction 
should buttress activity. 

Residential property prices appear 
to have eased since the stockmarket 
crash, but prices could push higher if 
credit stays cheap. Office prices appear 
to have continued to rise, judging by 
this year's better-than-expected rentals 
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received for space in Bond Centre and 
Harcourt House. And GDP this year 
will receive a major boost from the 
number of new property developments 
which will come on stream. Many of 
these have been pre-sold. 

The government’s budgetary surplus 
for the financial year to 29 February is 
expected to be HK$8 billion (US$1.1 
billion), in contrast to the financial sec- 
retary's HK$2 billion forecast. That of- 
fers the government scope to award 
some major public-construction pro- 
jects this year, notably Kwai Chung 
Terminal 7, the Hunghom Bay reclama- 
tion, and the Tate's Cairn Tunnel. 
While the effect this year may not be 
considerable, these contracts will offer 
some insurance against a major down- 
turn in the construction sector. 

A continued current-account surplus 
— with an increased inflow from ser- 
vices (tourism, investment income) 
offsetting the decline of the trade 
surplus — should ensure that liquidity is 
plentiful. The caveat here is that the 
Hongkong dollar has not been re- 
valued. If it is, higher interest rates will 
be needed to support the new peg. 
The government, though, adam- 
antly opposes a revaluation, but 
industry’s profit margins are 
probably great enough to ab- 
sorb a more adverse exchange 
rate. 

Abundant liquidity, apart from 
boosting property prices, could 
contribute to a rally in share prices, 
especially in the first half of the 
year. Earnings multiples are his- 
torically cheap, being under 10 
times, while corporate profits could 
show modest gains this year. Stock- 
brokers Hoare Govett forecast that 
the Hang Seng Index will reach 
3,000, before a fall in the second 
half in response to greater econo- 
mic uncertainty in 1989. 

— Christopher Marchand 
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Taiwan NT dollar ; 28.61 29.76 34.99 Singapore 3.125 | 3.1255 3.1875 
Thailand baht . 25.28 25.52 25.895 
WestGermany mark 1.707 1.695 1713 1805 |. | South Korea | a | e = 
TOUS Ln A l l | Taiwan | 450 4.25 4.25 
Banknote Official Communist . i 
] rate" rate countries LJ malang | 7.50 7.50 ges 
Bangladesh taka 29.00 31.50 | China et 0. i . — 8.59375 6.6875 6.8125 









Brunei dollar 2.0485 2.015 US$ -Amb 3.722 







































Burma kyat 63.50 6.30 ME NER 

Macau pataca 8.00 8.05 HK$-- Rmb 0.479 p 

Nepal rupee 22.00 19.50 Soviet Union 

PapuaN. G. kina | 0.875 | | 0.90 US$-Rouble0.6037 | | 

ba eel « US$1.35448, ECU1--US$1.2205, | Laos s E Sterling | 

S$1=M$1.2785, £1 = HK$13.5715, US$=New Kip 350.00 | | v 

3 months forward: Japan ¥ 130.145, Beane NP ] 4 

Hongkong HK$7.728, Singapore S$2.001, Vietnam Swiss Fr. 

t dO cti, EMT Dm 3,50 

| [Pod as | i 12.00 
tional Bank of New York for banknote selling rates on the Hongkong market | i 


and Deak international Ltd for official rates. 


COMMODITIES 


Last sale to 12 Feb. 


——O arrests ————— 991 ———— ———— M nai 
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USS: 
| Domestic 3-5 yearst . i a ; 
Soppa l NewYork {4 7-10yearst | 823 | 8.60 | 8.86 
“pel an (Mar.) m 00 M 95.40 8 | International — 3-5yearst | 7.61 | 8.19 8.36 
Aluminium London (1) i p PM yest | deis | e od 
Current delivery (Feb.) 1,193.00 1,145.00 2] Yen: | 
Mar. delivery : 1,115.00 . | Domestic 3years: | 3751 | 3.831 4.10 
Tin KualaLumpur (2) 17.20 | 17.15 !Oyears: | 4.666 | 4.695 | 5.2825 
Cotton New York (4) | | International — 3-5years! | 407 | 4.14 4.51 
May delivery 62.305 | | cd Dm: i 
Rubber KualaLumpur (9) | | | Domestic 3-Syears”) na. | 620 | 5.088 
Current delivery (Mar.) 281.50 281.00 | mae 10 years" | n.a. | 6.588 | n.a. 
- e 282.50 | | | international 3-5 yearst | 500 | $31 | $5.36 
aim OF ‘KualaLumpur (5) POR 7-10 yearst | 609 | 6.47 6.33 
n delivery (Feb.) 1,010.00 | 1065500 | 72100 76000 | | AS: (| | | 
iu ni : very sites ái 996.00 | of Domestic 3 years t | 11.98 | 11.40 | 12.56 
Current delivery (Mar.) | es Wyearst | 12.51 12.92 | 13.27 
Genvery (var. 8.62 | 8.79 7.14 7.85 [| [| International — 3-5years! | 12.39 11.90 13.45 
DRY Comey 851 | 7-0years! | 12.95 | 1292 | 13.86 
Pepper Singapore — (10) | PO B | i 
Sarawak Asta bik 100% 965.00 | 965.00 | 1,037.50 1,092.50 C$: : | | 
Wheat | Chicago (6) | | Domestic 3years* 8.86 | 974 | 89.63 
Current delivery (Mar.) 328.60 | 332.60 285.40 272.75 yeas ©) PME od. | 3.55 
_. May delivery 33140 | international — 3-5years! | 903 962 9.87 
Maize Chicago (7) | 7-10years! | 9.28 | 9.86 | 10.00 
-. Current delivery (Mar.) 20240 | 201.20 182.40 142.75 | | | i | | 
May delivery 208.60 | “4 Domestic Syearst | ona | na | 8056 
Rice — Bangkok (8) | E {Oyearst | na | n.a. | 9.41 
m white fob 31000 | 310.00 278.00 205.00 | [| international 3-Syearst | 9.76 | 9.68 | 9.10 
Soyabeans Chicago (6) Pe 7-10yearst | 9.97 | 10.12 | 9.44 
Current delivery (Mar.) | 62100 | 608.40 563.60 484.50 || NZS: | | 
i a T ih 629.40 | 4 Domestic 3-5 years t | 14.65 | 14.00 | 16.74 
. l | 7-10yearst | 13.55 | 14.00 | 15.10 
_ Current delivery (Mar.) 1,057.00 {| 1,062.00 1,098.00 1,308.00 international — 3years* | 17.148 | 15.48 | 17.148 
May delivery 1,080.00 i | i 
| ,080. | 7-10yearst | 13.54 | 13.95 | 1529 - 
Coffee London (1) | A SFr: | | | 
Current delivery (Mar) | — 1,280.00 | 1,235.00 1,277.00 1,512.00 pas eo nmm. ud 
May delivery 1306.00 | | 3-5yearst | 393 | 428 one 
Sumatran light 17.10 17.10 17.85 17.70 | ECU: b | | 
Brent London 1) 16.05 16.05 17.975 17.35 3-5 years? 
PEG MPO PER Hes ness aa 7-10 yearst j 
ü)fatone (2)M$akg (3)US$anoz (4UScalb (5)M$atonne (6) USe¢ a60 ib bushel ipo 1 


{7} US¢ ad6ibbushel (8)US$atonne (9)Mcakg (10)S$al00kg (11)US$abarref Source: Telerate, Reuter. i : 
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ECONOMIC INDICATORS — SELECTED ASIAN COUNTRIES 
la ee ee 
3 


Economic Growth % (real) (1) 
1987 75 12-13 : 
1988 7-7.5 4.5-8 A 2.6-3 


International Reserves (5) 


Latest , US$14.95b n.a. US$5.06b 


(Oct.) 


Year earlier i 5 : n.a. US$4.53b 


Trade Balance (total merchandise) 


Latest 3 months +US$0.002b +US$1.61b(9) +US$20.15b(6) 


Previous 3 months 
Year earlier 
Exports (7) 
Latest 3 months 
% change previous 3 months 
% change year earlier 
Imports (8) 
Latest 3 months 
96 change previous 3 months 
% change year earlier 


Consumer Prices 
Base 
Latest 3 months index average 


% change previous 3 months 
% change year earlier 


Money Supply (3) 
Latest 


% change previous month 
% change year earlier 


Economic Growth % (real) (1) 
1987 
1988 

International Reserves (5) 
Latest 


Year earlier 


Trade Balance (total merchandise) 
Latest 3 months 


Previous 3 months 
Year earlier 


Exports (7) 
Latest 3 months 
% change previous 3 months 
% change year earlier 
Imports (8) 
Latest 3 months 
% change previous 3 months 
% change year earlier 


Consumer Prices 
Base 
Latest 3 months index average 


% change previous 3 months 
% change year earlier 


Money Supply (3) 
Latest 


% change previous month 
% change year earlier 


(1) Official and other estimates of GDP (GNP in Japan) 


July 80-June 81 = 100 
172.9 


(Oct.-Dec.) 
+1.7 
+7.1 


A$125.23b(10) 
(Dec.) 


+US$0.59b(4) 


(Aug.-Oct.) 
+U .43b 
+US$0.36b 


US$4.0b(4) 
+17.3 
+34.3 


si ad 


(5) IMF definition of reserves minus gold except for Singapore 


go & te ee a ar Pri i ms «anne 


(2) Consumer Price Index A 
(6) Customs basis 


US$10.3b 
+1.0 
—4.5 


107.73 
(May-July) 
+1.7 
+3.5 


Rmb 594.12b 


5.05 
5.5-6.5 


US$0.78b 
(Nov.) 
US$1.23b 


—US$0.23b 
(Sept.-Nov.) 
—US$0.21b 
+US$0.04b 


US$1.54b 
+4.1 
+21.3 


US$1.77b 
+4.7 
+43.9 


1978= 100 


(3) M2 or currency plus bank deposits 
(7) fob 


(Oct.-Dec.) 
+US$0.81b 
+US$0.16b 


US$13.82b 
+3.4 
+30.2 


US$13.82b 
+10.0 
+32.2 


May-July 1986=100 /|Oct.84-Sept. 85=100(2) 
12.0 


1 
(Oct.-Dec.) (June-Aug.) 
+1.6 *4.6 


46.7 8.9 


HK$310.91b Rs 1.51t(10) 
(Dec.) (Oct.) 


8.6 
3-5 
US$13.72b 


(July) 
US$12.75b 


—US$0.73b 


—US$1.10b 
-US$0.87b 


US$13.80b(6) 
+11.6 


+37.5 


US$11.25b(6) 
—5.3 


June 82-May 83= 100 
103.16 


(July-Sept.) 
+0.6 


(9) Excluding petroleum products 


+US$2.55b(6) 
(Aug.-Oct.) (Oct.-Dec.) 
+US$1.68b 
+US$2.03b 


(July-Sept.) 
+U .98b 
+US$0.73b 


US$4.75b(9) 
+19.3 
+44.6 


US$3.14b(9) 
+4.6 
+23.0 


Apr. 77-Mar. 78=100 


298.28 
(Oct.-Dec.) 
*3.4 
48.8 


Rps 29.99t 


(July) 
42.5 
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US$64.9b 


(Sept.) 
US$38.2b 


+US$5.09b 
(Sept.-Nov.) 
+US$5.42b 
+US$4.33b 


US$14.58b 
+1.4 
+34.0 


US$9.49b 
+6.0 
+45.0 


1981=100 





(4) Peninsular Malaysia only 


(Oct.-Dec.) 


US$62.85b(6) 
+8.7 
+12.9 


US$42.70b(6) 
+11.7 
+34.3 


1976=100 
204.5 

(Aug.-Oct.) 
+1.2 
+2.8 


Baht 795b 


Source: Official statistics. 
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STOCKMARKETS 


Trading on trade news 


IMPROVED US import-export figures buoyed most regional markets in the period to 15 Feb. , though trade 
was thin ahead of Chinese New Year. Tokyo rebounded and neared pre-October crash levels. 


NEW YORK: Stocks advanced in ac- HONGKONG: Prices rose in response 
tive trading after news that the US a. to improved US trade figures. But 
trade deficit narrowed in December. trading remained thin, with fund man- 
But the rise was tempered by renewed agers making up the bulk of buyers. 
concern about inflation following an Brokers said the bank interest-rate in- 
increase in producer prices. Turnover crease had little effect on the market. 
for the period was 728.29m shares. The Actively traded shares included Hong- 
Morgan Stanley Capital International kong Telecom and Sino Land. Volume 
Index rose 3.8 to 414.7 in the period for the period was 742.12m shares, 
ending 10 Feb. worth HK$1.75b (US$224.4m). 


AUSTRALIA: The market showed 
signs of a mild rally as industrial stocks, 
many of which are due to report profits 
this month, came back in favour. Senti- 
ment was also buoyed by improved US 
trade figures. Gold stocks continued to 
be sold off as the gold price fell further. 
A total of 553.7m shares valued at 
A$728.6m (US$518.6m) was traded 
for the period. 


TAIPEI: Shares continued to surge 
higher in heavy pre-Lunar New Year 
holiday trading, though late profit-tak- 
ing trimmed gains. Cement, banking 
and construction sectors were the main 
winners. Demand for export sectors 
slackened. Average daily turnover was 
NT$417b (US$594m). Taiwan Cement 
rose NT$8.50 to NT$86.50. Hwa Nan 
Bank gained NT$27 to NT$310. 


NEW ZEALAND: A resolution of 
cabinet clashes steadied nerves and 
halted the market’s slide. The Barclays 
Index slipped to a post-crash low of 
1720.5 early in the period. Falls in long- 
term interest rates helped sentiment. 
Brierley ended 4 NZ cents (2.6 US 
cents) up at NZ$1.32. Fletcher Chal- 
lenge fell 9 cents to NZ$4.03. Volume 
was 38.86m shares, worth NZ$36.4m. 


SEOUL: Stocks remained steady de- 
spite continuing government pressure 
on institutions to sell equities. Rubber 
stocks were up 6.4%, with tyre-maker 
Kumho gaining 11.7% on news that the 
group won the competition to start a 
second national airline. Short-term fi- 
nance firms fell 6.3% on profit-taking. 
Daily volume averaged 10.1m shares, 
worth Won 191.2b (US$246.7m). 





MANILA: Commercial and industrial 
stocks made moderate gains but the 
overall mood remained dull. The Man- 
ila Composite Index lost 2.2% to close 
at 793.48 points. San Miguel-A gain- 
ed 3.3% to P124 (US$5.90), and 
Lepanto-A rose 2% to P0.50. Turn- 
over averaged P66.18 million a day, 
down 10.5%, on volume of 828.74 mil- 
lion shares, down 11%. 


TOKYO: The Nikkei Index rose above 
24,000 for the first time since the Oc- 
tober crash and now stands at less than 
10% below its all-time high. Shares ad- 
vanced on the improved US perform- 
ance and the stronger US dollar. Mat- 
sushita gained ¥100 (77 US cents) to 
¥2,330 and Toyota climbed ¥80 to 
¥1,930. Turnover averaged 616.5m 
shares a day, worth ¥627.8b. 





SINGAPORE: After a technical re- 


bound, prices inched up in thin trading. 
Institutional investors remained on the 
sidelines despite the better US trade 
figures. Their absence was put down to 
political uncertainties. Volume aver- 
aged 16.94m shares valued at S$29.4m 
(US$14.6m). Sime Darby gained 1 S 
cent to $$2.07 and United Pulp and 
Paper gained 6.5 cents to 42.5 cents. 


BANGKOK: Speculation about Saha 
Union group dividends helped lift the 
textile sector and the rest of the mar- 
ket. The SET index finished 12.7 
points up at 335.79. Five textile firms 
led gainers. Union Pioneer was on top, 
jumping Baht 126 (US$4.40) to Baht 
405. OCC led losers, down 30 to Baht 
438. Daily volume averaged 4.21m 
shares, worth Baht 497.4 million. 





KUALA LUMPUR: After six days of 
losses, the market recovered in light 
trading. But in the run-up to Chinese 
New Year, activity remained subdued, 
despite persistent buying after the pub- 
lication of US trade figures. Volume 
dgio in a poor 9.26 m shares, valued 
at M$15.7m (US$6.1m). Kamunting 
Tin closed 80 M cents up at M$5.90. 
National Iron rose 55 cents to M$7.60. 


BOMBAY: Prices fell in heavy selling, 
triggered by technical considerations 
and rumours of a cut in fertiliser sub- 
sidies. Fears that the government may 
impose fresh taxes to meet growing ex- 
penditure on defence and drought re- 
lief also dampened sentiment. Gujarat 
Fertiliser fell Rs 15 (US$1.10) to Rs 99. 
Tata Auto slipped Rs 17.5 to Rs 420 
and Tata Steel lost Rs 23.5 to Rs 590. 
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As highly trained and dedicated 
professionals we will confidently 
do our utmost 
to make any flight 


Because of Yoshies tirelessness, with us as enjoyable as possible. 


no other airline can offer you this: poner S 


number one [ATA airline we 
will maintain the highest standards 
of service, as befits 
our leadership position. 


As Japan's international airline 
we are bound by our own unique 


corporate sense of honor 
to fulfil these promises. 


JAPAN AIR LINES 
Its a guaranteed pleasure. 





Travel TAT. First ar Executive Class and eniov “TAT. World Hotel Selections Plan” throughout lapan. 


























2 You can save 20% off the combined price by or- 
| dering both the current Spring/Summer and the 


as the Autumn/Winter edition will be sent to you 








‘he ` 1988 China Phone Book & 


- Business Directory: January - June Edition 
completely revised and updated 





Telephone Directory for 
China published 
semi-annually 


In order to maintain CPB's accuracy and time- 
liness CPB will henceforth be published twice 
each year, covering Spring/Summer (available 
January ~ June) and Autumn/Winter, (available 
July - December). 


Given the frequency with which changes take 
place in China amongst both the domestic and 
foreign business and banking communities, the 
semi-annual frequency of The China Phone 
Book guarantees its users the most up to date 
and accurate listings of the most important 
contacts in China. 


Our database will constantly be updated to 
bring you the latest listings you need, when you 
need them. 









Autumn/Winter editions now. Published in July 


automatically the moment it becomes available 
if you order both now. 


Not only will you have the most up to date busi- 
ness listings in China at your fingertips . . . but 
you'll save money at the same time. 


1988 Editions 
Spring/Summer — January — June 
Autumn/Winter — July — December 


The China Phone Book Co. Ltd is a wholly owned 
subsidiary of Review Publishing Company Li- 


" mited, Publisher of the Far Eastem Economic 
.. Review, Asia's leading publication. 



























: The only bilingual | 


A vital reference for anyone interested 
in doing business with China. 


e Completely updated listings 

* Unique classified yellow pages 

* Designed for maximum usefulness 

* Lists all foreign companies and joint ventures 

* Careful selection of useful Chinese firms 

e Categorized by major industry groups 
e New compact page layout 

. * Indexed for easy use 

e Good for travel or office reference 

e Names and addresses in both English and Chinese 








Designed for Maximum Usefulness 


This directory is a comprehensive listing from our own China database of all 
relevant companies in China of interest to the businessman or tourist. It is. 
specifically intended to give you easy access to its contents through a well 
designed, computer generated classification and indexing system. Irrelevant 
and unnecessary information has been eliminated to reduce bulk and allow 
you efficient access. 


New Classified Yellow Page Section 


Our tenth edition includes the first Classified Yellow pages ever available 
covering the entire PRC. Over fifty categories of listings are included to give 





you updated, accessible information on China services, accommodations, 
travel, ete. Classified listings include: 
* Business Services 

* Shipping Companies 


* Airlines 
* Hotels 


* Computer Services 
* And many other business Categories 


UR COPIES NOW! 


FERMER BEC PERI NAME 


To: The China Phone Book Co Ltd, GPO Box 11581, Hong Kong 
Please rush me copy/copies of the China Phone Book as indicated: 








Name: 
(Please print in Block Letters) 
Address: 
z au aA TOL 
{J China Phone Book 1988, Sprin Edition 


Price: Hong Kong: HK$300, Elsewhere: US$50 ünciusive of airmail postage). 
No. of copies: 


C China Phone Book 1988, Spring/Summer and Autumn/Winter Editions combined set 
at 20% savings. Send S Edition immediately and Autumn/Winter Edi- 
tion immediately upon publication i in July. 


Price: Hong Kong: HE $480, Elsewhere: US$84 ündusive of airmail postage). 


No. of sets: 

L1 I enclose in payment thereof (cheque payable to The China Phone — 
Book Co Ltd) | T 

[.] I prefer you charge to my credit card (tick one): 

C] American Express [] Diners Club D] Master Card C Visa 

Card No: Exp. Date: 

Signature: 


i R0225CP 
ma m m me m OO ee ee a | 


Pewee eee ee ee ee UR GUB ee ee UV n 






UNIVERSITY OF BRIST OL 


4 Domestic Politics of Foreign | 
1 Policy — one year MSc course. 
| Details from Dr G Segal, Depart- | 
| ment of Politics, 12 Priory Road, 
a lal BSU 1TU. 
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~ PERSONAL 


m n imr en 


| THE 
DIPLOMAT HOTEL 
2 CHESHAM STREET 
BELGRAVIA 
LONDON SW1X 8 DT 
TEL:01-235 1544 
TELEX: 941 3498 EXECUT G 
FAX: 259-6153 
Single: £42.50 + VAT 
Double/Twin: £58.50 + VAT 


All rooms with private facilities, col- 


our television, direct dial telephone. 
hairdryers, coffee and tea makers. 
Substantial. breakfast served in 















— — — II INCREASE YOUR —__-» 





SECURE A CAREER AND PLAN YOUR FUTURE 
ADVANGED TRAINING IN THE EUROPEAN ECONOMIC COMMUNITY 


pecans - WILL ASSIST YOU «««««««» ASK FOR INFORMATION ABOUT 


This space is reserved for 
Classified Advertisements 
| Reservations should be addressed to: 


International Classified Manager 
Far Eastern Economic Review 
15th Floor, 80 Gloucester Road 
GPO Box 160, Hongkong 
Tel: 5.293123 Telex: 62497 REVAD HX 





M E aan n ng aana A ii H e m a n rarman a maa anaana a iana aaa a n a aaa aa A A A ANAA NA 





Yale University seeks historian of Southeast Asia: field, rank and term 
open. Anticipate initial three-year appointment; possible renewal of 
3-5 years. Recent PhD's are invited to apply as are more established 
scholars. Salary, specific term, and designation of appointment negoti- 
able. Send applications and nominations to Professor Robin W 
Winks, Department of History, Yale University, P.O. Box 1504A 
Yale Station, New Haven, CT 06520 by March 15, 1988. 
Yale is an affirmative action, equal opportunity employer. 





Readers are recommended 


-to make appropriate enquiries and take approp- 
riate advice before sending any money, incurring 
| any expense or entering into a binding commit- 


| mentinrelation to an advertisement. The Far East- 
| emn Economic Heview shall not be liable to any per- 
son for loss or damage incurred or suffered as a re- | 
sult of his/her accepting or offering to accept an in- | 
vitation contained in any advertisement published 
| in the Review. 








THE MANAGEMENT, INFORMATICS, ENGINEERING PROGRAMS 


| Delegation of the Commission of the European Communities i 
| Thai Military Bank Building, 9th and 10th floors 34, Phyathai Road- Bangkok. Thailand | 
| Phone: 2 46-00 22 - Telex: 086-2764 comeubk th 





Move £ ondon Property from Hong Kong 
Hampton & Sons. the leading UK Estate Agents can assist you to buy. sell, let, 
manage and arrange finance for your UK house or flat. 
Call ii Jackson on 5-8104838 or telex 6185] FPDHK HX 

HRST PACIFIC DAVIES Hampton & Sons 


M gar PROPERTNS UMITED : p: DT 
PACCO i find wm Two Exchange Square. Hong Kong, $ Arlington Street, London SWIA (RB Ries IMI 





NOTICE 


COPYRIGHT REPRINTS | 
The combined efforts of the Far Eastern Economic Review's large and | 
highly skilled editorial team have made it the premier source of informa- 
tion for those who do business, or have an interest, in or with Asia. 


As a testimony to the publication's editorial quality, many Review articles i 


have, over the years, been reprinted in newspapers, magazines, educa- | 


tional textbooks, newsletters etc throughout the world. 


Should you as an editor, publisher or on behalf of an organisation, educa- f 
tional establishment ete wish to enquire about our reprint and copyright 
charges, please address your correspondence to: 

Managing Director 

Review Publishing Company Limited 

GPO Box 160, Hong Kong 


| Tel5-293123  Fax:5-8656197  Telex:82804 REVMD HX 


We welcome enquiries from all interested parties and assure you of our | 
prompt, individual attention. uk 





LETTER FROM VIETNAM 


d pepe years ago I was a correspond- 
ent covering the Vietnam War for 
the REVIEW and other publications 
when the “Tet Mau Tanh" (New Year 
of the Monkey) Vietcong general offen- 
sive was launched. Nobody then had the 
slightest idea, even in Hanoi or Wash- 
ington, that this offensive — though it 
finally failed — would mark the begin- 
ning of the end for the US presence in 
Vietnam. 

“Tet,” the Vietnamese new year ac- 
cording to the lunar calendar, is marked 
by three days of festivities. Late in 1967, 
optimistic American military com- 
muniques — the South Vietnamese 
ones were more cautious — handed out 
to Saigon-based foreign correspondents 
asserted that the crushing of the Viet- 
cong was only a matter of time. An 
urban offensive by the communists was 
considered impossible. 

A few minutes after midnight on 30 
January 1968, the “Tet” offensive began 
when five provincial capitals EI 
in central Vietnam were at- 
tacked, as well as the South 
Vietnamese military head- 
e of the First Army 

orps at Danang. Twenty- 
four hours later, about 100 
Vietcong battalions bom- 
barded Saigon and the chief 
cities of 18 provinces, and 
five more during the night of 
31 January. Of 44 provincial 
capitals, 29 were under fire: 
all but one of those in central 
Vietnam and the nine most 
important in the Mekong 
Delta, south of Saigon. 

At Saigon, the commun- 
ists entered the Vietnamese 


Joint General Staff head- - Dt 


quarters (held by only a light 
company), close to the Ame- 
rican "MACV" (military assistance 
command Vietnam), which had 550,000 
Gls under its command. The Vietcong 
also attacked a dozen other targets, in- 
cluding an abortive strike on the Presi- 
dential Palace. On 31 January at 3 a.m. 
19 Vietcong commandoes crashed 
through a back door into the huge con- 
crete US Embassy, right in the middle 
of the city. 

The embassy was freed six hours 
later when a US helicopter carrying GIs 
landed on the roof, and the Vietcong 
were all killed in the ensuing gun battle. 
Curiously enough, the US military com- 
mand told sceptical journalists that the 
offensive on Saigon was only a “diver- 
sion” and that the real aim of the com- 
munists was to take over the important 
American Marine base in Khe Sanh, 
just below the DMZ, close to the Lao 
border. In fact, Khe Sanh was to be so 
heavily attacked by North Vietnamese 
regular divisions in May 1968 that it was 
evacuated in July. Only one US military 





installation was attacked, unsuccess- 
fully, during the Tet offensive at Long 
Binh, seat of the 199th Infantry 
Brigade, 20 miles north of Saigon. 

Saigon itself had returned to relative 
normality around 9 February. But at 
Cholon, Saigon’s Chinatown, street 
fighting raged for 10 more days in sev- 
eral districts. Hue, the former imperial 
capital taken over and occupied by the 
Vietcong from 30 January to 24 Feb- 
ruary, was finally liberated on 10 
March. Two-thirds of the old historic 
city had been destroyed. 

The toll of the Tet Mau Tanh offen- 
sive was very havy: 6,000 South Viet- 
namese soldférs dead and 15,000 
wounded; 4,500 American dead and 
19,000 wounded. More than 14,000 civi- 
lians were killed. The Vietcong lost at 
least 37,000 soldiers. 

In the early days of March, the US 
command stated that the communists 
had been routed. However, Gen. Wil- 
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The Tet offensive was the beginning of the end for the Americans. 





liam Westmoreland, commander-in- 
chief of the US forces in Vietnam, re- 
quested from president Lyndon John- 
son reinforcements of 206,000 GIs. 
Gen. Nguyen Cao Ky, vice-president 
of the Republic of Vietnam at that 
time, wrote eight years later: “West- 
moreland said it [the Tet offensive] was 
a victory because the Vietcong never 
took any city but Hue and they suffered 
crippling losses. This was true, but the 
American people never regained their 
confidence in the outcome of the 
war.” 


O n 5 May, the Vietcong shelled with 
rockets and mortars Saigon and 
more than a hundred targets, including 
provincial and district cities, South 
Vietnamese an S military installa- 
tions, and airfields. On the same day, a 
second offensive rocked Saigon. Bloody 
fighting erupted at Cholon again and 
also at Gia Dinh, two miles north of 
Saigon, which lasted until 13 May and 
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resumed with even greater ferocity on 
25 May, ending only on 6 June. 
Westmoreland left on 11 June to be- 
come chief of staff of the US Army, stat- 
ing that “the situation [in Vietnam] had 
never been better.” 

On 26 March, Johnson met 15 senior 
military and civilian personnel who, in 
November 1967, had strongly backed 
the continuation of the American en- 
gagement, and sought their advice. This 
time they advocated an American dis- 
engagement. 

Five days later, Johnson announced 
officially that he would not stand for a 
second presidential term in November 
1968. He also invited Hanoi 
to the negotiating table and 
ordered that US air raids 
over North Vietnam above 
the 19th Parallel be stopped, 
which they eventually were 
— on 31 October. Johnson’s 
successor, Richard Nixon, 
ordered the resumption of 
the bombing raids in 1970, 
leading to the intensive bom- 
bardment of 1972. 

On 10 May 1968, the US 
and the North Vietnamese 
delegations began their talks 
in Paris. After repeated and . 
strong American pressure, 
the South Vietnam govern- 
ment agreed on 27 Novem- 
ber to participate. The Na- 
tional Front of Liberation 
(NLF) of South Vietnam, a 
puppet movement manipulated from 
Hanoi, sat next to the North Vietnam- 
ese delegation. The NLF was later re- 
placed by the representatives of the Pro- 
visional Revolutionary Government of 
South Vietnam, formed on 6 June 
1969. 

It was clear to Nixon, elected presi- 
dent in November 1968, that a political 
solution was the only course. By mid- 
1969 the “Vietnamisation of the war,” a 
phased withdrawal of the US troops 
along with the quick delivery of billions 
of US dollars of military equipment to 
South Vietnam, was initiated. 

In early 1972 only 50,000 Gls re- 
mained in Vietnam, of which a mere 
5,000 were involved in strictly limited 
military operations. 

On 26 January the Paris agreement 
was signed. It was never respected. The 
US had turned its back on the Vietnam 
debacle and the South Vietnamese were 
inexorably heading towards defeat. 

— Francois Nivolon 
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is no shortage of appli- V 
cants for this exciting job. 
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the clock, seven days a 


EL = | =a = week for 25 months. Mail and provis- | 
— ee, — 7^ - _| ions arrive once a year. On patrol, tem- 
—— ^ C peratures can drop to 50* below zero, 1 
: " and blizzards are frequent. | 
A regular discomfort is the Green- ` 
landic ‘piteraq wind which blows for 
several days at a speed of over 180 kph. ` 
These men regard themselves as 
neither heroes nor supermen. They say } 
the 16,000 kilometres of coastline are + 
not dangerous “provided that you use : 
your training and your experience... > 
exercise caution at all times...and have 
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The Sirius sledge patrols 


and their Rolex watches are deep &bitofluck!” 
frozen most of the year. The men themselves are respon- 


sible for choosing every single piece of : 
Greenland is vast — the largest island in. their arctic equipment. 


the world. And a Rolex Oyster is one piece of equip- | 
840,000 square miles of unrelenting, un- ment considered to be vital. 

forgiving wilderness which lie mainly within In such savage conditions - the months ' 

the Arctic Circle. and months of endless j 


A fierce landscape of snow, rocks and night, the unpredictable 
frozen fjords which is virtually inaccessible fluctuations in tempera- 
save for a few brief weeks when breaks in the — ture, the wind, the snow, 
arctic ice pack will allow a ship to make a diffi- the thousands of kilo- 
cult and dangerous passage. metres of bone-shaking, 
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^ | own savage beauty ^ thatis neys - an Oyster can be e 

wuwaw J, | to say, when you can see it! relied upon to keep going with dependability f 
% | The sun sets in the middle of and precision. } 
November; then darkness And thats everything, when, as the Sirius | 

cuo 4 7) descends for three to four patrol says, "the nearest watchmaker is several | 
Ragiindicátés months. Greenland’s total months away.” | 


the sledge patrol's 


Resection ama population amounts to a 
mere 47,000 people. The north-eastern part of 
this island is completely uninhabited. 

Uninhabited, that is, except for 
the men and dogs of the Sirius patrol. 

From Daneborg, the sledge 
patrols set out, pulled by locally-bred 
dogs. The sledges are home-built. (In 
the wilderness, it's easier to repair a 
sledge youve built yourself.) 

The patrol is composed of volun- 
teers from the Danish navy,and there 
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